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REPORT 

[To  accompany  S.  1377] 

The  Committee  on  the  Budget,  to  which  was  submitted  reconcilia- 
tion recommendations  pursuant  to  title  III  of  the  First  Concurrent 
Resolution  on  the  Budget  for  Fiscal  Year  1982  (H.  Con.  Res.  115, 
Ninety-seventh  Congress),  having  considered  the  same,  reports 
favorably  thereon  and  recommends  that  the  bill  embodying  those 
recommendations  do  pass. 
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VIEWS  OF  THE  COMMITTEE  ON  THE  BUDGET 


Reconciliation  is  an  important  tool  to  restrain  Federal  spending. 
It  is  authorized  by  Title  III  of  the  Congressional  Budget  and  Im- 
poundment Control  Act  of  1974  (Public  Law  93-344).  Reconciliation 
permits  the  Congress  to  consider  many  spending  reductions  in  one 
bill,  while  reserving  to  the  individual  committees  the  power  to 
make  recommendations  for  reductions  in  laws  within  their  respec- 
tive jurisdictions. 

Adoption  of  Reconciliation  Instructions 

On  May  21,  1981,  Congress  adopted  House  Concurrent  Resolution 
115,  the  First  Concurrent  Resolution  on  the  Budget  for  fiscal  year 
1982.  That  resolution  mandated  a  dramatic  change  in  the  spending 
policies  which  have  dominated  the  Federal  budget  for  the  past  25 
years.  Spending  targets  for  the  fiscal  years  1981  through  1984 
contained  in  the  resolution  will  result  in  a  cut  of  more  than  one- 
half  in  the  average  annual  growth  in  Federal  spending  in  the  past 
5  years,  while  allowing  for  real  growth  in  spending  for  the  national 
defense,  thus  reversing  the  decline  in  real  defense  dollars  in  the 
1970's. 

In  order  to  achieve  the  fiscal  policy  set  forth  in  House  Concur- 
rent Resolution  115,  Congress  included  in  that  resolution  instruc- 
tions to  15  House  committees  and  14  Senate  committees  to  recom- 
mend changes  in  laws  in  their  jurisdiction  which  would  cut  spend- 
ing by  $189.0  billion  in  budget  authority  and  $141.6  billion  in 
outlays  in  the  fiscal  years  1981  through  1984. 

The  bill  reported  herewith  by  the  Committee  on  the  Budget 
contains,  in  13  titles,  the  legislation  recommended  by  13  Senate 
committees  pursuant  to  the  instructions  in  House  Concurrent  Reso- 
lution 115. 

Appropriations  Rescissions 

The  Senate  Appropriations  Committee  reported  legislation 
making  savings  of  $14.7  billion  in  fiscal  year  1981  through  rescis- 
sions and  other  means.  Congressional  action  on  these  savings  nec- 
essarily preceded  other  reconciliation  action  since  the  continuing 
resolution  making  appropriations  available  for  Departments  of 
Government  expired  on  June  5.  The  spending  reductions  required 
of  the  Appropriations  Committee  by  House  Concurrent  Resolution 
115  were  included  in  the  legislation  making  further  continuing 
appropriations  for  the  fiscal  year  1981,  Public  Law  97-12,  which 
was  signed  into  law  on  June  5.  Its  enactment  completed  action  on 
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the  reconciliation  of  appropriations  required  by  House  Concurrent 
Resolution  115. 

Reconciliation  is  the  Necessary  Tool  to  Achieve  Savings 

The  Committee  on  the  Budget  believes  that  the  reconciliation 
process  is  the  necessary  procedure  by  which  to  achieve  the  dramat- 
ic changes  in  Federal  spending  policy  called  for  by  House  Concur- 
rent Resolution  115.  These  spending  reductions  are  necessary  in 
order  to  wage  an  effective  battle  against  the  high  inflation  and 
unemployment  which  have  plagued  the  national  economy  for  many 
years.  The  legislation  contained  in  the  ' 'Omnibus  Reconciliation 
Act  of  1981"  should  be  enacted. 

This  Bill  and  Report 

The  Committee  on  the  Budget  reports  herewith  the  recommenda- 
tions of  13  Senate  committees,  without  substantive  revision,  and 
with  a  recommendation  that  the  bill  do  pass. 

NONBUDGETARY  PROVISIONS 

The  Budget  Committee  believes  that  the  inclusion  of  non-budg- 
etary provisions  in  the  Reconciliation  bill  is  inconsistent  with  the 
spirit  and  letter  of  the  Budget  Act,  damages  the  credibility  of  the 
Budget  process,  and  could  have  the  effect  of  circumventing  rule 
XXII  of  the  Standing  Rules  of  the  U.S.  Senate.  The  Committee, 
therefore,  has  authorized  the  Chairman  and  Ranking  Member  to 
consult  with  the  Chairmen  and  Ranking  Members  of  committees 
which  have  submitted  legislation,  and  with  the  Leadership,  to  iden- 
tify any  clearly  extraneous  matter  in  the  bill,  and  to  reach  an 
agreement  on  any  amendments  which  may  be  necessary  to  elimi- 
nate such  matter  from  this  bill.  The  Committee  recommends  that 
such  amendments  as  agreed  upon  be  adopted  by  the  Senate. 

Failure  To  Achieve  Savings 

The  Budget  Committee  is  concerned  with  the  failure  of  several  of 
the  committees  to  achieve  the  specified  level  of  savings  in  fiscal 
years  1983  and  1984.  These  savings  are  necessary  in  order  to  bring 
the  rapid  growth  of  Federal  spending  under  control  and  move 
,  toward  a  balanced  Federal  budget. 

The  total  savings  reported  by  all  Senate  committees  fall  $1.7 
billion  short  of  the  total  reconciliation  savings  in  fiscal  year  1984 
outlays  specified  in  the  First  Budget  Resolution. 

Spending  ,  decisions  about  future  years  can  and  must  be  made  as 
early  as  possible.  To  the  extent  that  Congress  fails  to  make  these 
decisions  today,  the  likelihood  of  achieving  these  savings  tomorrow 
decreases. 

Therefore,  the  Budget  Committee  has  directed  its  Chairman  and 
Ranking  Member  to  discuss  these  matters  with  the  Chairmen  and 
Ranking  Members  of  the  responsible  committees,  and  with  the 
Leadership  and  attempt  to  develop  floor  amendments  which  will 
achieve  the  specified  levels  of  savings. 
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Official  cost  estimates  by  the  Congressional  Budget  Office  show 
that  six  committees  failed  to  report  legislation  which  will  achieve, 
during  the  fiscal  years  1981  through  1984,  at  least  the  amounts  of 
net  spending  reductions  required  by  the  reconciliation  instructions. 

The  following  table  shows  the  amounts  by  which  committees 
failed  to  achieve  reconciliation  savings. 
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In  the  case  of  two  committees — Finance  and  Environment  and 
Public  Works — the  shortfalls  are  quite  small — less  than  $40  million 
in  each  case — and  are  in  a  single  fiscal  year.  The  savings  legisla- 
tion reported  by  these  two  committees  substantially  exceeds 
(during  the  entire  fiscal  year  1981  through  fiscal  year  1984  period) 
the  aggregate  savings  they  were  required  to  achieve.  The  Finance 
Committee's  proposals  save  $19.1  billion  in  budget  authority  and 
$34.1  billion  in  outlays  during  the  fiscal  year  1981  through  fiscal 
year  1984  period.  The  Environment  and  Public  Works  Committee's 
proposals  save  $14.0  billion  in  budget  authority  and  $8.2  billion  in 
outlays  during  the  fiscal  year  1981  through  1984  period. 

The  Banking,  Housing  and  Urban  Affairs  Committee's  savings  in 
fiscal  year  1984  exceed  its  savings  requirements  under  the  instruc- 
tion. The  committee  saves  $55.9  billion  in  budget  authority  and 
$7.1  billion  in  outlays  during  the  fiscal  year  1981  through  fiscal 
year  1984  period.  For  fiscal  years  1982  and  1983,  however,  the 
committee's  net  savings  fall  short  of  the  amounts  required  because 
the  committee  included  in  the  reconciliation  bill  the  President's 
proposal  for  authority  to  terminate  the  GNMA 1  (Section  8, 
Tandem  Mortgage  financing)  housing  program.  The  proposal  will 
achieve  substantial  savings  in  the  long  term,  but  its  near-term 
costs  cause  the  Banking  Committee  to  fall  short  of  its  fiscal  year 

1982  budget  authority  requirement  by  $719  million.  It  also  causes 
the  Banking  Committee  to  miss  its  outlay  savings  mark  in  fiscal 
year  1983  by  $22  million.  The  GNMA  costs  are  assumed  in  the 
spending  targets  contained  in  the  First  Concurrent  Resolution  to 
the  Budget  for  fiscal  year  1982. 

For  fiscal  year  1981,  the  committee  does  not  fully  meet  its  budget 
authority  instructions.  Section  323-12  of  the  Banking  Committee 
title  prohibits  the  Secretary  of  Housing  and  Urban  Development 
from  obligating  $5,552  million  of  previously  enacted  budget  author- 
ity in  any  fiscal  year.  Under  conventional  scoring  techniques,  this 
provision  will  reduce  outlays  but  does  not  reduce  budget  authority. 
If  this  action  were  scored  as  a  reduction  in  budget  authority,  the 
committee  would  achieve  savings  of  $5.9  billion— slightly  more 
than  the  amount  that  the  Banking  Committee  was  instructed  by 
the  Senate  to  achieve  in  fiscal  year  1981. 

The  Governmental  Affairs  Committee  achieved  all  of  the  fiscal 
year  1982  savings  required  by  the  instructions.  For  fiscal  years 

1983  and  1984,  however,  the  committee  did  not  include  in  its  legis- 
lative recommendations  the  7  percent  limit  on  Federal  employee 
pay  raises  which  was  assumed  in  the  reconciliation  instruction. 
This  caused  the  committee's  savings  to  fall  short  of  the  amounts 
required  by  approximately  $4.8  billion  in  fiscal  year  1983  and  ap- 
proximately $6.1  billion  in  fiscal  year  1984. 

The  Judiciary  Committee  failed  to  achieve  the  savings  required 
by  the  instructions  in  each  of  the  fiscal  year  1982  to  1984.  Much  of 
the  shortfall  can  be  attributed  to  the  committee's  decision  on  fund- 
ing for  the  Juvenile  Justice  and  Delinquency  Prevention  program. 
The  reconciliation  instruction  assumed  the  program  would  be  ter- 
minated. 


1  Government  National  Mortgage  Association. 
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The  Labor  and  Human  Resources  Committee  has  fallen  short  of 
its  direct  spending  savings  requirement  by  $38  million  in  outlays 
for  fiscal  year  1981.  For  fiscal  year  1983  and  1984,  the  committee 
failed  to  achieve  the  savings  required  by  the  instruction  in  both 
authorizations  and  in  programs  under  the  direct  spending  jurisdic- 
tion of  the  committee.  The  shortfall  of  approximately  $200  million 
in  outlays  in  fiscal  year  1983  and  nearly  $400  million  in  outlays  in 
fiscal  year  1984  resulted  from  the  adoption  of  different  policies 
than  those  assumed  in  the  reconciliation  instruction  for  the  Guar- 
anteed Student  Loan  program. 

Strategic  Petroleum  Reserve  Savings 

The  Committee  on  Energy  and  Natural  Resources  submitted  leg- 
islation which  fulfills  the  technical  requirements  of  its  reconcili- 
ation instructions.  However,  the  provisions  to  achieve  savings  in 
the  Strategic  Petroleum  Reserve  program  violate  the  spirit  of  the 
Budget  Act  in  two  respects.  First,  the  SPR  oil  acquisition  functions 
continue  to  be  federally-financed,  but  are  placed  off-budget.  Second, 
funding  for  the  program  is  not  subject  to  annual  appropriations. 
The  latter  provision  violates  Section  401(a)  of  the  Budget  Act. 

The  Energy  Committee's  proposal  shifts  the  Strategic  Petroleum 
Reserve  account  from  on-budget  to  off-budget  status,  but  continues 
to  use  Federal  dollars  to  fund  oil  acquisitions.  While  moving  the 
program  off-budget  will  reduce  on-budget  outlays,  and  thus  reduce 
the  Federal  deficit,  the  costs  of  the  program  will  still  increase  the 
national  debt  by  nearly  $10  billion  by  1984,  and  will  result  in 
substantially  increased  interest  costs  to  the  Treasury. 

The  SPR  legislation  does  not  meet  the  intent  of  the  reconcili- 
ation instruction,  which  was  to  require  private  or  alternative  fi- 
nancing for  the  Strategic  Petroleum  Reserve. 
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RECONCILIATION  PROCEDURE 

Just  as  the  Budget  Act  provides  for  the  reconciliation  procedure 
itself,  it  provides  in  sections  310(e)  and  305  special  rules  for  the 
consideration  of  reconciliation  bills. 

The  following  rules  apply  to  the  consideration  of  a  reconciliation 
bill  in  the  Senate: 

First,  debate  on  any  reconciliation  bill  and  all  amendments 
thereto  and  debatable  motions  and  appeals  in  connection  therewith 
is  limited  to  20  hours. 

Second,  debate  on  the  bill  (including  amendments,  debatable  mo- 
tions, and  appeals)  shall  be  equally  divided  between,  and  controlled 
by,  the  majority  leader  and  the  minority  leader  or  their  designees. 

Third,  debate  on  any  amendment  is  limited  to  2  hours,  divided 
between  the  mover  of  the  amendment  and  the  manager  of  the  bill. 

Fourth,  debate  on  any  amendment  to  an  amendment,  debatable 
motion,  or  appeal  is  limited  to  1  hour,  divided  between  the  mover 
and  the  manager. 

Fifth,  a  motion  to  limit  debate  to  less  than  20  hours  is  not 
debatable. 

Sixth,  a  motion  to  recommit  is  not  in  order  unless  it  contains 
instructions  to  report  back  within  a  specified  time,  not  to  exceed  3 
days,  and  debate  on  such  a  motion  is  limited  to  1  hour,  divided 
between  the  mover  and  the  manager. 

Seventh,  any  amendment  which  achieves  or  maintains  math- 
ematical consistency  is  always  in  order. 

Eighth,  amendments  to  the  bill  must  be  ".germane  to  the  provi- 
sions of  the  legislation.  The  "germaneness  rule"  has  been  inter- 
preted as  prohibiting  any  amendment  which  introduces  "new  sub- 
ject matter." 

The  instructed  committees,  therefore,  set  the  parameters  of  ger- 
maneness, as  the  Budget  Committee  reports  what  is  submitted  to  it 
without  substantive  revisions. 

The  "germaneness  rule"  does  not  apply  to  a  motion  to  recommit 
the  bill  with  instructions  to  report  a  specific  amendment,  if  a 
committee  has  not  complied  with  its  reconciliation  instructions, 
and  if  the  effect  of  the  motion  would  be  to  bring  the  bill  into 
compliance  with  the  reconciliation  instructions. 

Ninth,  floor  consideration  of  the  conference  report  on  a  reconcili- 
ation bill  is  in  order  any  time  after  the  third  day  following  the  day 
on  which  the  conference  report  is  reported  and  is  available  to 
Senators.  Debate  on  the  conference  report  is  limited  to  10  hours, 
I  divided  equally,  with  debate  on  any  appeal  or  motion  limited  to  1 
hour  divided  between  the  mover  and  the  manager. 
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RULE  XXVI 

In  compliance  with  Rule  XXVI,  paragraphs  11(b)  and  12,  of  the 
Standing  Rules  of  the  Senate,  it  is  the  opinion  of  the  Committee  on 
the  Budget  that  it  is  necessary  to  dispense  with  the  requirements  of 
the  rule  in  order  to  expedite  the  business  of  the  Senate. 

However,  with  respect  to  any  committee  which  has  submitted 
reconciliation  recommendations  and  has  transmitted  to  the  Com- 
mittee on  the  Budget  changes  in  existing  law,  those  changes  are 
incorporated  in  this  report  without  revision,  in  the  Title-by-Title 
Analysis. 
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TITLE-BY-TITLE  ANALYSIS 

The  following  is  a  title-by-title  analysis  of  the  savings  legislation. 
In  each  case,  the  analyses  of  the  respective  committees  are  present- 
ed without  revision.* 


COMMITTEE  ON  AGRICULTURE,  NUTRITION,  AND 
FORESTRY 


Title  I 


H'TrtUcb  Ubieties  ^2>cnafc 


iGRICULTURE..   NUTRITION.   AND  FOP 
WASHINGTON.  D.C.  20510 


June  12,  1981 


Honorable  Pete  V.  Domenici 
Chairman 

Senate  Committee  on  the  Budget 
203  CA-Htl 

Washington,   D.   C.  20510 


Dear  Mr.  Chairman: 


Enclosed  pursuant  to  the  reconciliation  instructions  in 
sections  302(1) (A)   and  (B)   of  the  First  Concurrent  Resolution 
on  the  Budget  for  fiscal  year  1982   (H .   Con.   Res.    115)   are  the 
recommendations  of  the  Senate  Committee  on  Agriculture,  Nutrition, 
and  Forestry  for  reducing  spending  under  laws  within 
its  jurisdiction. 


In  accordance  with  the  instructions,  we  have  drafted 
(1)   the  legislative  language  to  effect  the  reductions  in  direct 
spending  and  authorizations  required  by  the  resolution,   and  (2) 
an  explanation  of  those  reductions  for  inclusion  in  your  report 
on  the  reconciliation  legislation. 


According  to  the  Congressional  Budget  Office,   the  changes 
in  law  adopted  by  our  Committee  would,   in  the  direct  spending 
category,  reduce  spending  in  the  following  manner:     budget  au- 
thority by  $10  million  and  outlays  by  $163  million  in  fiscal 
year  1981;  budget  authority  by  $481  million  and  outlays  by  $945 
million  in  fiscal  year  1982;  budget  authority  by  $669  million  and 
outlays  by  $628  million  in  fiscal  year  1983;  budget  authority  by 
$869  million  and  outlays  by  $810  million  in  fiscal  year  1984. 


*  Note.— The  attachments  and  enclosures  referred  to  in  committee  submissions  that  are  a  part 
of  their  legislative  language  have  been  extracted  and  inserted  in  the  Omnibus  Reconciliation 
Act  of  1981. 

(31) 
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Also,   the  Committee  recommends  changes  in  laws  within  its 
jurisdiction  sufficient  to  require  reductions  in  appropriations 
for  programs  authorized  by  the  Committee  so  as  to  achieve  savings 
in  budget  authority  and  outlays  as  follows:     $130  million  in 
budget  authority  for  fiscal  year  1981;    $3,409  million  in  budget 
authority  and  $3,262  million  in  outlays  for  fiscal  year  1982; 
$4,054  million     in  budget  authority  and  $3,935  million  in  outlays 
for  fiscal  year  1983;   and  $4,627  million  in  budget  authority  and 
$4,535  million  in  outlays  for  fiscal  year  1984. 

A  detailed  explanation  of  these  recommendations  is  provided 
for  inclusion  in  the  Budget  Committee  report  on  these  legislative 
changes  to  accomplish  the  reconciliation  instructions. 

Sincerely . 


NEiSSE  HELMS 
Chairman 
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Short  Explanation 

In  accordance  with  the  requirements  of  the  First  Concurrent 
Resolution  on  the  Budget  for  fiscal  year  1982,  the  Committee  on 
Agriculture,  Nutrition,  and  Forestry  recommends  amendments  in 
statutes  of  the  United  States  under  its  jurisdiction  to  reduce  spend- 
ing and  authorizations  to  the  levels  required  by  the  reconciliation 
instructions. 


Summary  of  Recommendations 

Grain  Reserves 

The  recommendations  would — 

(1)  make  the  farm  storage  facility  loan  program  discretion- 
ary; and 

(2)  repeal  the  mandatory  interest  waiver  on  1980  and  1981 
crop  wheat  and  feed  grains  in  the  farmer-held  grain  reserve 
but  require  such  a  waiver  during  any  embargo  on  wheat  or 
feed  grains  if  the  United  States  otherwise  continues  commer- 
cial trade  with  the  embargoed  country. 

Commodity  Inspection  Fees 

The  recommendations  would — 

(1)  require  collection  of  fees  for  cotton  classing,  standards, 
and  related  services  furnished  under  authority  of  the  Cotton 
Statistics  and  Estimates  Act,  the  United  States  Cotton  Stand- 
ards Act,  and  the  United  States  Cotton  Futures  Act; 

(2)  require  collection  of  fees  for  inspection,  grading,  and 
standardization  services  furnished  under  authority  of  the  To- 
bacco Inspection  Act  and  the  Naval  Stores  Act; 

(3)  require  collection  of  fees  for  inspection,  examination  and 
licensing  of  warehouses  under  the  United  States  Warehouse 
Act;  and 

(4)  require  collection  of  fees  to  cover  the  costs  of  the  Federal 
Grain  Inspection  Service  in  providing  official  inspection  service 
and  weighing  of  grain,  including  supervision  of  inspection  and 
weighing  by  official  agencies. 

Farm  and  Rural  Development  Programs 

The  recommendations  would — 

(1)  for  fiscal  year  1982,  authorize  insured  community  facility 
loans  of  $130  million  and  insured  water  and  waste  disposal 
loans  of  $300  million,  and  increase  the  current  5  percent  inter- 
est rate  for  these  loans  to  an  interest  rate  3  points  below  the 
interest  rate  on  comparable  municipal  bonds; 

(2)  limit  grants  for  rural  water  and  waste  disposal  to  $100 
million  per  year; 

(3)  continue  discretionary  authority  to  make  emergency  (dis- 
aster) loans  to  credit-worthy  borrowers  but  authorize  interest 
rates  on  these  loans  at  the  prevailing  market  rate  for  similar 
loans; 

(4)  remove  the  5  percent  ceiling  on  interest  rates  on  emer- 
gency loans  for  actual  loss  to  borrowers  who  cannot  obtain 
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credit  elsewhere  and  provide  a  rate  based  on  the  cost  of  money 
to  the  Government; 

(5)  provide  for  emergency  loans  only  to  the  extent  provided 
in  appropriation  Acts; 

(6)  for  fiscal  year  1982,  authorize  insured  farm  operating 
loans  of  $1,325  billion  and  insured  farm  ownership  loans  of 
$700  million,  and  provide  that  at  least  15  percent  of  the  total 
amount  of  these  loans  must  go  to  limited  resource  borrowers  at 
a  rate  of  interest  3  points  below  the  regular  interest  rate  for 
these  loans; 

(7)  establish  the  interest  rate  for  insured  electric  and  tele- 
phone loans  under  the  Rural  Electrification  Act  (REA)  at  5 
percent,  but  with  authority  to  provide  loans  at  a  rate  not  less 
than  2  percent  when  the  borrower  is  experiencing  extreme 
financial  hardship  or  cannot  provide  service  consistent  with 
the  objectives  of  the  Act;  and 

(8)  require  the  Federal  Financing  Bank  on  the  request  of  an 
REA  borrower  to  make  a  loan  which  will  be  guaranteed  by  the 
REA. 

Public  Law  480 

The  recommendations  would — 

(1)  place  a  ceiling  on  the  amount  of  appropriates  to  carry  out 
Public  Law  480  at  $1,362,000,000  for  fiscal  year  1982, 
$1,193,000,000  for  fiscal  year  1983,  and  $1,252,000,000  for  fiscal 
year  1984; 

(2)  remove  the  application  of  the  cargo  preference  laws  to  the 
transportation  of  commodities  financed  or  made  available 
under  Public  Law  480;  and 

(3)  increase  interest  rates  on  commodities  financed  under 
title  I  from  2  percent  and  4  percent  for  the  grace  period  and 
repayment  period  to  4  percent  and  6  percent,  respectively. 

Miscellaneous 

Tha  recommendations  would — 

(1)  provide  that  the  total  fulltime  equivalent  staff  year  per- 
sonnel ceiling  for  the  U.S.  Department  of  Agriculture  shall  not 
exceed  118,360  staff  years  for  the  fiscal  years  1982,  1983,  and 

1984; 

(2)  reduce  the  authorization  for  the  alcohol  fuels  program  in 
the  Department  of  Agriculture  by  $140  million  in  fiscal  year 

1981. 

Food  Stamps 

The  recommendations  would — 

(1)  prevent  artificially  splitting  households  by  requiring  non- 
elderly  parents  and  their  children  to  apply  as  one  food  stamp 
household  and  making  '  'informal"  boarders  ineligible  as  sepa- 
rate households; 

(2)  remove  eligibility  for  food  stamps  of  drug  addicts  and 
alcoholics  residing  in  treatment  programs; 

(3)  delay  and  change  the  timing  of  the  annual  adjustments  in 
the  cost  of  the  thrifty  food  plan  and  the  standard  deduction 
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and  the  ceiling  on  dependent  care/excess  shelter  expense  de- 
ductions; 

(4)  establish  gross  income  eligibility  limits  at  130  percent  of 
the  applicable  Federal  poverty  line; 

(5)  reduce  the  earned  income  deduction  from  20  to  15  percent 
of  earnings; 

(6)  require  retrospective  accounting  and  periodic  reporting  in 
the  determination  of  eligibility  and  benefit  determinations  by 
all  States  by  October  1,  1983; 

(7)  deny  eligibility  for  food  stamps  to  households  with  a 
member  on  strike  unless  the  member  is  exempt  from  work 
registration  or  the  household  was  eligible  prior  to  the  strike; 

(8)  prorate  the  amount  of  a  household's  initial  allotment 
based  on  the  days  remaining  in  the  month  of  application; 

(9)  prohibit  Federal  funding  of  food  stamp  outreach  activi- 
ties; 

(10)  extend  the  penalty  of  disqualification  to  include  misrep- 
resentation as  well  as  fraud  and  lengthen  disqualification  peri- 
ods; 

(11)  provide  improved  procedures  for  collection  of  overpay- 
ments and  allow  States  to  retain  25  percent  of  certain  overis- 
suances; 

(12)  effective  October  1,  1981,  set  the  income  standards  of 
eligibility  for  Puerto  Rico  at  55  percent  of  those  in  the  48 
contiguous  States; 

(13)  effective  April  1,  1982,  remove  references  to  Puerto  Rico 
in  the  present  law  and  provide  a  block  grant  for  food  assist- 
ance to  Puerto  Rico  of  up  to  $825  million  per  year;  and 

(14)  repeal  provisions  scheduled  to  take  effect  in  fiscal  year 
1982  creating  a  separate  deduction  for  dependent  care  expenses 
of  up  to  $90  per  month  and  lowering  the  threshold  above 
which  medical  expenses  are  deductible  from  $35  to  $25  per 
month. 

School  Lunch  and  Child  Nutrition  Programs 

The  Committee  recommendations  would — 

(1)  reduce  the  cash  rembursement  rate  for  free  lunches  to 
97.95  cents,  adjusted  annually  for  inflation  beginning  July  1, 
1981,  except  that  in  schools  in  which  more  than  60  percent  of 
the  lunches  were  served  free  or  at  a  reduced  price  during  the 
second  preceding  school  year  the  cash  reimbursement  rate  for 
free  lunches  would  be  99.95  cents; 

(2)  reduce  the  cash  reimbursement  rate  for  reduced-price 
lunches  to  40  cents  less  than  that  for  free  lunches; 

(3)  reduce  the  cash  reimbursement  rate  for  paid  lunches  to 
8.83  cents,  adjusted  annually  for  inflation  beginning  July  1, 
1981,  except  that  in  schools  in  which  60  percent  or  more  of  the 
lunches  were  served  free  or  at  reduced  price  during  the  second 
preceding  school  year,  the  cash  reimbursement  rate  for  paid 
meals  would  be  2  cents  above  that; 

(4)  reduce  the  commodity  reimbursement  rate  for  all  lunches 
(free,  reduced-price,  and  paid)  to  11.29  cents,  adjusted  annually 
on  July  1; 
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(5)  reduce  the  reimbursement  rate  for  paid  breakfasts  by  one 
half,  and  limit  '  'severe  need"  breakfast  funding  to  those 
schools  serving  40  percent  or  more  of  their  lunches  free  or  at  a 
reduced  price  during  the  second  preceding  school  year  and  in 
which  the  rate  per  meal  is  insufficient  to  cover  the  costs; 

(6)  instruct  the  Secretary  to  prescribe  changes  in  nutritional 
and  other  program  requirements,  within  90  days  of  enactment 
of  the  bill,  in  order  to  achieve  local  cost  savings  without  endan- 
gering the  nutritional  integrity  of  the  meals; 

(7)  establish  eligibility  for  free  meals  at  130  percent  of  the 
OMB  income  poverty  guidelines  until  June  30,  1983,  when 
eligibility  would  become  the  same  as  food  stamp  gross  income 
limits.  Eligibility  for  reduced-price  meals  would  be  lowered  to 
185  percent  of  poverty.  In  both  cases,  eligibility  would  be  based 
only  on  current  income; 

(8)  require  that  application  forms  for  free  and  reduced-price 
meals  contain  only  the  family  size  income  eligibility  levels  for 
reduced-price  meals; 

(9)  allow  the  Secretary,  States  and  local  school  authorities  to 
seek  verification  of  data  submitted  on  applications  for  free  and 
reduced-price  meals.  In  addition,  it  would  require  States  and 
local  school  authorities  to  undertake  any  other  such  verifica- 
tion as  the  Secretary  may  prescribe  and  would  require  docu- 
mentation of  income  or  documentation  of  participation  in  the 
food  stamp  program  as  well  as  social  security  numbers  of  all 
adult  household  members; 

(10)  require  the  Secretary  to  conduct  a  pilot  study  verifying 
data  on  a  sample  of  applications; 

(11)  require  that  State  matching  revenues  equal  at  least  30 
percent  of  all  general  cash  reimbursement  funds  for  the  school 
lunch  program  made  available  in  the  school  year  beginning 
July  1,  1980; 

(12)  terminate  the  food  service  equipment  assistance  pro- 
gram; 

(13)  reduce  the  authorization  for  nutritional  education  and 
training  to  $10  million; 

(14)  eliminate  the  special  milk  program  except  in  schools  and 
institutions  which  do  not  participate  in  any  other  meal  pro- 
gram; 

(15)  exclude  from  the  definition  of  "school"  those  private 
schools  with  annual  tuitions  above  $1,500; 

(16)  eliminate  the  summer  food  service  program; 

(17)  limit  participation  in  the  child  care  food  program  to 
children  12  years  of  age  or  younger,  except  for  the  handi- 
capped; 

(18)  require  that  meal  reimbursements  for  the  child  care  food 
program  be  based  only  on  each  individual's  income  eligibility; 

(19)  make  "for-profit"  child  care  institutions  ineligible  to 
participate  in  the  child  care  food  program; 

(20)  reduce  the  reimbursement  factor  for  family  day  care 
home  meals  by  10  percent,  as  well  as  the  reimbursement  for 
day  care  home  providers'  administrative  expenses.  No  reim- 
bursement would  be  provided  to  children  of  providers  with 
incomes  above  185  percent  of  poverty; 
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(21)  reimburse  a  maximum  of  two  meals  and  one  snack  per 
child  per  day  in  the  child  care  food  program; 

(22)  prohibit  the  Secretary  from  directly  administering  any 
child  nutrition  program  that  the  Secretary  has  not  adminis- 
tered continuously  since  October  1,  1980; 

(23)  extend  to  children  in  elementary  schools,  when  approved 
by  the  local  school  district  or  nonprofit  private  schools,  the 
option  not  to  accept  foods  they  do  not  intend  to  consume; 

(24)  eliminate  requirement  for  a  State  plan  of  child  nutrition 
operations  except  for  those  plans  required  for  State  adminis- 
trative expense  funding,  nutrition  education  and  training,  and 
WIC; 

(25)  beginning  in  fiscal  year  1984,  exclude  residential  child 
care  institutions  from  the  definition  of  "school"; 

(26)  make  "commodity  only"  schools  eligible  to  receive  donat- 
ed commodities  equal  in  value  to  the  total  of  the  general  lunch 
cash  reimbursement  rate  and  the  national  average  commodity 
assistance  rate.  Such  schools  would  be  required  to  serve  meals 
meeting  the  nutritional  standards  set  forth  for  the  school 
lunch  program,  including  fluid  milk  and  components  of  each  of 
the  four  basic  food  groups,  and  would  be  eligible  to  receive 
special  assistance  cash  payments  for  free  and  reduced-price 
lunches;  and 

(27)  authorize  appropriations  for  the  special  supplemental 
food  program  (WIC)  of  $998  million  for  fiscal  year  1982,  $1,060 
million  for  fiscal  year  1983,  and  $1,126  million  for  fiscal  year 
1984. 

Purpose  and  Need 
grain  reserves 
Farm  storage  facility  loan  program 

The  Committe  adopted  a  provision  which  was  also  included  in 
S.  884,  the  Agriculture  and  Food  Act  of  1981  as  reported  from  the 
Committee,  to  amend  the  Commodity  Credit  Corporation  Charter 
Act  to  make  the  farm  storage  facility  loan  program  discretionary. 
Making  the  program  discretionary  rather  than  mandatory  results 
in  savings  in  direct  spending  of  $25  million  in  fiscal  year  1981,  $100 
million  in  fiscal  year  1982,  $110  million  in  fiscal  year  1983,  and 
$120  million  in  fiscal  year  1984,  according  to  the  Congressional 
Budget  Office. 

The  CCC  Charter  Act  contains  a  mandate  to  the  CCC  to  make 
loans  for  grain  storage.  The  Food  and  Agriculture  Act  of  1977, 
Public  Law  95-113,  provided  for  an  expanded  loan  program  to 
include  financing  facilities  for  storing  high  moisture  grain,  forage, 
or  silage.  The  size  of  facilities  was  based  on  2-years'  production  and 
the  loan  could  not  exceed  $50,000.  Public  Law  96-234,  signed  April 
11,  1980,  increased  the  loan  limit  to  $100,000  and  deleted  the  2- 
years  production  criteria  in  determining  the  size  of  facility  needed. 
Such  an  expanded  loan  program  is  effective  until  September  30, 
1981. 

With  the  1977  Act  provisions  expiring,  the  underlying  law  which 
mandates  a  loan  program  will  take  effect.  The  Committee  consid- 
ered revisions  of  this  legislation  during  debate  on  the  Agriculture 
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and  Food  Act  of  1981,  S.  884.  In  keeping  with  the  request  of  the 
Secretary  of  Agriculture  to  have  additional  flexibility  in  program 
operation,  the  Committee  agreed  to  make  the  program  discretion- 
ary. 

During  consideration  of  budget  reconciliation  measures,  the  Com- 
mittee agreed  to  report  this  portion  of  S.  884  as  a  part  of  the  cost- 
savings. 

Mandatory  interest  waiver 

The  Committee  adopted  a  provision  to  eliminate  the  requirement 
that  the  Secretary  of  Agriculture  waive  interest  on  loans  made  on 
1980  and  1981  crops  of  grain  placed  in  the  farmer-owned  grain 
reserve  program.  Interest  on  this  type  of  loan  would  be  required  to 
be  waived,  however,  in  the  event  of  an  embargo  which  discontinues 
trade  in  wheat  or  feed  grains  but  allows  trade  in  other  products. 

The  requirement  to  waive  interest  was  added  as  part  of  the 
Agricultural  Trade  Suspension  Adjustment  Act  of  1980.  That  Act 
was  developed  to  alleviate  the  negative  effects  on  U.S.  farmers  of 
the  partial  embargo  against  the  U.S.S.R.  That  embargo  forced  im- 
mediate cancellation  of  the  sale  of  approximately  17  million  tons  of 
grain  from  the  United  States  to  the  Soviet  Union  and  disallowed 
any  further  grain  sales.  This  action  reduced  the  effective  demand 
for  U.S.  farm  products  and  was  attributed  as  the  cause  of  reduced 
market  prices  which  U.S.  farmers  received. 

The  embargo,  imposed  by  President  Jimmy  Carter  on  January  4, 
1980,  was  lifted  by  President  Ronald  Reagan  on  April  24,  1981. 

The  Committee  considered  S.  947,  as  introduced  by  Senator 
Helms  at  the  request  of  the  Administration,  which  would  have 
eliminated  the  mandatory  interest  waiver  on  1980  and  1981  grains 
going  into  the  reserve. 

As  authorized  in  1977,  the  Secretary  may  waive  or  adjust  inter- 
est on  loans  for  grain  in  the  reserve  program.  Beginning  in  1977, 
farmers  were  required  to  pay  interest  on  their  loans  for  the  first 
year  the  grain  was  in  the  reserve  program,  but  interest  was  waived 
for  the  subsequent  years.  Following  the  grain  embargo,  the  1980 
Act  mandated  that  all  interest  charges  be  waived. 

The  Administration  favored  S.  947,  indicating  support  for  the 
original  authority  to  waive  or  adjust  interest,  but  strong  opposition 
to  the  mandatory  interest  waiver  as  unnecessarily  costly.  USDA 
indicated  that  S.  947  would  not  affect  the  1980  crops.  For  1981  crop 
grains  going  into  the  reserve,  interest  would  be  charged  the  first 
year  and  waived  in  the  subsequent  years  as  before. 

Senator  Dole  offered  an  amendment  to  require  that  interest  on 
reserve  loans  be  waived  if  future  embargoes  occur.  He  pointed  out 
that  this  would  apply  only  to  an  embargo  which  included  wheat  or 
feed  grains  but  allowed  other  types  of  trade  to  continue.  The  Ad- 
ministration indicated  that  the  amendment  would  not  change  the 
savings  resulting  from  S.  947. 

The  Committee  then  agreed  to  the  amendment  and  to  inclusion 
of  the  provision  in  the  reconciliation  legislation. 
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COMMODITY  INSPECTION  FEES 

Cotton  classing  and  inspection 

The  recommendations  of  the  Committee  would  provide  that  user 
fees  would  be  charged  and  collected  for  supervising  and  administer- 
ing cotton  classing  and  warehouse  inspection,  and  for  the  establish- 
ment of  cotton  standards.  A  ceiling  on  the  amount  of  user  fees  for 
cotton  classing  would  be  established  at  $12  million  in  fiscal  year 
1982,  $12.4  million  in  fiscal  year  1983,  and  $13  million  in  fiscal 
year  1984.  A  ceiling  on  the  amount  of  user  fees  collected  for  cotton 
warehouse  inspection  would  be  established  at  $400,000  in  fiscal 
year  1982,  $415,000  in  fiscal  year  1983,  and  $430,000  in  fiscal  year 
1984.  The  Secretary  would  be  required  to  establish  user  fees  at  a 
level  which  does  not  result  in  effectively  destroying  the  Federal 
cotton  classing  and  warehousing  inspection  system.  The  Secretary 
would  be  required  to  hold  annual  meetings  with  representatives  of 
the  cotton  industry  for  the  purpose  of  reviewing  the  operation  of 
the  cotton  classing  and  warehouse  inspection  programs.  The  effec- 
tive date  would  be  July  1,  1981. 

Fees  were  charged  for  cotton  classing  services  prior  to  the  enact- 
ment of  the  Smith-Doxey  amendment  to  the  Cotton  Statistics  and 
Estimates  Act,  which  has  as  one  of  its  primary  purposes  the  devel- 
opment of  better  quality  American  cotton.  This  was  achieved  by 
the  organization  of  cotton  improvement  groups  and  by  encouraging 
the  marketing  of  cotton  on  the  basis  of  quality.  Free  cotton  classing 
was  provided  to  encourage  producers  to  join  groups  which  carried 
out  cotton  improvement  programs.  Cotton  improvement  groups 
have  been  organized  across  all  of  the  cotton  producing  area  and  the 
Department  now  classes  about  97  percent  of  the  cotton  crop  each 
year  for  growers.  Historically,  grading  programs  have  been  set  up 
on  a  self-supporting  basis  or  have  become  self-supporting  following 
their  establishment.  Therefore,  it  is  considered  entirely  reasonable 
that  users  of  cotton  classing  services  be  required  to  pay  a  fee  for 
the  service. 

The  Smith-Doxey  amendment  provides  that  cotton  samples  sub- 
mitted for  classing  become  the  property  of  the  Federal  Govern- 
ment. Under  provisions  of  the  Federal  Property  and  Administra- 
tive Services  Act  of  1949,  USD  A  is  required  to  dispose  of  cotton 
samples  under  surplus  property  regulations.  All  loose  cotton  accu- 
mulations are  made  available  to  other  Government  agencies  or  sold 
with  net  proceeds  deposited  in  the  Treasury  as  miscellaneous  re- 
ceipts. 

Under  the  Committee  recommendation,  cotton  samples  would  no 
longer  be  subject  to  provisions  of  the  Federal  Property  and  Admin- 
istrative Services  Act  of  1949.  All  samples  would  be  sold  with  net 
proceeds  deposited  in  an  account  where  they  would  remain  availa- 
ble until  expended. 

Senator  Cochran  offered  a  package  of  five  amendments  to  the 
section  relating  to  cotton.  Because  of  a  concern  that  a  system  of 
user  fees  for  cotton  classing  and  relating  services  might  jeopardize 
the  entire  cotton  classing  system,  Senator  Cochran  proposed  to 
amend  S.  948  to  make  the  user  fee  system  for  cotton  classing 
effective  for  the  fiscal  years  1982  through  1984  only;  and,  to  estab- 
lish a  ceiling  on  the  amounts  of  fees  collected  for  classing  and 
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cotton  warehouse  inspection;  and,  to  require  that  the  fees  be  estab- 
lished at  a  level  which  does  not  result  in  effectively  destroying  the 
cotton  classing  and  warehouse  inspection  system. 

In  an  effort  to  assure  that  fees  collected  are  kept  to  a  minimum 
necessary  to  provide  needed  services,  the  amendments  provided 
that  any  interest  accruing  on  fees  collected  into  the  cotton  classing 
user  fee  account  or  in  the  warehouse  inspection  account  would  be 
credited  to  the  respective  accounts  for  use  by  the  Secretary  in 
providing  the  services;  and  that  the  prices  charged  for  necessary 
forms  representing  the  official  cotton  standards  of  the  United 
States  would  be  limited,  as  nearly  as  practicable,  to  the  estimated 
actual  costs  for  developing  and  preparing  such  forms. 

In  addition,  the  amendments  provide  that  the  Secretary  shall 
arrange  annual  meetings  with  representatives  of  the  cotton  indus- 
try to  assure  their  input  into  the  operation  of  the  cotton  classing 
and  warehouse  inspection  programs. 

Upon  assurances  that  the  amendments  would  not  reduce  the 
amount  of  savings  in  S.  948,  the  Committee  adopted  the  Cochran 
amendments  and  the  balance  of  S.  948,  as  previously  amended  by 
Senators  Huddleston  and  Helms,  as  part  of  the  reconciliation  pack- 
age. 

Tobacco  grading  and  inspection 

The  recommendations  of  the  Committee  jprovide  that  user  fees 
would  be  charged  and  collected  for  supervising  and  administering 
the  inspection,  certification  (grading),  and  establishment  of  stand- 
ards for  tobacco.  The  fees  would  be  collected  by  warehousemen 
from  sellers  of  tobacco.  A  national  advisory  committee  of  tobacco 
producers,  with  subcommittees  for  each  major  kind  of  tobacco, 
would  be  established  to  advise  the  Secretary  regarding  the  level  of 
tobacco  inspection,  fees,  and  other  services.  The  effective  date 
would  be  July  1,  1981. 

U.S.  grade  standards  for  tobacco  provide  both  growers  and 
buyers  with  a  universal  language  to  interpret  variations  in  tobacco 
quality.  The  grades,  established  by  the  Agricultural  Marketing 
Service  of  the  United  States  Department  of  Agriculture  under 
authority  of  the  Tobacco  Inspection  Act,  describe  tobacco  according 
to  group,  quality,  and  color. 

Tobacco  classification  (grade  standards)  and  inspection  have  been 
conducted  free-of-charge  at  designated  markets  since  adoption  of 
the  Tobacco  Inspection  Act  in  1935. 

Shortly  before  a  sale,  a  Federal  inspector  examines  each  lot  of 
tobacco  on  the  warehouse  floor  and  determines  its  grade  according 
to  the  official  U.S.  standards.  In  addition  to  the  inspection  service, 
daily  price  reports  showing  the  current  average  price  for  each 
grade  are  available  to  the  sellers  of  tobacco.  With  this  information, 
the  grower  can  determine  whether  his  tobacco  is  selling  in  line 
with  current  prices  and  decide  whether  he  want  to  sell,  reject  a 
bid,  or  accept  a  price-support  loan.  Without  inspection  of  tobacco 
there  would  be  much  uncertainty  about  the  price  any  lot  of  tobacco 
would  bring,  and  a  wide  range  in  the  prices  paid  for  lots  of  tobacco 
of  the  same  quality  would  be  likely. 

Under  the  Committee  recommendations,  fees  would  be  charged 
to  cover  the  services  under  the  Tobacco  Inspection  Act,  including 
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standardization  activities  which  have  traditionally  been  funded  by 
annual  appropriations.  The  receipts  would  be  deposited  into  an 
account  which  would  remain  available  until  expended. 

Senators  Helms  and  Huddleston  offered  an  amendment  to  the 
section  relating  to  tobacco  inspection,  grading  and  standardization 
of  services  furnished  under  authority  of  the  Tobacco  Inspection 
Act.  S.  948  provided  that  the  fees  were  to  be  collected  from  tobacco 
warehousemen.  The  Helms/Huddleston  amendment  provides  that 
the  fees  are  to  be  collected  by  tobacco  warehousemen  from  sellers 
of  tobacco.  Also,  the  amendment  provides  that  the  Secretary  shall 
establish  a  committee  and  subcommittees  of  tobacco  farmers  to 
advise  the  Secretary  on  matters  relating  to  the  fees  and  to  the 
quality  of  services  provided. 

Upon  inquiry  of  Senator  Andrews  as  to  whether  the  amendment 
would  change  the  CBO  cost  estimates,  and  a  response  in  the  nega- 
tive, the  Committee  adopted  the  Helms/Huddleston  amendment. 

Naval  stores  classification  and  inspection 

The  recommendations  of  the  Committee  provide  that  user  fees 
would  be  charged  and  collected  for  the  inspection  of  naval  stores 
products  (spirits  of  turpentine  and  rosin).  Fees  and  charges  would 
be  assessed  and  collected  from  processors  and  warehousers  of  naval 
stores.  The  effective  date  would  be  July  1,  1981. 

Pursuant  to  the  Naval  Stores  Act  of  1923,  the  Department  of 
Agriculture  performs  inspection  and  grading,  as  well  as  standardi- 
zation of  naval  stores  products  (spirits  of  turpentine  and  rosin).  The 
purpose  of  the  Act  is  to  prevent  the  misrepresentation,  adultera- 
tion, and  misgrading  of  turpentine  and  rosin  and  to  provide  a  basis 
for  uniformity  in  these  products.  Funds  for  these  activities  have 
always  been  made  available  by  annual  appropriations. 

On  June  5,  1981,  Senator  Cochran  urged  the  adoption  of  an 
amendment  to  S.  948,  as  amended,  to  provide  for  the  establishment 
and  collection  of  fees  to  cover  the  costs  of  inspection  services  for 
naval  stores  products.  Upon  assurances  that  the  amendment  would 
not  result  in  a  reduction  in  savings,  the  Committee  adopted  the 
amendment  and  incorporated  it  into  its  recommendations  to  the 
Budget  Committee. 

Inspection,  examination,  and  licensing  of  warehouses 

The  recommendations  of  the  Committee  would  provide  for  the 
imposition  of  user  fees  to  offset  the  cost  of  administering  the 
United  States  Warehouse  Act  (7  U.S.C.  251).  The  costs  covered 
would  include  activities  involving  applications  made  by  warehouse- 
men or  others  for  inspections;  original  licenses,  and  amendments  to 
licenses;  special  and  semiannual  unannounced  examinations  of 
warehousing  and  merchandising  activities  of  warehouses;  licensing 
of  applicants  to  inspect,  classify,  sample,  grade,  or  weigh  products; 
and  administration  and  supervision  of  the  program.  The  effective 
date  would  be  October  1,  1981. 

Since  passage  of  the  United  States  Warehouse  Act  in  1916,  the 
inspection,  examination,  and  licensing  of  warehouses  has  been  ad- 
ministered as  a  voluntary  program  with  appropriated  funds.  Fees 
provided  for  and  collected  thereunder  have  been  less  than  10  per- 
cent of  costs  and,  in  accordance  with  provisions  of  the  law,  have 
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been  deposited  into  the  Treasury  as  miscellaneous  receipts.  Fees 
have  been  charged  for  examination  and  inspections  made  pursuant 
to  applications  by  warehousemen,  or  other  persons  under  section  9, 
and  for  warehouse  licenses  or  amendments  of  such  licenses.  Fees 
have  also  been  charged  for  licensing  of  applicants  to  inspect,  classi- 
fy, sample,  grade,  or  weigh  products.  However,  fees  have  never 
been  charged  for  the  inspection  and  examination  of  the  over  2,100 
licensed  warehouses  or  administrative  and  supervisory  costs. 

The  major  program  emphasis  in  the  administration  of  the  United 
States  Warehouse  Act  is  the  semiannual  unannounced  compliance 
examinations  at  each  licensed  warehouse.  The  on-site  work  during 
the  examination  process,  both  before  and  after  licensing,  consti- 
tutes an  independent  review  or  examination  of  merchandising  ac- 
tivities and  storage  operations,  including  warehouse  records  and 
stored  inventory.  The  information  developed  is  of  primary  benefit 
to  sellers  and  depositors,  the  owners  of  stored  inventory,  who  indi- 
vidually are  not  in  a  position  to  determine  whether  their  interests 
are  being  properly  safeguarded.  The  results  of  the  examination  also 
benefit  the  licensed  warehousemen  as  a  check  on  the  status  of 
merchandising  activities,  storage  operations,  inventory  of  product 
and  records  and  on  the  performance  of  the  warehouse  employees 
engaged  in  actual  operations  of  the  warehouse.  The  examinations 
contribute  to  the  acceptability  of  warehouse  receipts  as  security  for 
loan  transactions  which  in  turn  benefit  both  the  warehousemen 
and  the  depositors. 

The  Committee  recommendation  would  amend  the  United  States 
Warehouse  Act  to  provide  for  the  imposition  of  user  fees  to  offset 
the  cost  of  administering  the  United  States  Warehouse  Act.  The 
costs  to  be  covered  include  activities  involving  applications  made 
by  warehousemen  or  others  for  inspections;  original  licenses,  and 
amendments  to  licenses;  special  and  semiannual  unannounced  ex- 
aminations of  warehousing  and  merchandising  activities  of  ware- 
houses; licensing  of  applicants  to  inspect,  classify,  sample,  grade  or 
weigh  products;  and  administration  and  supervision  of  the  pro- 
gram. 

A  ceiling  on  the  amount  of  user  fees  collected  for  cotton  ware- 
house inspection  would  be  established  at  $400,000  in  fiscal  year 
1982,  $415,000  in  fiscal  year  1983,  and  $430,000  in  fiscal  year  1984. 

Grain  inspection 

The  recommendations  of  the  Committee  provide  that  user  fees 
would  be  charged  and  collected  for  serpervising  and  administering 
the  inspection  and  weighing  of  grain.  Supervisory  and  administra- 
tive costs  would  not  be  permitted  to  exceed  30  percent  of  the  costs 
of  actual  inspection  and  weighing  services.  Authorization  for  appro- 
priations under  the  United  States  Grain  Standards  Act  (7  U.S.C.  71 
et  seq.)  would  be  terminated  September  30,  1985.  An  advisory  com- 
mittee would  be  established  to  provide  user  advice  to  the  Secretary 
of  Agriculture  in  matters  relating  to  grain  inspection  and  weigh- 
ing. The  effective  date  would  be  October  1,  1981. 

The  United  States  Grain  Standards  Act  currently  provides  that 
the  Administrator  of  the  Federal  Grain  Inspection  Service  (FGIS) 
shall  collect  fees  to  cover  the  costs  of  FGIS  inspection  and  weighing 
of  grain,  excluding  administrative  and  supervisory  costs.  However, 
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FGIS  is  also  responsible  for  the  supervision  of  inspection  and 
weighing  activities,  which  may  be  performed  by  FGIS  personnel  or 
by  States  and  private  agencies. 

In  the  1976  amendments  to  the  Grain  Standards  Act,  Public  Law 
94-582,  Congress  directed  the  Administrator  of  FGIS  to  collect  fees 
which  would  cover  all  inspection  and  weighing  costs,  including 
related  supervisory  and  administrative  costs  outside  the  Washing- 
ton office  of  FGIS.  It  further  provided  that  designated  agencies  and 
those  State  agencies  delegated  authority  to  perform  inspection  and 
weighing  of  grain  shall  pay  fees  to  FGIS  to  cover  the  cost  (outside 
the  Washington  office)  of  direct  supervision  of  agency  personnel 
and  direct  supervision  by  FGIS  personnel  of  its  field  office  person- 
nel. 

In  1977,  the  Act  was  amended  again  by  section  1602  of  the  Food 
Agriculture  Act  of  1977  to  delete  the  authority  to  recover  adminis- 
trative and  supervisory  costs.  The  Committee  recommendation 
would  reinstate  authority  to  recover  administrative  and  supervi- 
sory cost,  including  costs  incurred  in  the  Washington  office. 

According  to  the  Department  of  Agriculture,  supervision  over 
this  work  is  an  essential  and  intergral  part  of  official  grain  inspec- 
tion and  weighing  activities.  The  Committee  recommendation 
would  allow  the  Federal  Government  to  recover  from  users  of 
inspection  and  weighing  the  full  costs  of  those  services,  whether 
performed  by  FGIS,  designated  agencies,  or  delegated  States. 

S.  949,  to  amend  the  United  States  Grain  Standards  Act,  was 
introduced  April  8,  1981,  by  Chairman  Helms  at  the  request  of  the 
Administration.  On  June  3,  1981,  the  Committee  considered  the 
legislation  as  part  of  its  budget  reconciliation  action. 

Senator  Jepsen  stated  that  he  firmly  supported  a  strong  and 
trustworthy  grain  inspection  system  for  customers  of  U.S.  Grain. 
He  exressed  a  concern,  however,  that  the  methods  and  numbers  of 
personnel  suggested  to  administer  such  inspection  may  be  exces- 
sively costly  and  more  than  are  needed  to  assure  the  integrity  of 
the  system.  He  was  particularly  concerned  about  the  fact  that 
these  costs  would  be  passed  back  through  the  economic  chain  to 
the  producer  of  grain  in  the  form  of  a  reduced  price  for  his  prod- 
uct. Senator  Melcher  pointed  out  that  these  fees  would  be  passed 
on  to  the  producer. 

Senator  Andrews  proposed  a  package  of  amendments  which 
would:  (1)  establish  an  advisory  committee  of  not  more  than  12 
members,  (2)  terminate  FGIS  authorization  for  appropriations  as  of 
September  30,  1985,  and  (3)  place  limitations  on  administrative  and 
supervisory  costs.  These  costs  would  be  limited  to  the  lesser  of  40 
percent  of  the  total  costs  of  providing  inspection  and  weighing 
services  by  FGIS,  or  $15  million  in  fiscal  year  1982,  adjusted  by  the 
cost  of  living  index  in  subsequent  fiscal  years. 

In  a  subsequent  session  on  June  4,  Senator  Andrews  modified  his 
amendment  so  that  the  limitation  on  administrative  and  supervi- 
sory costs  could  be  no  more  than  30  percent  of  the  total  costs  of  the 
services  and  there  would  not  be  a  dollar  limit  specified. 

Through  the  advisory  committee  and  the  1985  "sunset",  the  An- 
drews amendments  were  intended  to  assure  continued  congression- 
al oversight  and  increased  input  from  the  grain  industry,  commen- 
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surate  with  the  increased  share  of  the  total  costs  which  the  indus- 
try will  bear. 

The  Administration  indicated  that  they  would  not  object  to  the 
amendments.  According  to  CBO,  the  amendments  would  not  alter 
the  budgetary  savings,  and  the  amendments  were  approved. 

Senators  Heflin,  Cochran,  and  Jepsen  emphasized  that  the  FGIS 
should  streamline  its  operation  so  as  to  be  more  efficient.  The 
administrative  costs  relative  to  operational  costs  should  be  reduced, 
and  the  numbers  of  supervisors  relative  to  actual  inspectors  should 
be  kept  at  the  minimum  necessary.  Users  of  official  inspection  and 
weighing  services  will,  under  the  recommendations,  be  required  to 
pay  for  supervisory  activities;  and  the  Committee  is  concerned  that 
costs  to  users  be  kept  to  a  minimum.  The  funds  saved  in  supervis- 
ing with  increased  efficiency  can  reduce  fees  paid  by  the  users;  and 
these  savings  can,  ultimately,  be  passed  on  to  U.S.  farmers. 

It  is  also  the  intent  of  the  Committee  that  the  minimum  user 
fees  for  supervision  provided  for  under  the  bill  be  applied  uniform- 
ly among  the  various  export  port  locations  in  the  United  States.  In 
this  regard,  the  Committee  is  aware  that  the  passage  of  the  United 
States  Grain  Standards  Act  of  1976  and  the  establishment  of  the 
Federal  Grain  Inspection  Service  to  administer  the  Act  and  per- 
form official  inspection  and  weighing  at  export  port  locations  ad- 
dressed a  serious  problem  then  existing  at  some  U.S.  ports.  Howev- 
er, the  1976  Act  also  recognized  the  quality  inspection  and  weigh- 
ing services  being  provided  by  State  agencies  at  these  locations, 
and  gave  the  Administrator  of  the  Service  the  authority  to  delegate 
the  Service's  inspection  and  weighing  responsibilities  to  qualified 
State  agencies.  Inspection  and  weighing  have  been  conducted  effi- 
ciently by  delegated  State  agencies  since  1976.  Today,  eight  States 
are  delegated  to  provide  these  services.  In  addition,  the  Committee 
recently  approved  legislation  now  pending  in  the  Senate  (S.  884)  to 
allow  additional  State  agencies  to  qualify  for  delegation  of  authori- 
ty at  the  export  port  locations.  Clearly,  the  bill  should  in  no  way 
conflict  with  the  provisions  of  law  allowing  the  delegation  of  au- 
thority to  State  agencies.  Therefore,  the  Administrator  of  the  Serv- 
ice should  take  care  to  assure  that,  to  the  extent  practicable, 
supervision  activities  in  States  providing  delegated  services  in  no 
way  contribute  to  inequitable  differentials  in  supervision  fees  be- 
tween those  locations  and  locations  at  which  the  Service  performs 
inspection  and  weighing;  and  that  implementation  of  the  bill  not 
cause  aggregate  (inspection  or  weighing  services  plus  supervision) 
fees  charged  to  users  in  locations  where  services  are  performed  by 
delegated  State  agencies  to  exceed  those  charged  by  the  Service 
where  it  is  performing  inspection  and  weighing  services  under 
similar  circumstances. 

At  the  suggestion  of  Senators  Helms  and  Huddleston,  Senator 
Cochran  agreed  to  hold  hearings  on  the  matter  of  user  fees  and  the 
efficiency  of  USD  A  inspection  and  personnel.  Hearings  will  be 
conducted  by  the  Subcommittee  on  Agricultural  Production,  Mar- 
keting, and  Stabilization  of  Prices.  Subcommittee  Chairman  Coch- 
ran invited  any  Senator  on  the  Committee  to  participate. 

S.  949  as  amended  was  approved  and  incorporated  into  the  Com- 
mittee recommendations. 
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FARM  AND  RURAL  DEVELOPMENT  PROGRAMS 

Water  and  waste  disposal  program  and  community  facility  program 

The  Committee  recommends  several  changes  in  the  water  and 
waste  disposal  and  community  facility  loan  programs  of  the  Farm- 
ers Home  Administration  (FmHA).  Specifically,  the  Committee  pro- 
vided that:  (1)  the  insured  community  facility  loan  level  for  fiscal 
year  1982  be  set  at  $130  million  and  the  insured  water  and  waste 
disposal  loan  level  for  fiscal  year  1982  be  set  at  $300  million;  (2)  the 
interest  rate  for  insured  water  and  waste  disposal  and  community 
facility  loans  be  set  at  3  percentage  points  below  the  comparable 
municipal  bond  rate;  and  (3)  a  cap  of  $100  million  be  placed  on  the 
amount  of  grants  under  the  water  and  waste  disposal  program 
beginning  in  fiscal  year  1982. 

The  FmHA  provides  loans  and  grants  to  communities  to  con- 
struct, enlarge,  extend  or  improve  water,  sewer,  and/or  solid  waste 
disposal  systems  under  the  water  and  waste  disposal  program. 
Under  the  community  facility  loan  program  the  FmHA  provides 
loans  to  build,  install,  or  expand,  community  facilities,  including, 
for  example,  industrial  parks,  libraries,  fire  facilities,  and  roads. 

The  present  interest  rate  on  loans  to  public  bodies  and  nonprofit 
associations  made  under  the  water  and  waste  disposal  program  and 
the  community  facilities  program  is  legislated  at  a  maximum  of  5 
percent. 

Chairman  Helms  introduced  S.  944,  upon  the  request  of  the 
Administration,  to  repeal  the  5  percent  interest  ceiling  on  these 
loans  and  to  provide  instead  for  a  rate  based  on  the  market  for 
municipal  bonds. 

The  Committee  considered  two  proposals  during  deliberation  of 
this  section  of  the  reconciliation  package.  The  first  would  set  in- 
sured loan  levels  for  fiscal  year  1982  at  $130  million  for  community 
facility  loans  and  $300  million  for  insured  water  and  waste  disposal 
loans  and  to  establish  an  interest  rate  based  on  the  rate  for  munici- 
pal bonds  except  that  a  5  percent  rate  would  be  available  to  com- 
munities required  to  meet  Federal  or  State  health  or  sanitary 
standards  in  areas  where  the  median  income  is  below  the  poverty 
level. 

The  second  proposal  considered  by  the  Committee  would  provide 
$130  million  for  insured  community  facility  loans  and  $300  million 
for  insured  water  and  waste  disposal  loans,  and  establish  an  inter- 
est rate  on  all  loans  under  these  programs  at  3  percentage  points 
below  the  municipal  bond  rate. 

After  discussion,  the  second  proposal  was  adopted.  It  was  the 
position  of  the  Committee  that  a  less  subsidized  loan  rate  should  be 
available  to  all  communities  rather  than  a  more  subsidized  rate  for 
just  a  small  category  of  communities. 

The  Committee  further  amended  the  water  and  waste  disposal 
program  by  establishing  a  ceiling  for  grants  made  under  this  pro- 
gram at  $100  million.  Since  the  Administration  indicated  that  the 
loan  to  grant  ratio  under  this  program  is  3  to  1,  $100  million  in 
grants  would  be  sufficient  with  a  $300  million  loan  level  as  pro- 
vided by  the  Committee. 

It  is  the  intent  of  the  Committee  that  the  Secretary  of  Agricul- 
ture make  at  least  75  percent  of  the  water  and  waste  disposal 
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grant  funds  available  to  communities  where  a  significant  portion  of 
the  persons  served  by  such  facilities  are  of  low  income  as  deter- 
mined by  the  Secretary. 

Farm  ownership,  operating,  and  emergency  loans 

The  Committee  recommends  several  changes  in  the  farm  owner- 
ship, farm  operating,  and  emergency  loan  programs  of  FmHA. 
Specifically,  the  Committee  adopted  provisions  which  will:  (1)  Allow 
borrowers  who  can  receive  credit  elsewhere  access  on  a  discretion- 
ary basis,  to  loans  under  the  FmHA  emergency  loan  program  at  a 
rate  of  interest  not  in  excess  of  the  prevailing  private  market 
interest  rate  for  similar  loans;  (2)  provide  for  $1,325  billion  in 
insured  operating  loans  and  $700  million  in  insured  ownership  for 
fiscal  year  1982  of  which  15  percent  must  go  to  low-income,  limited- 
resource  borrowers  at  a  rate  of  interest  at  3  percentage  points  less 
than  the  cost  of  money  to  the  Government;  (3)  increase  the  interest 
rate  on  FmHA  emergency  loans  covering  actual  disaster  loss  from 
5  percent  to  the  cost  of  money  to  the  Government  for  obligations 
with  comparable  maturities;  and  (4)  require  that  emergency  loans 
be  limited  to  amounts  provided  in  advance  in  appropriation  Acts. 

The  FmHA  provides  loans  under  the  farm  ownership  loan  pro- 
gram to  qualified  farmers  and  ranchers  to  buy  land;  refinance 
debts;  construct,  repair,  or  improve  buildings;  improve  farmland; 
develop  water  facilities;  and  establish  farm-based  business  enter- 
prises to  supplement  farming  income.  Low-income,  limited-resource 
borrowers  may  qualify  for  an  interest  rate  of  5  percent  under  this 
program.  Other  borrowers  may  qualify  for  an  interest  rate  of  5 
percent  under  this  program.  Other  borrowers  pay  an  interest  rate 
equal  to  the  cost  of  money  to  the  Government  for  obligations  with 
comparable  maturities. 

The  FmHA  farm  operating  loan  program  provides  loans  to  opera- 
tors of  family  farms  to  buy  livestock,  equipment,  feed,  seed,  fertiliz- 
er, and  other  supplies  for  farm  and  home  operations;  refinance 
debts  or  pay  interest  on  them;  assist  with  payments  on  equipment; 
make  minor  real  estate  improvements;  improve  forest  lands;  estab- 
lish nonform  enterprises  to  supplement  farm  income.  The  interest 
rate  on  these  loans  for  limited-resource  borrowers  is  currently  set 
administratively  at  7  percent.  Other  borrowers  must  pay  an  inter- 
est rate  equal  to  the  cost  of  money  to  the  Government  for  obliga- 
tions with  comparable  maturities. 

Current  legislation  requires  that  no  less  than  25  percent  of  the 
insured  loans  for  farm  ownership  and  farm  operating  purposes  be 
used  for  limited-resource  borrowers. 

Emergency  (disaster)  loans  (EM)  are  provided  by  FmHA  to  eligi- 
ble farmers  and  ranchers  to  cover  loss,  both  production  and  physi- 
cal, from  natural  disasters  that  are  not  otherwise  compensated  so 
farmers  may  continue  their  operations 

Loans  under  this  program  for  amounts  up  to  the  actual  loss  are 
provided  at:  { 
5  percent  interest  for  those  borrowers  who  cannot  obtain 
credit  elsewhere,  and 

an  interest  rate  not  to  exceed  the  Government's  cost  of  bor- 
rowing plus  up  to  1  percent  for  those  borrowers  who  can  obtain 
credit  elsewhere. 
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Legislation  was  introduced  (S.  945)  by  Chairman  Helms,  upon 
request  of  the  Administration,  to  address  issues  in  the  aforemen- 
tioned programs. 

Title  I  of  S.  945  would  amend  the  Consolidated  Farm  and  Rural 
Development  Act  by:  (1)  removing  the  5  percent  interest  rate  ceil- 
ing on  farm  ownership  loans  to  limited  resource  borrowers;  (2) 
eliminating  the  authorization  for  farm  ownership  loans  to  limited 
resource  borrowers;  (3)  requiring  that  emergency  loans  be  limited 
to  amounts  provided  in  advance  in  appropriation  Acts;  (4)  eliminat- 
ing emergency  loans  to  those  borrowers  who  can  obtain  credit 
elsewhere;  (5)  repealing  the  5  percent  interest  rate  ceiling  on  actual 
loss  loans  to  those  borrowers  who  cannot  obtain  credit  elsewhere 
and  providing,  instead,  for  a  rate  based  on  the  Government's  cost 
of  borrowing;  and  (6)  repealing  the  statutory  requirement  that  at 
least  25  percent  of  the  farm  ownership  and  farm  operating  insured 
loans  be  used  for  limited  resource  borrowers. 

Senator  Huddleston  offered  an  amendment  to:  (1)  restore  the 
provisions  of  the  Consolidated  Farm  and  Rural  Development  Act 
authorizing  emergency  loans  for  farmers  who  can  obtain  credit 
elsewhere;  and  (2)  authorize  the  Secretary  of  Agriculture  to  set  the 
interest  rate  for  such  emergency  loans  at  not  in  excess  of  the 
prevailing  market  interest  rate  for  similar  loans.  The  Committee 
adopted  this  amendment  after  Senator  Huddleston  explained  the 
need  of  farmers  who  have  experienced  losses  from  natural  disasters 
for  a  source  of  credit  from  FmHA.  It  is  the  Committee's  intent  that 
the  authority  to  make  emergency  loans  to  credit-worthy  borrowers 
is  discretionary  with  the  Secretary. 

The  Committee  expressed  concern  regarding  the  effect  of  the 
proposal  to  eliminate  the  interest  subsidy  to  low-income,  limited- 
resource  borrowers  for  farm  ownership  and  farm  operating  loans. 
Since  most  of  these  loans  are  made  to  young  farmers  with  little  or 
no  capital,  it  was  felt  that  there  was  a  need  to  continue  a  subsi- 
dized loan  program  to  assist  these  farmers. 

Three  options  were  considered  by  the  Committee  which  would 
allow  continuation  of  a  limited  resource  subsidy  while  still  effect- 
ing a  savings  in  the  direct  spending.  The  three  options  were:  (1) 
Establish  the  level  of  insured  operating  loans  at  $1,325  billion  and 
the  insured  ownership  loans  at  $700  million  and,  mandate  that  at 
least  10  percent  of  these  loans  go  to  limited  resource  borrowers  at 
an  interest  rate  of  50  percent  of  the  cost  of  money  to  the  Govern- 
ment, but  not  less  than  7  percent;  (2)  also  establish  the  level  of 
insured  operating  loans  at  $1,325  billion  and  insured  membership 
loans  at  $700  million,  with  at  least  15  percent  of  these  loans 
mandated  to  go  to  limited-resource  borrowers  at  a  rate  of  interest  3 
percentage  points  below  the  cost  of  money  to  the  Government;  and 
(3)  establish  the  level  of  insured  operating  loans  at  $980  million 
and  insured  ownership  loans  at  $520  million  with  at  least  20  per- 
cent of  these  loans  mandated  for  limited-resource  borrowers  at  an 
interest  rate  of  3  percentage  points  below  the  cost  of  money  to  the 
Government. 

After  discussion,  the  Committee  adopted  the  second  proposal  in 
order  to  ensure  that  the  largest  number  of  limited-resource  borrow- 
ers could  receive  a  subsidized  interest  rate  for  farm  ownership  and 
farm  operating  loans  while  still  maintaining  the  adequate  loan 


48 


levels.  It  was  anticipated  that  interest  rates  to  all  borrowers  will 
decline  to  allow  limited-resource  borrowers,  under  this  proposal,  an 
acceptable  level  of  credit  at  a  favorable  rate  of  interest. 

This  proposal  was  accepted  by  the  Committee  on  a  vote  of  12 
to  4. 

Rural  Electrification  Act  amendments 

The  Committee  adopted  several  amendments  to  the  Rural  Elec- 
trification Act  of  1936  for  inclusion  in  the  reconciliation  package. 
The  amendments  would:  (1)  eliminate  the  special  2  percent  insured 
interest  rate  for  electric  and  telephone  borrowers  except  in  cases  of 
extreme  hardship;  and  (2)  require  Federal  Financing  Bank  lending 
for  guaranteed  loans  when  so  requested  by  the  borrower. 

The  Rural  Electrification  Administration  (REA)  is  authorized  by 
the  Rural  Electrification  Act  of  1936  to  provide  capital  through 
insured  loans  and  guarantees  of  loans  by  other  lenders  to  qualified 
rural  electric  and  telephone  organizations. 

The  REA  provides  insured  2  percent  and  5  percent  loans  from 
the  Rural  Electric  and  Telephone  Revolving  Fund  as  well  as  loan 
guarantees  made  through  the  Federal  Financing  Bank  and  other 
qualified  lending  institutions. 

The  Administration  proposed  in  its  Program  for  Economic  Recov- 
ery that  the  special  2  percent  insured  loan  rate  be  eliminated  and 
origination  of  REA  guaranteed  loans  by  the  Federal  Financing 
Bank  be  discontinued. 

Legislation  was  introduced  by  Chairman  Helms,  upon  request,  (S. 
950)  to  eliminate  the  2  percent  loan  rate.  No  legislative  action  was 
required  to  discontinue  FFB  financing  as  this  would  be  accom- 
plished administratively. 

Senator  Huddleston  offered  an  amendment  to  S.  950  which  would 
require  the  Federal  Financing  Bank  on  the  request  of  the  borrow- 
er, to  make  loans  guaranteed  by  the  Administrator  of  REA  under 
the  Rural  Electrification  Act.  The  interest  rate  the  Federal  Financ- 
ing Bank  could  charge  for  such  loans  could  not  be  more  than  the 
interest  rate  charged  by  the  Bank  on  similar  loans  it  makes  or 
purchases.  This  amendment  was  adopted. 

The  Committee  then  approved  S.  950,  as  amended,  as  part  of  the 
reconciliation  package  by  a  unanimous  voice  vote. 

PUBLIC  LAW  480 

The  Agricultural  Trade  Development  and  Assistance  Act  of  1954 
(Public  Law  480)  was  enacted  at  a  time  when  the  inconvertibility  of 
foreign  currencies  and  insufficient  quantities  of  U.S.  dollars,  for 
use  in  purchasing  United  States  commodities  by  potential  foreign 
customers  severely  limited  commercial  exports  of  domestic  agricul- 
tural commodities  despite  the  existence  of  large  surpluses.  Under 
the  provisions  authorizing  sales  for  foreign  currencies  and  provid- 
ing for  dollar  credit  and  convertible  local  currency  credit,  a  mecha- 
nism was  established  for  developing  export  markets  and  furthering 
U.S.  foreign  policy  interests.  In  addition,  agricultural  commodities 
to  relieve  famine  and  other  humanitarian  purposes  are  provided  to 
foreign  countries  through  programs  under  title  II  of  the  Act. 

In  fiscal  years  1956  through  1965,  the  Public  Law  480  program 
financed  between  one-quarter  and  one-third  of  all  agricultural  ex- 
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ports.  Since  the  mid-1960's,  the  value  and  tonnage  involved  in  title 
I  concessional  sales  have  declined  as  commercial  exports  have 
grown.  In  fiscal  year  1980,  title  I  concessional  sales  represented 
only  3  percent  of  total  agricultural  exports,  although  they  account- 
ed for  a  larger  share  of  exports  of  particular  crops  (for  example,  6.5 
percent  of  wheat  and  13  percent  of  rice).  In  addition,  other  condi- 
tions in  the  agricultural  marketplace  have  changed  significantly 
since  the  1950's.  For  example,  borrowing  costs  to  the  United  States 
for  financing  commodities  sales  have  increased  sharply  in  recent 
years  and  agricultural  commodity  surpluses  have  been  significantly 
reduced. 

Under  these  circumstances,  it  is  important  to  closely  monitor  the 
sales  of  agricultural  commodities  under  title  I  so  that  local  invest- 
ment in  agricultural  production  and  the  building  of  local  stockpiles 
of  commodities  in  foreign  countries,  that  most  need  to  develop 
their  agricultural  production  capacity,  are  not  discouraged. 

Concessional  sales  through  title  I  are  also  used  to  further  U.S. 
foreign  policy.  Responding  to  the  1977  congressional  mandate,  75 
percent  of  concessional  sales  now  go  to  low-income  countries  (per 
capital  GNP  of  $625  or  less).  Concessional  sales  also  provide  budget 
support  to  selected  countries  for  purposes  related  to  U.S.  national 
security.  About  one-half  of  the  dollar  volume  of  such  sales  in  the 
1981  allocation  for  title  I  is  to  countries  receiving  assistance 
through  the  security-oriented  Economic  Support  Fund. 

In  order  to  reduce  Public  Law  480  direct  spending,  the  Commit- 
tee made  a  change  in  the  sales  terms  of  title  I  of  Public  Law  480 
which  accomplishes  savings  in  direct  spending  of  $13  million  in 
fiscal  year  1982,  $26  million  in  fiscal  year  1983,  and  $39  million  in 
fiscal  year  1984.  These  savings  are  made  possible  by  raising  the 
interest  rates  from  current  levels  of  2  percent  for  the  grace  period 
and  3  percent  for  the  balance  of  the  repayment  period  to  4  percent 
and  6  percent,  respectively.  Another  amendment  was  offered  for 
Committee  consideration,  which  would  have  shortened  the  repay- 
ment periods  of  title  I  loans  from  a  maximum  of  40  years,  includ- 
ing a  grace  period  of  a  maximum  of  10  years,  to  a  maximum  of  25 
years,  including  a  grace  period  of  not  more  than  5  years.  Like  the 
increase  in  interest  rates,  this  proposal  sought  to  address  the  objec- 
tions cited  by  the  Office  of  Management  and  Budget  in  its  recom- 
mendation earlier  this  year  that  title  I  levels  be  significantly  re- 
duced in  fiscal  year  1982,  and  phased  out  altogether  by  fiscal  year 
1984.  OMB  questioned  both  the  need  for  highly  concessional  food 
aid  in  a  period  of  rapidly  rising  international  commercial  agricul- 
tural demand  and  the  utility  of  title  I,  based  on  the  historical 
record,  in  accomplishing  development  objectives  in  the  Third 
World.  Senator  Leahy  and  others  who  supported  the  proposal  be- 
lieved that  shorter  duration  title  I  agreements,  like  higher  interest 
|  charges,  would  encourage  purchasers  to  make  better  use  of  food  aid 
I  for  development  while  at  the  same  time  reducing  the  budgetary 
exposure  of  the  Public  Law  480  program.  A  variety  of  consider- 
j  ations  led  the  Committee  to  stop  short  of  legislating  the  proposed 
I  25  year  maximum  for  title  I  agreements.  They  included: 

The  view  that  the  shorter  repayment  period  and  higher 
annual  payment  costs  might  impose  hardships  on  some  of  the 
poorest  developing  countries; 
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The  fear  that  legislating  new  ground  rules  across-the-board 
might  limit  the  flexibility  of  the  Executive  Branch  to  respond 
to  particular  country  circumstances; 

The  concern  that  the  flexibility  of  the  Administration  to  use 
title  I  to  export  U.S.  agricultural  commodities  or  to  use  such 
commodities  to  advance  U.S.  foreign  policy  objectives  should 
not  be  unduly  limited  (although  the  Committee  believes  that 
foreign  policy  considerations  have  frequently  been  given  too 
much  weight  in  food  aid  allocations);  and 

The  view  that  further  study  and  discussion  is  needed  before 
proceeding  to  shorten  the  duration  of  title  I  agreements 
through  legislative  changes. 
It  is  the  intent  of  the  Committee,  however,  that  the  duration  of 
future  title  I  agreements  should  reflect  the  needs  of  individual 
developing  countries  and  their  ability  to  pay  for  the  commodities 
received. 

Accordingly,  the  duration  of  individual  title  I  agreements  should 
be  reduced,  wherever  possible,  to  conform  to  the  improving  eco- 
nomic situation  and  balance  of  payments  position  of  developing 
countries.  Countries  which  have  received  concessional  food  aid  in 
the  past  should  be  encouraged  to  move  to  commerical  imports 
whenever  possible. 

In  our  Report  on  the  Agriculture  and  Food  Act  of  1981  (Report 
97-126),  the  Committee  noted  that  U.S.  Government  agencies  re- 
sponsible for  Public  Law  480  have  not  given  sufficient  attention  in 
the  past  to  the  development  purposes  of  the  Act.  To  accomplish 
these,  we  indicated,  "additional  argicultural  and  development  ex- 
pertise will  be  required  both  in  U.S.  missions  overseas  and  in 
Washington."  (p.  139)  Such  expertise  will  be  helpful  in  tailoring  the 
duration  of  Public  Law  480  agreements,  and  the  uses  of  title  I 
commodities,  to  the  situations  of  individual  countries. 

The  strengthened  self-help  provisions  of  title  I,  which  the  Com- 
mittee has  already  adopted  in  the  Agriculture  and  Food  Act  of 
1981,  provide  new  encouragement  for  improved  development  per- 
formance by  title  I  recipients.  The  change  in  interest  rates  and  the 
more  selective  use  of  lengthy  loan  repayment  periods  provided  for 
in  the  reconciliation  action  should,  in  their  own  way,  also  serve  to 
improve  title  I  development  performance.  Taken  together,  the  Com- 
mittee's actions  are  thus  an  important  step  in  strengthening  the 
development  provisions  of  Public  Law  480.  They  will  require,  how- 
ever, that  U.S.  Government  agencies  give  greater  consideration  to 
development  commitment  and  performance  by  title  I  recipients. 

The  Committee  will  monitor  closely  the  administration  of  the 
Food  for  Peace  program  to  assure  itself  that  its  intentions  for 
Public  Law  480  are  effectively  implemented. 

The  Committee  also  considered  an  amendment  to  eliminate  the 
cargo  preference  requirement  for  title  I  and  title  II  shipments 
which  was  adopted  by  a  10  to  4  vote.  This  means  that  the  use  of 
U.S.  flag  vessels  will  no  longer  be  required  for  Public  Law  480 
commodity  shipments  and  thus  relieves  the  Commodity  Credit  Cor- 
poration of  the  obligation  to  finance  ocean  freight  charges  to  cover 
the  differential  between  U.S.  flag  rates  and  foreign  flag  rates  and 
will  otherwise  allow  the  use  of  lower  cost  ocean  carriers  in  connec- 
tion with  these  programs.  j 
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At  Senator  Andrews'  request,  the  Committee  expressed  its  desire 
that  the  report  reflect  that  the  Committee  does  not  oppose  cargo 
preference  laws  to  protect  America's  maritime  industry.  However, 
the  Committee  is  of  the  opinion  that  if  the  cargo  preference  laws 
are  in  the  best  interest  of  this  Nation,  the  costs  incurred  as  a 
result  of  such  laws  should  be  borne  by  defense  or  transportation 
functions  and  not  by  the  Commodity  Credit  Corporation.  The  ex- 
emption of  Public  Law  480  shipments  from  the  cargo  preference 
laws  was  estimated  to  generate  savings  of  $75  million  in  each  of 
the  fiscal  year  1982,  1983,  and  1984.  In  order  to  assure  actual 
savings  of  this  amount,  that  is,  to  assure  that  the  savings  in  trans- 
portation costs  would  not  be  offset  by  increased  spending  in  other 
areas  of  the  Public  Law  480  programs,  the  Committee  agreed  that 
the  program  levels  for  Public  Law  480  be  reduced  below  the  CBO 
baseline  by  $75  million  in  each  of  the  fiscal  years  1982  through 
1984. 

Since  expenditures  in  recent  years  have  not  reached  authorized 
levels,  particularly  under  title  I,  the  Committee  decided  Public  Law 
480  expenditures  could  be  moderated  without  harm  to  the  program. 
Thus  the  Committee  agreed  to  reduce  the  authorization  levels  for 
Public  Law  480  programs  below  the  CBO  baseline  in  fiscal  years 
1983  and  1984  by  an  additional  amount  of  $250  million  and  $300 
million,  respectively.  Although  consistent  with  President  Reagan's 
proposed  funding  levels,  these  reductions  will  not  reduce  Public 
Law  480  authorizations  below  those  funding  levels. 

Finally,  Senator  Boschwitz  noted  that  the  authorization  ceiling 
established  by  the  Committe  for  fiscal  year  1982  exceeds  the  pro- 
posed funding  level  for  the  programs  by  approximately  $200  mil- 
lion. At  the  Senator's  request,  the  Committee  recommended  that 
$100  million  of  that  excess  be  appropriated  for  the  purpose  of 
funding  an  agricultural  export  credit  revolving  fund. 

MISCELLANEOUS 

Personnel  reduction  for  the  Department  of  Agriculture 

The  Committee  recommended  that  a  ceiling  be  placed  on  the 
total  number  of  employees  at  the  Department  of  agriculture  based 
on  the  level  of  employment  in  fiscal  year  1981.  This  ceiling  is 
established  by  setting  the  maximum  allowable  number  of  full-time 
equivalent  staff  years  for  all  persons  employed  by  the  Department 
of  Agriculture  at  118,360  staff  years  for  each  of  the  fiscal  years 
1982  through  1984.  In  any  given  year,  the  total  number  of  staff 
years  is  calculated  by  adding  together  the  hours  worked  by  all 
employees  and  dividing  the  sum  by  the  number  of  hours  in  one 
staff  year  (2,080  hours).  The  quotient  of  this  calculation  cannot 
exceed  the  ceiling  for  the  fiscal  years  involved. 

The  change  was  proposed  by  Senator  Boren  as  a  means  of  achiev- 
ing reductions  in  employee  levels  to  correspond  with  reductions  in 
direct  spending  programs.  As  discussed  during  Committee  consider- 
ation, even  though  salaries  and  expenses  are  not  directly  addressed 
by  the  legislative  language,  the  Committee  feels  that  a  reduction  in 
personnel  will  also  reduce  other  expenses  in  the  Department.  Over- 
all costs  should  decrease  for  office  space,  office  supplies  and  travel 
and  other  expenses  directly  related  to  employment  levels.  Accord- 
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ingly,  the  Committee  encourages  the  Secretary  of  Agriculture,  in 
adhering  to  this  personnel  ceiling,  to  effect  a  9  percent  reduction  in 
the  salaries  and  expenses  paid  to  Washington  and  regional  person- 
nel for  administering  and  supervising  the  programs  of  the  Depart- 
ment from  the  levels  of  such  activities  for  the  1981  fiscal  year.  To 
the  extent  practicable,  the  reductions  should  not  be  made  in  activi- 
ties of  the  Department  directly  involving  services  to  the  public  and 
to  farmers. 

Alcohol  fuels 

The  Committee  recommended  that  the  authorization  for  the  alco- 
hol fuels  program  be  reduced  to  a  level  that  would  achieve  savings 
in  budget  authority  of  $65  million  in  fiscal  year  1981.  However, 
since  the  CBO  baseline  for  biomass  energy  development  activities  is 
less  than  the  current  authorization  level,  CBO  estimates  that  in 
order  to  achieve  this  level  of  savings  it  is  necessary  to  reduce  the 
total  authorization  level  in  section  204  of  the  Biomass  Energy  and 
Alcohol  Fuels  Act  of  1980  from  $1,450  billion  to  $1,310  billion  and 
to  make  a  corresponding  reduction  from  $600  million  to  $460  mil- 
lion for  the  portion  of  the  program  administered  by  the  Secretary 
of  Agriculture. 

This  action  is  consistent  with  the  President's  proposal  for  termi- 
nation of  the  alcohol  fuels  program  and  rescission  of  unobligated 
funds.  Funds  for  the  program  were  rescinded  by  the  recently  en- 
acted supplemental  appropriation  and  rescission  bill  (Public  Law 

97-12). 

Food  stamps 

The  Committee  incorporated  various  sections  from  S.  1007,  the 
Food  Stamp  and  Commodity  Distribution  Amendments  of  1981,  as 
ordered  to  be  reported  on  May  12,  1981,  to  serve  as  reconciliation 
provisions.  All  sections  of  S.  1007  for  which  the  Congressional 
Budget  Office  attributed  savings  are  included  in  the  following  rec- 
onciliation provisions.  A  more  complete  description  of  these  and 
other  provisions  from  S.  1007  with  background  and  testimony  is 
included  within  Senate  Report  97-128. 

Family  unit  requirement;  boarders 

Two  provisions  are  designed  to  prevent  food  stamp  household 
members  from  artificially  claiming  to  be  separate  households,  al- 
though they  live  together,  and  thereby  receiving  larger  benefits. 
Because  small  households  are  provided  more  food  stamps  per 
person  and  because  the  same  standard  deduction  is  applied  to 
income  regardless  of  household  size,  a  residential  unit  that  splits 
into  several  smaller  households  can,  under  present  law,  receive 
larger  total  benefits  than  would  be  the  case  if  the  individuals 
applied  as  a  single,  larger  household. 

The  first  provision  would  require  that  parents  and  children  who 
are  living  together  would  always  be  defined  as  a  single  household 
unit,  regardless  of  whether  they  purchase  food  and  prepare  meals 
together.  An  exemption  from  this  requirement  is  provided  for 
households  where  at  least  one  parent  is  60  years  of  age  or  older,  in 
which  case  the  parent(s)  could  apply  as  a  separate  household. 
Under  present  law,  family  units  may  apply  as  separate  households 
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and  receive  larger  benefits  if  they  claim  to  purchase  food  and 
prepare  meals  separately,  even  though  the  children  are  totally 
supported  by  the  parents. 

The  second  provision  would  exclude  all  boarders  from  participa- 
tion in  the  food  stamp  program  as  individual  households.  Under 
present  law,  boarders  in  commercial  boarding  houses  are  excluded 
from  participation,  but  "informal  boarders"  who  pay  compensation 
for  meals  to  another  household  member  are  allowed  to  participate. 
The  result  has  been  that,  in  some  households,  members  choose  to 
pay  compensation  for  some  of  their  meals  to  the  other  members 
and  then  qualify  as  a  separate  household,  increasing  total  benefits 
to  the  household.  This  practice  would  be  eliminated,  and  these 
households  would  have  to  apply  as  single  household  units  under 
the  new  requirement. 

These  provisions  would  not  disqualify  legitimately  poor  house- 
holds that  apply  as  single  household  units;  they  would  merely 
require  that  these  households  apply  as  single  households  rather 
than  splintering  for  the  purpose  of  receiving  higher  benefits. 

The  Congressional  Budget  Office  estimates  that  these  two  provi- 
sions would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

Estimated  authorization  levels  

Estimated  outlays  

  -59 

  -59 

-65 
-65 

-71 
-71 

Drug  addiction  or  alcoholic  treatment  programs 

Special  eligibility  provisions  that  allow  residents  of  drug  addic- 
tion or  alcoholic  treatment  and  rehabilitation  programs  to  partici- 
pate in  the  food  stamp  program  would  be  eliminated. 

Residents  of  institutions  are  generally  excluded  from  participa- 
tion on  the  grounds  that  the  institution,  not  the  individual,  is 
responsible  for  the  provision  of  meals.  Removal  of  special  eligibility 
rules  for  residents  in  these  two  types  of  institutional  settings  would 
end  indirect  subsidies  to  a  set  of  residential  institutions  that  should 
be  supported  through  their  own  funding  channels.  It  would  also 
eliminate  the  administrative  burden  of  special  procedures  needed 
to  certify  residents  as  eligible,  issue  their  benefits,  and  conduct 
verification  activities,  along  with  ending  an  opportunity  for  abuse 
where  the  institution  acts  as  the  representative  of  recipients  and 
controls  the  benefits  of  residents  who  are  often  only  there  for  a 
short  time. 

The  Congressional  Budget  Office  estimates  that  this  provision 
would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982          1983  1984 

Estimated  authorization  levels  

Estimated  outlays  

  -9  10 

  9  10 

-11 
-11 
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Adjustment  of  the  thrifty  food  plan;  adjustments  of  deductions 

Future  food  stamp  benefit  increases  would  be  delayed  and  re- 
duced in  size  by  revising  the  rules  governing  inflation  indexing  in 
the  food  stamp  program. 

Increases  in  food  stamp  benefit  levels  account  for  nearly  half  of 
the  $52  billion  spent  on  food  stamp  benefits  since  inflation  indexing 
was  made  part  of  the  program  in  1971,  with  average  benefit  levels 
jumping  from  just  over  $13  per  person  per  month  in  late  1971  to 
over  $40  today.  These  increases  are  primarily  the  result  of  indexed 
food  stamp  allotments  and  deduction  levels  that  have  also  risen 
with  inflation. 

In  the  Food  Stamp  Act  Amendments  of  1980,  Congress  made  its 
first  attempt  to  modify  inflation  indexing  rules  in  order  to  hold 
down  costs  by  requiring  annual,  rather  than  semiannual,  inflation 
adjustments.  For  at  least  the  short  term,  the  Federal  Government 
should  further  restrain  costs  resulting  from  inflation  indexing,  and 
the  provisions  affecting  adjustment  of  the  thrifty  food  plan  and 
deduction  levels  do  so,  for  fiscal  years  1982  through  1984.  Perma- 
nent changes  would  also  be  made  in  the  type  of  index  and  measure- 
ment periods  used  to  calculate  each  adjustment,  thereby  producing 
potentially  smaller  adjustments. 

Inflation  adjustments  to  food  stamp  monthly  allotment  levels, 
governed  by  the  cost  of  the  Department  of  Agriculture's  thrifty 
food  plan,  are  now  scheduled  for  January  1  of  each  year,  based 
(beginning  in  January  1982)  on  food-price  changes  as  estimated 
through  the  immediately  preceding  December.  These  adjustments 
would  be  delayed  until  April  1  in  1982,  July  1  in  1983,  and  October 
1  in  each  year  thereafter.  In  effect,  indexing  would  occur  once 
every  15  rather  than  12  months  through  fiscal  year  1984;  beginning 
in  fiscal  year  1985,  adjustments  would  occur  annually  each  October 
1. 

Indexing  of  the  $85  per  household  per  month  "standard  deduc- 
tion" and  the  $115  per  household  per  month  ceiling  on  shelter- 
expense  and  dependent-care  deductions  would  also  be  delayed. 
These  deductions  have  the  effect  of  providing  increased  benefits  by 
requiring  that  certain  amounts  of  household  income  be  disregarded 
in  benefit  calculations.  Each  January's  inflation  adjustment  of  de- 
duction levels,  thus,  boosts  the  amount  of  income  that  is  disregard- 
ed and  effectively  increases  benefits.  Inflation  indexing  of  these 
deduction  levels  would  be  delayed  by  first  freezing  them  at  their 
present  levels  through  June  of  1983.  Indexing  would  resume,  effec- 
tive July  1,  1983,  concurrent  with  the  delayed  adjustment  of  food 
stamp  allotment  levels.  Beginning  in  October  1,  1984,  indexing  of 
deduction  levels  would  occur  each  October  1,  again  concurrent  with 
the  delayed  adjustment  of  food  stamp  allotment  levels. 

In  addition  to  delaying  inflation  adjustments,  the  measurement 
months  to  be  used  in  indexing  allotments  and  deduction  levels 
would  be  change.  Under  present  law,  beginning  in  January  1982, 
each  inflation  adjustment  must  reflect  changes  through  the  month 
immediately  preceding  the  effective  date  of  the  adjustment.  Since 
actual  price  data  on  the  3  months  preceding  any  adjustment  is  not 
available  in  time  to  be  reflected  in  the  adjustment  itself,  this 
requirement  forces  the  Department  of  Agriculture  to  estimate  in- 
flation for  the  3  months  prior  to  an  adjustment  and  may  cause 
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increased  indexing-related  costs  through  higher  benefits.  This  is 
rectified  by  requiring  that  each  indexed  change  reflect  only  actual 
price  changes  through  the  fourth  preceding  month,  thereby  elimi- 
nating the  need  to  estimate  inflation  and  the  potential  added  costs. 

Finally,  a  revised  version  of  the  Consumer  Price  Index  (CPI) 
would  be  used  to  calculate  inflation  adjustments  made  to  the 
"standard  deduction"  and  the  ceiling  on  shelter-expense  and  de- 
pendent-care deductions.  The  version  of  the  CPI  to  be  used  by  the 
Department  of  Agriculture  would  have  to  be  adjusted  by  the 
Bureau  of  Labor  Statistics  specifically  to  remove  homeownership 
cost  components  and  be  reweighted  accordingly.  Because  the  over- 
whelming proportion  of  food  stamp  households  rent  rather  than 
own,  this  revised  CPI  would  be  more  reflective  of  price  changes 
that  affect  them  and  has  the  potential  of  producing  cost  savings  to 
the  extent  that  it  moves  more  slowly  than  the  traditional  CPI. 

The  changes  made  in  the  program  s  inflation  indexing  system 
serve  three  purposes.  They  will  reduce  the  effects  of  inflation  on 
benefit  costs  over  the  next  few  years.  They  will  assure  that  infla- 
tion adjustments  more  accurately  reflect  real,  not  estimated,  price 
changes.  And,  they  will  mean  that,  by  1984,  the  food  stamp  pro- 
gram will  be  on  the  same  October-to-October  inflation  indexing 
schedule  that  is  anticipated  for  other  Federal  programs  such  as 
Social  Security. 

The  Congressional  Budget  Office  estimates  that  these  provisions 
would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

Estimated  authorization  levels  

Estimated  outlays  

  -743 

  -743 

-822 
-822 

-814 
-814 

Gross  income  eligibility  standard 

Food  stamp  eligibility  would  be  restricted  to  households  with 
gross  income  (total  income,  less  only  the  specific  exclusions  listed 
in  section  5(d)  of  the  Food  Stamp  Act)  at  or  below  130  percent  of 
the  Federal  poverty  levels.  The  poverty  levels  are  established  annu- 
ally, with  an  adjustment  for  inflation,  by  the  Office  of  Management 
and  Budget. 

Currently,  food  stamp  income  eligibility  limits  are  nominally 
based  on  the  Federal  poverty  levels.  But,  because  substantial  and 
varying  amounts  of  income  are  disregarded,  the  effective  gross 
income  eligibility  limits  are  well  above  the  poverty  levels  and  vary 
by  the  type  of  income  a  household  has  (earned  vs.  unearned)  and 
household  expenses. 

The  food  stamp  program  now  uses  a  household's  net  income  to 
determine  eligibility.  Net  income  is  calculated  applying  a  series  of 
deductions  to  the  household's  gross  monthly  income.  These  deduc- 
tions now  include: 

A  standard  deduction,  for  all  households,  of  $85  per  house- 
hold per  month; 

A  deduction  equal  to  20  percent  of  any  earned  income  of  the 
household; 
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A  deduction  for  any  dependent-care  expenses  related  to  em- 
ployment, education,  or  training  for  employment; 

A  deduction  for  shelter  expenses,  to  the  extent  they  exceed 
50  percent  of  the  household  income  remaining  after  all  other 
deductions  have  been  subtracted  out. 
In  households  without  elderly  or  disabled  members,  the  total  of 
the  dependent-care  and  shelter  expenses  deductions  cannot  exceed 
$115  per  household  per  month.  In  households  having  elderly  or 
disabled  members  there  is  no  limit  to  the  amount  of  the  shelter 
expense  deduction,  although  dependent-care  expenses  deductions 
are  still  limited  to  $115  per  month,  and  the  medical  expenses  of 
any  elderly  or  disabled  members  are  deductible  to  the  extent  they 
exceed  $35  per  month. 

After  these  calculations,  the  net  income  amount  is  compared  to 
the  Federal  poverty  level  for  that  household  size  and  the  household 
is  determined  eligible  if  its  net  income  is  below  poverty.  As  a  result 
of  this  procedure,  although  all  eligible  households  have  net  (after 
deductions)  income  below  poverty,  households  with  gross  monthly 
incomes  as  high  as  200  percent  of  the  poverty  levels  may  be  deter- 
mined eligible,  if  they  have  "pyramided"  the  proper  set  of  deduc- 
tions. 

A  single  gross  income  eligibiltiy  test  is  a  better  measure  of  need 
for  food  stamp  assistance  than  the  existing  set  of  varying  income 
limits  that  can  range  far  above  the  poverty  level.  The  proposed 
change  would  serve  to  better  target  benefits  to  those  who  are  most 
in  need,  those  "whose  incomes  .  .  .  are  determined  to  be  a  sub- 
stantial limiting  factor  in  permitting  them  to  obtain  a  more  nutri- 
tious diet,"  as  set  forth  in  section  5(a)  of  the  Food  Stamp  Act. 

Households  with  higher  gross  incomes,  who  pyramid  deductions 
and  are  currently  eligible  only  as  a  result  of  having  a  low  net 
income,  would  be  eliminated  under  the  proposed  130  percent  of 
poverty  gross  income  standard.  Higher  income  households  would 
no  longer  be  able  to  take  advantage  of  deductions  to  gain  eligibil- 
ity. Further,  the  use  of  a  gross  income  eligibility  standard  would 
help  to  lessen  the  administrative  burden  on  State  agencies  by 
decreasing  the  frequency  with  which  the  net  income  calculation 
must  be  made. 

At  130  percent  of  the  Federal  poverty  levels,  the  income  eligibil- 
ity standard  for  each  household  size  would  be  as  set  forth  below, 
from  July  1,  1981,  until  the  next  regular  update  in  the  Federal 
poverty  levels.  Also  shown  are  the  poverty  levels  for  each  house- 
hold size  and  the  effective  gross  income  limits  under  present  law 
when  deductions  are  claimed.  Under  present  law,  households 
having  elderly  or  disabled  members  could  have  gross  incomes 
higher  than  the  limits  shown  below  and  retain  eligibility  because 
they  may  claim  larger  deductions. 
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FOOD  STAMP  GROSS  INCOME  LEVELS:  JULY  1981  48  CONTIGUOUS  STATES  AND  THE  DISTRICT  OF 

COLUMBIA 


Present  law 


Household  size 

Poverty  level 1 

Basic  income 
limit  2 

Maximum 

gross 
income 3 

130  percent 
of  poverty 

1  person.- 

Monthly  

  $360 

$445 

$700 

$467 

Annualized  

  4,310 

5,340 

8,400 

5,603 

2  persons: 

Monthly  

  475 

560 

844 

616 

Annualized 

  5,690 

6,720 

10,128 

7,397 

3  persons: 

Monthly  

  590 

675 

988 

766 

Annualized 

7,070 

8,100 

11,856 

9,191 

4  persons: 

Monthly  

  705 

790 

1,131 

915 

Annualized 

  8,450 

9,480 

13,572 

10,985 

5  persons: 

Monthly  

  820 

905 

1,275 

1,065 

Annualized 

  9,830 

10,860 

15,300 

12,779 

6  persons: 

Monthly  

  935 

1,020 

1,419 

1,215 

Annualized  

  11,210 

12,240 

17,028 

14,580 

1  As  established  by  the  Office  of  Management  and  Budget,  effective  beginning  July  1,  1981.  . 

2  The  poverty  level,  plus  the  standard  deduction.  This  is  the  lowest  gross  income  limit  applied  under  present  law.  No  special  expense  or  earned 
income  deductions  are  assumed. 

3  In  addition  to  the  basic  income  limit,  maximum  special  expense  deductions  are  assumed  and  it  is  assumed  that  all  income  is  earned. 


The  Congressional  Budget  Office  estimates  that  this  provision 
would  reduce  program  costs  as  follows: 

[By  fiscal  years,  in  millions  of  dollars] 

1982  1983  1984 


Estimated  Authorization  levels   -  130      -135      -  140 

Estimated  outlays   -130      -135  -140 


Earned  income  deduction 

The  percentage  of  earned  income  that  is  disregarded  from  gross 
income  for  the  purpose  of  determining  benefit  levels  would  be 
reduced  from  20  to  15  percent. 

The  earned  income  deduction  is  one  of  several  deductions  from 
gross  income  which  is  made  in  calculating  benefit  levels.  The  De- 
partment of  Agriculture  indicated  that  18.5  percent  of  all  house- 
holds report  some  earned  income. 

The  20  percent  level  of  current  law  was  intended  to  compensate 
for  work-related  expenses  (such  as  transportation  costs  and  the 
expense  of  special  clothing),  Social  Security  and  other  Federal, 
State  or  local  income  taxes,  union  dues,  and  other  payroll  deduc- 
tions that  reduce  take-home  pay.  A  separate  deduction  of  up  to 
$115  per  month  exists  for  child  care  expenses  in  combination  with 
excess  shelter  expenses. 

However,  for  most  food  stamp  households  with  average  earnings, 
disregarding  20  percent  of  earnings  overcompensates  their  actual 
work-related  expenses.  As  the  following  table  demonstrates,  work- 
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related  expenses  for  most  households  are  far  below  the  present-law 
level,  and  generally  would  be  below  the  15  percent  level  as  well: 

ESTIMATED  MONTHLY  WORK-RELATED  EXPENSES  BY  HOUSEHOLDS  SIZE 


Average                    onria|  rbtp  Total  as 

monthly  Fiscal  year      ™1  ™*  Transports      Other        F|Tr8  T  f  |       percent  of 

earned  1982  FIT3     ™y  ™°T  tion  costs 6     costs7       tllL  lotal  earned 

income2                   ldX  ld  income 


Household  size: 1 

1   $163.19  0  $10.93  $2.45  $9.14  $9.79  0  $33.31  19.8 

2    297.65  0  19.94  3.72  16.66  17.86  $22.62  35.56  11.9 

3    384.97  0  25.79  3.85  21.55  23.10  29.26  45.03  11.7 

4    447.00  0  29.95  3.35  25.01  26.82  28.79  56.34  12.6 

5-plus   469.40  0  31.45  3.52  26.28  28.16  26.66  62.75  13.4 

1  Household  composition  assumed  as  follows:  1-person  household  is  1  adult;  2-  and  3-person  households  are  1  adult  and  1  or  2  children:  4-plus 
person  households  have  2  adults  and  the  rest  children. 

2  Values  are  based  on  August  1980,  data  for  food  stamp  households  with  any  earned  income. 

3  Households  with  average  incomes  given  pay  no  Federal  income  tax. 

4  Calendar  year  1982  social  security  tax  is  b.7  percent  of  earnings. 

5  State  income  tax  rate  is  taken  to  be  1.5  percent  for  single  persons;  1.25  percent  for  2-person  households;  1  percent  for  3-person  households; 
and  0.75  percent  for  4-plus  person  households.  Latter  value  is  taken  from  "Significant  Features  of  Fiscal  Federalism  1979-80,"  p.  125. 

6  Transportation  costs  are  taken  to  be  $1.50  per  day  worked.  Days  worked  are  calculated  as  earned  income  divided  by  minimum  wage,  divided 
by  8  hours  per  work  day. 

7  Other  costs  (union  dues,  work  clothing,  etc.)  are  assumed  to  be  6  oercent  of  earned  income. 

8  Earned  income  tax  credit  was  designed  as  an  offset  for  taxes  paid  and  is  thus  subtracted  from  other  work-related  expenses.  However,  since  EITC 
is  counted  as  earned  income  in  the  food  stamp  program,  food  stamp  benefits  are  reduced  by  24  percent  of  EITC.  Thus,  only  76  percent  of  EITC  is 
taken  as  an  offset  in  the  table.  This  value  will  fall  slightly  to  74.5  percent  if  the  earnings  disregard  is  reduced  to  15  percent.  1-person  households 
are  not  eligible  for  EITC. 

Source:  Department  of  Agriculture,  Food  and  Nutrition  Service. 

The  table  presents  estimated  work-related  expenses  for  house- 
holds with  average  earnings  as  of  August  1980.  Imposition  of  the 
130  percent  gross  income  eligibility  limit  will  exclude  some  house- 
holds with  high  earnings  who  are  currently  eligible,  and  thus  lead 
to  a  decline  in  average  incomes.  Therefore,  the  chart  should  accu- 
rately reflect  the  majority  of  food  stamp  households  with  earnings 
who  will  be  affected  by  the  change. 

The  Department  indicated  that  the  change  to  a  15  percent  disre- 
gard would  generally  cause  recipients  with  earned  income  to  lose 
in  benefits  roughly  1.5  percent  of  the  value  of  their  earnings.  For 
instance,  a  family  of  four  with  average  earned  income  of  $447 
would  receive  about  $7  less  per  month  in  food  stamps. 

The  Congressional  Budget  Office  estimates  that  this  provision 
would  reduce  program  costs  as  follows: 

[By  fiscal  year,  in  millions  of  dollars] 
 1982  1983  1984 

Estimated  authorization  levels   -118      -127  -138 

Estimated  outlays   -118      -127  -138 


Retrospective  accounting  and  periodic  reporting 

Retrospective  accounting  and  periodic  reporting  in  determining 
food  stamp  eligibility  and  benefits  would  be  required,  beginning 
October  1,  1983. 

Retrospective  accounting. — Under  Present  law,  States  may  opt  to 
use  one  of  two  "accounting"  systems  for  purposes  of  determining 
household  income  for  food  stamp  purposes.  Most  States  now  utilize 
a  "prospective,"  or  anticipatory  system.  This  method  requires  that 
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the  food  stamp  eligibility  worker  estimate  a  household's  income  in 
the  months  for  which  it  is  being  certified  (normally  3  months) 
using  past  income,  present  circumstances,  and  other  information  as 
a  guide.  If,  for  example,  a  household  has  recently  lost  its  income, 
past  income  may  be  ignored  as  an  indicator  of  future  income  in  the 
certification  period.  Expected  future  income  is  often  estimated  as 
presented  by  the  household,  unless  there  is  reason  to  question  the 
household's  claims. 

States  are  also  allowed  to  use  a  "retrospective"  income  account- 
ing system,  for  some  or  all  of  their  food  stamp  caseload.  Under  this 
procedure,  the  income  actually  received  by  the  household  in  the 
past  month  (or  similar  measuring  period)  is  used  as  the  income 
base  for  calculation  of  eligibility  and  benefits  in  the  certification 
period,  rather  than  an  estimate  as  to  actual  future  income,  except 
on  application,  and  where  the  regulations  have  made  exceptions  for 
households  experiencing  sudden  losses  of  income,  migrant  house- 
holds, other  classes  of  households  where  serious  hardship  would 
result,  and  certain  types  of  households  who  have  their  income 
averaged. 

With  some  modifications,  retrospective  income  accounting  pro- 
vides more  accurate  and  verifiable  information  on  household 
income  and,  hence,  a  more  accurate  computation  of  the  household's 
food  stamp  eligibility  and  benefits.  The  prospective  accounting 
system,  that  has  been  the  rule  in  the  food  stamp  program  in  the 
past,  leaves  too  much  room  for  error  and  abuse. 

Under  the  proposal,  States  would  continue  to  have  the  option  of 
choosing  between  retrospective  and  prospective  systems  until  Octo- 
ber 1,  1983,  in  order  to  allow  sufficient  "lead  time"  to  switch  over, 
especially  to  allow  for  installation  and  upgrading  of  data  processing 
systems  by  State  agencies.  Further,  the  existing  law  defining  retro- 
spective accounting  would  be  modified  to  make  this  method  more 
effective.  Retrospective  accounting  would  be  extended  to  include 
applicant  households  as  well  as  those  already  receiving  food 
stamps,  with  special  provisions  allowing  the  Secretary  to  issue 
special  supplements  to  applicant  households  where  retrospective 
accounting  causes  a  serious  hardship.  Exemption  from  retrospec- 
tive accounting  would  be  allowed  only  for  migrants  and  households 
where  income  is  average  over  the  year,  for  example,  and  no  other 
modifications  or  exemptions  would  be  allowed;  supplemental  hard- 
ship benefits  would  take  the  place  of  most  exemptions  and  modifi- 
cations now  allowed.  The  Secretary  would  be  given  authority  to 
prescribe  rules  under  which  prospective  accounting  could  be  used 
to  determine  eligibility  (not  benefits),  in  order  to  ensure  that  a 
retrospective  accounting  system  does  not  keep  households  on  the 
food  stamp  program  after  their  income  has  increased  substantially. 
Finally,  the  Secretary  would  be  given  authority  to  waive  food 
stamp  retrospective  accounting  rules  so  that  the  food  stamp  retro- 
spective system  could  match  the  retrospective  system  of  the  aid  to 
families  with  dependent  children  and  recipients  would  have  their 
income  determined  under  a  single  procedure.  Other  facets  of  exist- 
ing retrospective  accounting  procedures  would  continue  in  effect, 
such  as  the  use  of  1-month  accounting  periods. 

The  modified  system  will  be  required  of  all  States  as  of  October 
1,  1983.  It  would  provide  an  accurate  base  for  judging  eligibility 
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and  benefits,  without  penalizing  households  in  serious  need  because 
of  a  long-term  loss  of  income.  However,  it  would  not  permit  house- 
holds experiencing  only  a  temporary  loss  of  income  to  take  advan- 
tage of  food  stamps,  as  the  prospective  system  does.  It  would  also 
serve  to  deny  immediate  food  stamp  aid  to  households  that  may 
have  contributed  to  their  loss  of  income — households  that  lose  their 
welfare  benefits  due  to  past  infractions,  for  example.  Food  stamp 
aid  would  be  limited  to  those  whose  longer-term  lack  of  income 
makes  them  truly  needy.  Supplemental  hardship  benefits  would  be 
used  to  alleviate  any  hardship  caused  by  retrospective  accounting. 

It  is  expected  that  the  costs  of  initially  converting  to  a  manda- 
tory retrospective  accounting  system  will  outweigh  the  initial  sav- 
ings. However,  long-term  savings  in  benefit  costs  are  anticipated. 

Periodic  reporting. — As  with  retrospective  accounting,  States  now 
have  the  option  of  requiring  periodic  monthly  reporting  of  house- 
hold income  and  other  important  circumstances  (such  as  household 
size)  whether  or  not  there  has  been  a  change,  or  continuing  to  use 
the  older  system  of  requiring  households  to  report  only  changes  in 
household  circumstances  when  they  occur.  If  a  State  uses  retro- 
spective income  accounting  for  a  category  of  households,  it  must 
also  require  periodic  reporting  so  that  benefits  and  eligibility  status 
can  be  adjusted  as  soon  as  possible  to  reflect  any  changes;  each 
State  may  also  require  periodic  reporting  for  other  categories  of 
households. 

Regular  monthly  reporting  of  household  income  and  other  cir- 
cumstances is  an  important  adjunct  to  retrospective  accounting 
and  increases  the  accuracy  with  which  food  stamp  eligibility  and 
benefit  determinations  are  made.  It  serves  to  give  State  agencies  a 
constant  flow  of  information  on  its  food  stamp  caseload  so  that 
eligibiliy  and  benefit  adjustments  can  be  made  promptly;  it  also 
serves  recipients  well  in  that  they  are  given  a  useful  tool  with 
which  to  ensure  more  frequent  adjustment  of  benefits  as  their 
circumstances  change.  With  modifications,  that  present  option  to 
require  periodic  reporting  would  be  made  mandatory,  effective  Oc- 
tober 1,  1983,  concurrent  with  mandatory  retrospective  accounting. 

The  types  of  households  that  must  periodically  report  their 
income  and  other  household  circumstances  in  order  to  continue  to 
receive  benefits  would  be  expanded — to  include  at  least  all  house- 
holds with  earned  income,  all  households  with  potential  earners  g 
(including  recipients  of  unemployment  compensation  benefits  and- 
work  registrants),  and  all  households,  required  to  file  reports  under 
the  aid  to  families  with  dependent  children  program.  Migrants 
farmworker  households,  and  households  all  of  whose  members  ares 
elderly  and  disabled  and  with  no  earned  income,  would  be  exempt 
from  periodic  reporting  requirements,  and  continue  to  report 
changes  as  they  occur. 

The  present  limitation  of  12  months  on  the  length  of  a  certifica- 
tion period  would  also  be  changed.  Limited  certification  periods 
guarantee  that  a  household  will  periodically  inform  a  State  agency 
of  its  circumstances;  the  bill  would  authorize  the  Secretary  to 
waive  this  maximum  for  households  who  file  periodic  reports.  This 
waiver  could  be  done  for  three  reasons.  First,  by  filing  regular 
reports,  a  household  would  be  providing  much  of  the  information 
that  the  certification  procedure  would  gather.  Second,  allowing 
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longer  certification  periods  would  make  the  food  stamp  and  aid  to 
families  with  dependent  children  programs  more  consistent  and 
their  administration  simpler.  Third,  the  waiver  would  facilitate  the 
processing  of  certain  food  stamp  households  jointly  with  actions  on 
their  Supplemental  Security  Income  recertifications. 

It  is  probable  that  under  periodic  reporting  some  households  will 
not  file  the  required  reports  and  that  reports  from  other  house- 
holds will  go  astray.  However,  for  whatever  reason  a  State  agency 
does  not  have  a  household's  report,  to  receive  the  benefits  that  the 
missing  report  would  have  generated,  the  household  would  have  to 
submit  or  resubmit  the  report  needed  to  establish  benefits.  A 
household  that  objects  to  a  State  agency  action,  such  as  the  correct- 
ness of  its  benefit  determination,  can  request  a  fair  hearing.  But, 
under  periodic  reporting,  a  fair  hearing  over  whether  a  report  was 
submitted  would  be  pointless,  since  the  issue  is  not  the  correctness 
of  benefits,  but  the  lack  of  information  on  which  benefits  could  be 
based.  Therefore,  a  household  need  not  be  granted  a  fair  hearing 
over  a  missing  report;  notice  to  the  household  of  the  need  to 
resubmit  a  report  in  case  of  a  missing  report  is  adequately  pro- 
vided for  and  the  household  can  cure  any  failure.  Consequently, 
regulations  should  provide  that  households  that  file  missing  reports 
in  a  timely  manner,  if  otherwise  eligible,  will  receive  uninterrupt- 
ed benefits,  but  a  report  must  be  filed  to  receive  them.  Fair  hear- 
ings would,  of  course,  continue  to  be  allowed  where  issues  other 
than  lack  of  a  report  are  involved. 

The  Congressional  Budget  Office  estimates  that  these  provisions 
would  reduce  program  costs  as  follow: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983  1984 

Estimated  authorization  levels  

Estimated  outlays  

  +21 

  +21 

-36  -257 
-36  -257 

Eligibility  of  strikers 

Households  containing  strikers  would  be  prohibited  from  receiv- 
ing food  stamp  assistance,  unless  eligible  prior  to  the  strike.  If 
eligible  prior  to  the  strike,  the  household's  benefits  could  not  in- 
crease as  a  result  of  a  loss  of  strike-related  income. 

Under  current  law,  strikers  have  frequently  made  themselves 
eligible  for  food  stamps  through  the  temporary  loss  of  income 
during  the  strike.  Households  containing  striking  members  are 
eligible  for  food  stamp  assistance  if  they  meet  normal  income  and 
assets  tests,  register  for  work,  and  are  willing  to  accept  job  offers 
from  places  of  employment  not  subject  to  a  strike.  Because  the 
income  of  a  striking  household  has,  obviously,  dropped  substantial- 
ly, and  because  the  food  stamp  program  currently  looks  to  a  house- 
hold's income  in  the  upcoming  month  in  judging  eligibility,  strikers 
can  become  eligible  almost  immediately  after  the  strike  begins. 
Only  in  certain  cases  where  the  strike  has  been  enjoined  do  strik- 
ers face  loss  of  food  stamps.  By  regulation,  jobs  offered  at  a  place  of 
employment  where  the  strike  has  been  enjoined  under  the  Taft- 
Hartley  Act  of  similar  railway  labor  legislation  must  be  accepted 
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by  food  stamp  work  registrants  (including  strikers)  in  order  to 
retain  food  stamp  eligibility.  If  the  job  offer  is  accepted,  the  new 
income  is  usually  enough  to  preclude  eligibility;  if  it  is  refused,  the 
result  is  loss  of  eligibility. 

The  current  policy  of  allowing  strikers  to  be  eligible  for  food 
stamps  has  damaged  the  program's  public  integrity.  Granting  bene- 
fits to  strikers  can  be  seen  as  encouragement  to  workers  to  "wait 
out"  management,  rather  than  compromise.  In  many  cases,  public 
employees  may  receive  food  stamps  even  though  the  strikes  in 
which  they  are  participating  are  illegal. 

The  number  of  striking  workers,  and  the  cost  of  providing  them 
food  stamps,  appear  to  vary  greatly. 

The  General  Accounting  Office  recently  reported: 

...  in  the  50  States  and  the  District  of  Columbia,  for  the 
five  1-month  periods  for  which  data  was  available  (during 
the  period  September  1976  to  November  1979): 

The  percentage  of  food  stamp  households  containing  a 
striker  ranged  from  0.29  percent  to  2.1  percent  of  total 
food  stamp  households. 

Of  all  persons  on  strike,  the  percentage  of  strikers  who 
particpated  in  the  food  stamp  program  ranged  from  3.6 
percent  to  36.4  percent. 

Food  stamp  benefits  provided  to  strikers'  households 
may  have  amounted  to  $37  million  in  fiscal  year  1980. 

The  Department  of  Labor  indicated  in  March  1981,  that  271,000 
individuals  went  on  strike,  including  approximately  160,000  coal 
miners;  the  coal  strike  began  March  27.  The  Department  of  Agri- 
culture has  estimated  the  present  monthly  cost  of  providing  food 
stamps  to  strikers  to  be  $20  million. 

It  is  maintained  that  households  containing  strikers  should  re- 
ceive food  stamp  benefits  because  the  reason  for  loss  of  income 
should  not  be  a  determining  factor  in  deciding  whether  a  house- 
hold should  be  assisted,  and  that  a  striker  denied  food  stamps  may 
not  have  individually  voted  in  favor  of  a  strike.  However,  denying 
benefits  (or  denying  increased  benefits)  to  households  containing 
members  on  strike  is  consistent  with  the  underlying  policy  of  tying 
receipt  of  food  stamps  to  the  ability  and  willingness  to  work,  as 
exemplified  by  provisions  requiring  work  registration,  denying 
benefits  to  those  voluntarily  quitting  a  job  without  good  cause,  and 
allowing  the  establishment  of  workfare  programs. 

A  person  who  leaves  his  job  to  go  on  strike  has  given  up  the 
income  from  the  job  of  his  own  volition.  A  person  making  such  a 
choice  and  participating  in  a  strike  must  bear  the  consequences  of 
his  decision  without  assistance  from  the  food  stamp  program. 
Public  policy  demands  an  end  to  the  food  stamp  subsidization  of  all 
strikers  who  become  eligible  for  the  program  solely  through  the 
temporary  loss  of  income  during  a  strike.  Union  strike  funds 
should  be  responsible  for  providing  support  and  benefits  to  strikers 
during  labor-management  disputes. 

The  provision  would  automatically  deny  food  stamps  to  house- 
holds containing  a  striking  member,  unless  the  household  could  I 
show  that,  immediately  prior  to  the  strike,  it  would  have  beenj 
eligible  or  was  receiving  food  stamps  according  to  the  applicable  | 
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food  stamp  rules.  This  denial  of  eligibility  would  continue  for  the 
duration  of  the  strike. 

However,  if  a  household  were  eligible  or  participating  prior  to 
the  strike  action,  the  household  would  be  allowed  to  receive  food 
stamps,  but  benefits  would  be  calculated  by  assuming  that  the 
household  was  receiving  income  from  any  striking  member  as  it 
stood  immediately  prior  to  the  strike.  This  would  have  the  effect  of 
freezing  household  benefits  if  no  other  circumstance  changed.  If 
other  changes  occurred — e.g.,  a  change  in  household  size,  changes 
in  income  from  other,  nonstrike-related  employment — household 
benefits  could  still  be  adjusted. 

Households  where  the  member  on  strike  is  exempt  from  work 
registration  requirements  (for  example,  because  the  member  is  the 
caretaker  of  a  child  under  6  years  of  age)  would  not  be  affected. 
However,  in  the  case  of  a  work  registration  exemption  because  the 
member  was  actually  working,  the  fact  that  the  member  is  on 
strike  would  remove  the  exemption  and  the  household  would  be 
made  ineligible  or  have  the  household's  benefits  calculated  as 
though  income  from  the  struck  employment  was  still  being  re- 
ceived. 

The  Congressional  Budget  Office  estimates  that  this  provision 
would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

Estimated  authorization  levels  

Estimated  outlays  

  -50 

  -50 

-55 
-55 

-60 
-60 

Pro-rated  benefits 

The  household's  initial  month's  allotment  of  food  stamps  would 
be  pro-rated  from  the  date  of  application.  Existing  law — section 
11(e)(3)  of  the  Food  Stamp  Act — requires  that  State  agencies  must 
provide  eligible  households  with  an  allotment  retroactive  to  the 
"period  of  application".  In  section  273.10(a)(1)  of  current  food  stamp 
program  regulations,  the  "period  of  application"  is  defined  as  the 
entire  month  in  which  the  household  filed  its  application.  As  a 
result,  each  eligible  applicant  household  receives  a  full  month's 
benefit  in  the  initial  month,  no  matter  when  in  the  month  the 
household  applies,  a  procedure  that  should  be  corrected. 

This  reform  proposal  first  received  widespread  congressional  at- 
tention with  the  publication  of  the  November  1980  report  by  the 
Investigations  Staff,  Senate  Committee  on  Appropriations,  entitled 
"Need  for  an  Over-all  Strategy  to  Combat  Fraud,  Workers  Errors, 
and  Regulations  Loopholes  in  the  Department  of  Agriculture's 
Food  Stamp  Program". 

The  Senate  Appropriations  report  noted  the  possible  savings 
which  would  result  from  the  pro-rating  of  benefits: 

FNS  has  no  statistics  on  the  percentage  of  the  food 
stamp  population  that  is  in  its  initial  month  of  participa- 
tion. However,  because  people  are  continuously  moving  in 
and  out  of  the  program,  the  percentage  is  probably  rela- 
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tively  high.  For  example,  Texas  officials  said  that  for  the  7 
months  ending  September  1980,  an  average  of  9.2  percent 
of  the  food  stamp  recipients  in  that  State  were  in  their 
initial  month  of  participation.  Wisconsin  officials  said 
during  the  5-month  period  ending  June  30,  1980,  an  aver- 
age of  16.1  percent  of  that  State's  food  stamp  recipients 
were  in  their  initial  month  of  participation.  At  such  levels, 
pro-rating  distribution  of  food  stamp  benefits  from  the 
date  of  application  would  provide  a  substantial  program 
savings.  Even  if  an  average  of  only  5  percent  of  the  food 
stamp  population  were  in  their  initial  month  of  participa- 
tion at  any  given  time,  we  estimate  that  nearly  $250  mil- 
lion could  be  saved  in  fiscal  year  1981  merely  by  pro-rating 
benefits  based  on  the  time  remaining  between  the  date  of 
application  ad  the  end  of  the  month. 

We  believe  FNS  should  revise  its  regulations  to  define 
period  of  applicationas  the  date  of  application.  By  so  doing, 
benefits  would  be  pro-rated  from  the  date  of  application. 

While  such  a  change  could  be  made  by  regulation,  the  change 
should  be  made  by  statute  in  order  to  specify  that  the  benefits 
should  be  prorated  from  the  day  of  application.  In  the  Administra- 
tion's transmittal  to  the  Senate  on  April  16,  1981,  of  its  proposed 
food  stamp  legislation,  it  indicated  its  intention  to  implement  a 
regulatory  change  to  "provide  a  half  rather  than  a  whole  month's 
allotment  to  households  which  apply  in  the  last  half  of  the  month," 
presumably  to  minimize  administrative  difficulties. 

Pinpointing  the  prorating  from  the  actual  day  of  application 
(rather  than  simply  half  a  month  as  proposed  by  the  Administra- 
tion) will  make  the  allotment  correspond  more  directly  to  actual 
need  in  the  initial  month  of  application  and  simultaneously  in- 
crease the  cost  savings  which  result  from  prorating. 

The  Congressional  Budget  Office  estimates  that  this  provision 
would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

Estimated  authorization  levels  

Estimated  outlays  

  -490 

  -490 

-505 
-505 

-520 
-520 

Outreach;  bilingual  requirements 

Federal  funding  of  food  stamp  outreach  activities  would  be  pro- 
hibited, and  the  requirement  that  States  utilize  bilingual  personnel 
and  materials  in  areas  where  the  Department  of  Agriculture  has 
determined  a  substantial  number  of  low-income  persons  speak  a 
language  other  than  English  would  be  repealed. 

Mandatory  outreach  requirements  in  existing  law  are  burden- 
some, onerous,  unnecessary,  and  costly.  With  23  million  recipients 
in  the  food  stamp  program — one  in  every  ten  Americans — the 
American  people  as  a  whole  are  well-informed  about  the  availabil- 
ity of  food  stamps  and  aggressive  Federal  requirements  for  out- 
reach are  inappropriate.  All  outreach  activities  are  now  funded  50 
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percent  by  the  Federal  Government.  While  the  direct  Federal  ex- 
pense for  outreach  is  small — around  $4  million  annually — this  cost 
is  multiplied  many  times  over  if  outreach  is  "successful",  as  new 
recipients  swell  the  caseload. 

Federal  requirements  for  outreach  and  Federal  funding  of  out- 
reach activities  are  eliminated.  States  that  wish  to  do  so  may 
continue  outreach  activities,  but  with  no  Federal  funding.  Howev- 
er, the  prohibition  on  Federal  funding  of  outreach  should  not  be 
construed  to  inhibit  informing  food  stamp  applicants  and  recipients 
of  their  rights  and  responsibilities. 

In  removing  the  existing  requirements  for  bilingual  personnel 
and  materials,  States  would  still  be  allowed  to  provide  them,  at 
their  discretion,  with  Federal  funding,  although  Federal  funding  of 
bilingual  outreach  would,  of  course,  be  prohibited. 

The  Congressional  Budget  Office  estimates  that  this  provision 
would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

Estimated  authorization  levels  

Estimated  outlays  * 

  -4 

  -4 

-4 
-4 

-4 
-4 

Waiving  and  offsetting  claims;  improved  recovery  of  overpayments; 
States '  share  of  collected  claims;  disqualification  penalties  for 
fraud  and  abuse 

Improved  claims  collection  and  increased  penalties  for  fraud  and 
abuse  are  required.  States'  shares  of  collected  claims  are  increased 
as  an  incentive  to  pursue  abuse  and  overpayments. 

Fraud  and  misrepresentation 

Present  law  provides  that  persons  who  have  been  found  to  have 
committed  fraud  through  an  administrative  hearing  or  a  court 
proceeding  be  disqualified  from  program  participation  for  specified 
periods  (outlined  below). 

Added  to  the  "fraud"  offense  is  an  additional  violation  of  inten- 
tionally making  a  false  or  misleading  statement,  misrepresenta- 
tion, or  the  concealment  or  withholding  of  facts  or  committing  any 
act  that  constituted  a  violation  of  any  State  statute  relating  to  the 
use  of  food  stamps. 

It  is  hoped  that  this  expansion  of  the  definition  of  improper 
activities  will  encourage  the  use  of  administrative  hearings,  as 
States  would  no  longer  have  to  prove  fraud  per  se,  but  only  misrep- 
resentation by  the  household.  The  Administration  has  indicated 
that  States  have  been  reluctant  to  pursue  administrative  fraud 
hearings  because  they  view  findings  of  fraud  to  be  under  the  juris- 
diction of  the  legal  sytem. 

The  increased  use  of  administrative  disqualifications  should 
serve  to  deter  program  abuse  as  it  is  perceived  that  such  abuses 
will  be  swiftly  determined  and  punished. 
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Penalties 

Present  law  provides  that  upon  being  found  to  have  committed 
fraud  through  an  administrative  hearing,  a  recipient  is  disqualified 
from  participating  in  the  program  for  3  months.  If  fraud  is  deter- 
mined by  a  court,  rather  than  an  administrative  hearing,  the  dis- 
qualification could  be  from  6  to  24  months. 

The  distinction  in  disqualification  periods  between  administra- 
tive hearings  and  court-determined  hearings  is  eliminated.  Instead, 
a  provision  is  proposed  which  would  require  that  any  individual 
found  to  have  committed  fraud  or  misrepresentation  in  connection 
with  the  food  stamp  program  would  be  disqualified  for  6  months 
for  the  first  violation;  12  months  for  the  second  violation;  and 
permanently  for  the  third  violation.  A  court  could,  at  its  discretion, 
order  up  to  18  months  additional  disqualification  after  a  criminal 
conviction  under  the  Act. 

Such  disqualification  measures  should  sufficiently  deter  illegal 
activity  and  thereby  prevent  the  "revolving  door"  of  food  stamp 
abuse  in  which  recipients  are  repeatedly  found  in  violation  of  the 
Food  Stamp  Act. 

Additionally,  States  would  have  to  forward  to  the  Department  of 
Agriculture  information  on  all  disqualified  individuals.  The  collec- 
tion of  such  data  will  allow  the  exchange  of  this  information  on 
those  who  have  abused  the  program  among  political  jurisdictions. 
This  should  make  it  easier  to  enforce  disqualifications  in  the  case 
of  persons  who  move  from  one  jurisdiction  to  another. 

Repayment 

The  present  food  stamp  law  requires  that  participants  who  are 
found  to  have  committed  fraud — either  by  court  or  administrative 
hearing — will  have  to  pay  back  the  State  agency  the  amount  of 
overissuance  that  they  received  as  a  result  of  fraudulent  activity. 

In  order  to  further  deter  abuse,  a  provision  is  included  that 
would  require  the  participant  found — by  either  administrative 
hearing  or  a  court — to  have  committed  fraud  or  misrepresentation 
to  repay  double  the  amount  of  the  overissuance  received.  States 
could  collect  the  overissuance  from  the  recipient  through  restitu- 
tions in  cash,  as  specified  in  a  signed  repayment  agreement,  or 
through  reductions — or  "offsets" — from  future  allotments. 

Repayment  by  cash  or  allotment  reduction  would  begin  as  soon 
as  a  court  or  administrative  hearing  determination  is  made.  Strict 
enforcement  of  repayments  should  deter  significantly  future  abuses 
of  the  food  stamp  program 

To  encourage  pursuit  of  misrepresentation  abuses,  States  would 
be  allowed  to  retain  50  percent  of  all  claims  collected  as  a  result  of 
willful  misrepresentation  just  as  current  law  now  provides  for 
fraud. 

New  provisions  for  collecting  fraudulent  overissuances  are  not  to 
limit  a  State's  efforts  to  collect  overissuances,  through  additional 
means,  particularly  from  households  who  are  no  longer  participat- 
ing in  the  food  stamp  program  and  thus  beyond  the  scope  of  the 
disqualification  and  allotment  reduction  measures  described  above. 
Nor  should  these  measures  preclude  other  Federal,  State,  or  local 
action  against  individuals  involved  in  violations  of  Federal,  State, 
or  local  laws. 
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Effect  on  household  benefits 

Present  law  contains,  and  the  proposed  amendment  retains,  a 
provision  that  penalizes  only  the  member  of  a  household  who  com- 
mits fraud  (or  misrepresentation);  the  remainder  of  the  household 
continues  to  be  eligible  for  food  stamp  assistance. 

A  provision  is,  however,  included  that  would  prohibit  any  in- 
crease in  benefits  to  the  household  of  a  disqualified  person  because 
of  the  disqualification.  By  regulation,  the  Department  has  attempt- 
ed to  ensure  that  the  household  of  a  disqualified  person  does  not 
benefit,  with  increased  food  stamps,  by  the  disqualification.  This 
can  occur  because,  although  the  household  size  is  reduced  and,  as  a 
result,  potential  benefits  are  reduced,  the  disqualified  member  may 
have  substantial  income  which  is  then  not  counted  as  available  to 
the  household.  The  Department's  response  to  this  problem  has 
been  to  require  in  its  regulations  that  the  resources  of  a  disquali- 
fied member  continue  to  be  counted  in  their  entirety  as  available 
to  the  household;  on  the  other  hand,  the  income  of  the  disqualified 
member  is  counted  after  a  pro  rata  share  (for  the  disqualified 
member)  has  been  taken  out.  In  addition  to  the  existing  regulatory 
language  attempting  to  prohibit  increases  in  household  benefits 
due  to  disqualification  of  a  member,  the  Secretary  should  seriously 
consider  attributing  all  of  the  income  of  the  disqualified  member  to 
the  household  (with  no  pro  rata  share  reduction),  during  the  dis- 
qualification period. 

Other  overissuances 

States  are  required  to  collect  overissuances  from  those  still  par- 
ticipating in  the  program  by  offsetting  future  benefits  in  cases  of 
overissuances  not  the  result  of  misrepresentation.  Nothing  would 
preclude  the  State  from  seeking  to  collect  overissuances  through 
other  means,  particularly  from  participants  who  are  no  longer  on 
the  food  stamp  rolls. 

States  would  be  permitted  to  retain,  as  the  GAO  has  recommend- 
ed, a  percentage  of  those  recoveries.  States  would  share  25  percent 
of  recoveries  in  cases  not  the  result  of  fraud,  misrepresentation,  or 
State  error  where  collection  occurs  through  offsetting  future  allot- 
ments. States  should  also  be  able  to  retain  this  same  percentage  of 
recoveries  obtained  through  other  means  of  collection,  if  pursued. 
Generally,  these  would  be  from  households  no  longer  participating 
in  the  program  and  thus  not  subject  to  benefit  offsets. 

In  order  to  limit  any  undue  hardship  in  these  collections,  in 
collecting  overissuances  not  the  result  of  fraud  or  misrepresenta- 
tion, a  limit  of  $10  per  month  (or  10  percent  of  the  monthly 
allotment,  whichever  would  result  in  faster  collections)  would  be 
established. 

The  Congressional  Budget  Office  estimates  that  these  provisions 
would  reduce  program  costs  as  follows: 

[By  fiscal  years,  in  millions  of  dollars] 

1982  1983  1984 


Estimated  authorization  levels 
Estimated  outlays  


-25 
-25 


-27 
-27 


-30 
-30 
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Puerto  Rico 

A  separate,  lower,  gross  income  eligibility  level  for  Puerto  Rico, 
would  be  at  55  percent  of  the  income  level  for  the  48  contiguous 
States  and  the  District  of  Columbia,  for  the  first  6  months  of  fiscal 
year  1982.  This  lower  income  eligibility  standard  is  mandated  to 
reduce  food  stamp  program  costs  in  Puerto  Rico  in  anticipation  of 
the  implementation  of  a  food  assistance  block  grant  for  Puerto 
Rico,  effective  April  1,  1982.  The  block  grant  would  be  funded  at  a 
level  equal  to  75  percent  of  anticipated  fiscal  year  1982  food  stamp 
program  costs  in  Puerto  Rico,  or  $825  million  annually  ($413  mil- 
lion for  the  last  half  of  fiscal  year  1982). 

There  is  concern  about  the  size  and  expense  of  the  food  stamp 
program  in  Puerto  Rico  and  the  dislocating  effect  the  massive  flow 
of  food  stamps  may  have  on  the  Puerto  Rican  economy.  Food 
assistance  goals  might  be  better  achieved  if  the  Commonwealth 
had  control  over  program  design. 

Operation  of  the  food  stamp  program  in  Puerto  Rico  accounts  for 
approximately  10  percent  of  national  program  costs.  Approximate- 
ly 58  percent  of  the  Puerto  Rican  population  receives  food  stamp 
aid,  while  the  national  average  is  10  percent,  and  no  State  has  a 
participation  rate  higher  than  21  percent  (Mississippi).  Food  stamp 
aid  now  represents  nearly  10  percent  of  the  commonwealth's  per- 
sonal income. 

Additionally,  the  Puerto  Rican  food  stamp  program  has  been 
plagued  by  reports  of  mismanagement  and  abuse,  cited  by  both  the 
General  Accounting  Office  and  the  Department's  Office  of  the  In- 
spector General. 

As  a  result,  it  is  necessary  to  place  food  assistance  in  Puerto  Rico 
on  a  block  grant  footing,  to  enable  creation  of  a  program  respon- 
sive to  the  Commonwealth's  particular  needs  and  to  help  control 
overall  food  stamp  program  costs. 

As  an  interim  step,  the  income  eligibility  standards  in  Puerto 
Rico  would  be  lowered,  effective  October  1,  1981.  Immediate  imple- 
mentation of  a  food  assistance  block  grant  would  be  disruptive.  The 
new,  lower  income  eligibility  standard  would,  in  effect,  be  set  at  55 
percent  of  the  standard  applicable  to  the  48  contiguous  States  and 
the  District  of  Columbia.  This  would  be  accomplished  by  setting  the 
poverty  levels  for  Puerto  Rico  at  55  percent  of  those  on  the  main- 
land. In  setting  this  lower  income  limit  in  Puerto  Rico,  the  Com- 
mittee took  note  that:  (1)  per  capita  income  in  the  Commonwealth 
is  between  50  and  60  percent  of  that  of  the  lowest  per  capita 
income  State;  and  (2)  the  separate  food  stamp  ' 'standard  deduction" 
used  in  Puerto  Rico,  originally  developed  to  be  a  rough  measure  of 
nonfood  living-cost  differences,  is  equal  to  59  percent  of  the  "stand- 
ard deduction"  used  in  the  48  contiguous  States  and  the  District  of 
Columbia. 

Since  the  gross  income  limit  applied  in  Puerto  Rico  would  be  55 
percent  of  130  percent  of  the  continental  United  States  poverty 
levels,  the  result  is  that  the  actual  gross  income  standard  in  Puerto 
Rico  would  be  equal  to  71  percent  of  the  continental  United  States 
poverty  levels,  and  those  with  incomes  above  that  would  lose  eligi- 
bibility,  reducing  costs  by  nearly  10  percent. 

The  provisions  establishing  a  food  assistance  block  grant  in 
Puerto  Rico,  effective  April  1,  1982,  would  provide  funding  for  100 
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percent  of  food  assistance  benefit  costs  (50  percent  of  administra- 
tive costs)  up  to  an  annual  maximum  of  $825  million. 

This  proposal  would  give  maximum  flexibility  to  Puerto  Rico  to 
design  a  food  assistance  program  to  meet  the  special  problems  of 
the  truly  needy  in  the  Commonwealth.  While  providing  this  flexi- 
bility, the  provision  would  require  Puerto  Rico,  in  order  to  receive 
payments  for  any  fiscal  year  to  develop  a  plan,  to  be  approved  by 
the  Secretary  that:  (1)  designates  a  single  agency  to  carry  out  the 
program,  (2)  assess  the  food  and  nutrition  need  of  needy  persons  in 
the  Commonwealth,  (3)  describes  the  program  for  providing  the 
assistance,  (4)  estimates  the  amount  of  expenditures  and  related 
administrative  expenses  necessary  to  carry  out  the  program,  and 
(5)  includes  other  information  as  the  Secretary  requires.  If  the 
Secretary  disapproves  a  plan  for  any  fiscal  year,  the  Secretary 
must  notify  the  appropriate  agency  and  payments  will  not  be  made 
until  the  failure  to  comply  is  corrected.  However,  the  Secretary 
may  withhold  payments  (instead  of  denying  payments)  until  the 
failure  to  comply  is  corrected  at  which  time  the  withheld  amounts 
shall  be  paid.  Biennial  audits  of  expenditures  under  the  program 
woud  also  be  required. 

The  Congressional  Budget  Office  estimates  that  these  provisions 
would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

Estimated  authorization  levels  

Estimated  outlays  

  -187 

  -187 

-302 
-302 

-336 
-336 

Repeal  of  increases  in  deductions 

Three  increases  in  deductions  that  were  enacted  into  law  last 
year  by  the  Food  Stamp  Act  Amendments  of  1980  (Public  Law  96- 
249),  and  scheduled  to  take  effect  in  fiscal  year  1982,  would  be 
repealed. 

One  provision  would  have  created  a  separate  dependent  care 
deduction  of  up  to  $90  per  month  (or  $1,080  annually)  in  addition  to 
the  deduction  of  up  to  $115  per  month  ($1,380  annually)  which  is 
currently  provided  for  dependent  care  and/or  excess  shelter  costs. 

Another  provision — also  adopted  last  year — would  have  expanded 
the  deductions  for  medical  expenses  of  elderly  and  disabled  recipi- 
ents. The  Food  Stamp  Act  Amendments  of  1980  provided  a  deduc- 
tion of  all  such  expenses  above  $25  per  month  beginning  in  fiscal 
year  1982.  The  present  level  of  deductions  for  all  medical  expenses 
above  $35  per  month  for  elderly  and  disabled  recipients  would  be 
retained. 

Also  repealed  is  a  provision  of  the  Food  Stamp  Act  Amendments 
of  1980  which  would  have  allowed  certain  spouses  of  elderly,  blind, 
or  disabled  recipients  to  be  eligible  for  the  medical  deduction. 

Fiscal  restraints  demand  that  program  costs  be  reduced  rather 
than  be  expanded  at  this  time.  Also,  considerable  administrative 
complexities  would  be  avoided  by  the  repeal  of  this  expansion  of 
deductions. 
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The  Congressional  Budget  Office  estimates  that  these  provisions 
would  reduce  program  costs  as  follows: 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

Estimated  authorization  levels  

Estimated  outlays  

  -61 

  -61 

-65 
-65 

-69 
-69 

School  Lunch  and  Child  Nutrition  Programs 
background  and  need 

Federal  expenditures  for  child  nutrition  programs  have  risen 
from  $750  million  in  fiscal  year  1970  to  over  $4.7  billion  in  fiscal 
year  1980.  Unless  program  changes  are  made,  the  Congressional 
Budget  Office  estimates  total  costs  would  be  $5.4  billion  in  fiscal 
year  1982. 

The  following  graphs,  prepared  by  the  Congressional  Budget 
Office  and  the  Congressional  Research  Service  respectively,  demon- 
strate the  growth  in  the  Federal  share  of  child  nutrition  expendi- 
tures since  1967,  and  the  growth  in  different  program  levels  since 
1970: 

Summary  Figure. 

Growth  in  Expenditures  for  Child  Nutrition  Programs,  Fiscal  Years  1 967-1 980 


Billions  of  Dollirs  Billions  of  Dollars 


1967    1968     1969     1970     1971     1972     1973     1974     1975     1976     1977     1978     1979  1980 


Fiscal  Vetr 

SOURCE:  Congressional  Budget  Office;  s. 
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COMMITTEE  CONSIDERATION 

The  Committee  considered  two  bills  to  achieve  savings  in  child 
nutrition  programs:  S.  1254,  introduced  by  Chairman  Helms,  and  S. 
946,  the  Administration's  bill. 

Early  in  mark-up  the  Committee  agreed  to  adopt  the  two  provi- 
sions contained  in  both  bills  to  achieve  the  savings  called  for  in 
direct  spending  programs.  The  first  of  these  provisions  would  elimi- 
nate the  special  milk  program  except  in  schools  or  institutions  with 
no  other  USD  A  food  service  program.  This  was  adopted  by  a  roll 
call  vote  of  9-6.  The  second  provision  would  terminate  the  summer 
food  service  program.  This  was  adopted  by  a  roll  call  vote  of  10-5. 

All  other  savings  in  the  bill  fell  into  the  authorization  category. 
The  Chairman  offered  at  the  beginning  of  consideration  of  S.  1254 
several  amendments  to  address  issues  raised  subsequent  to  its  in- 
troduction. These  included  establishing  nutritional  requirements 
for  ' 'commodity  only"  school  lunches,  changing  reimbursement 
rates  to  reflect  numbers  assumed  in  making  cost  estimates,  and 
exempting  handicapped  children  from  the  age  limit  for  the  child 
care  food  program.  The  Committee  then  agreed  to  adopt  all  provi- 
sions of  S.  1254,  except  those  which  Senators  wished  to  amend. 

Senator  Dole  then  offered  a  package  of  several  amendments 
addressing  the  special  supplemental  food  program  (WIC),  school 
lunch  and  breakfast,  the  child  care  food  program,  residential  child 
care  institutions,  and  nutrition  education  and  training. 

WIC 

Current  law  authorizes  such  sums  as  may  be  necessary  for  the 
WIC  program  for  fiscal  years  1982,  1983  and  1984.  The  Administra- 
tion proposed  that  appropriations  for  WIC  be  reduced  to  $742  mil- 
lion for  fiscal  year  1982.  The  Chairman's  bill,  S.  1254,  required  that 
any  amount  of  Federal  funds  made  available  to  any  State  for  WIC 
above  the  1981  level  of  available  funds  (estimated  to  be  $945  mil- 
lion with  carryover  from  the  previous  year)  be  matched  dollar-for- 
dollar  with  State  appropriated  funds.  Senator  Dole's  amendment 
would  retain  current  law. 

The  Chairman  then  offered  a  substitute  to  require  that  any 
Federal  funds  made  available  to  any  State  above  its  appropriate 
share  of  $998  million  in  fiscal  year  1982,  $1,060  million  in  fiscal 
year  1983,  and  $1,126  million  in  fiscal  year  1984  be  matched  dollar- 
for-dollar  with  State  appropriated  funds. 

The  Committee  agreed  to  adopt  those  numbers  as  a  cap,  and  not 
provide  for  additional  Federal  funding  above  that  amount  even 
with  state  matching. 

Family  or  group  day  care  homes 

The  Chairman's  bill,  S.  1254,  provided  that  funds  for  family  or 
group  day  care  home  meals  be  subsidized  in  the  same  fashion  as 
other  day  care  institutions.  Current  law  provides  free  meals  to  all 
children  in  such  homes  regardless  of  income.  Senator  Dole  offered 
an  amendment  to  lower  the  reimbursement  factor  for  family  or 
group  day  care  home  sponsoring  organizations  by  10  percent,  as 
well  as  the  reimbursement  factor  for  administrative  expenses.  In 
addition,  no  reimbursement  would  be  provided  to  children  of  pro- 
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viders  with  income  above  185  percent  of  the  OMB  income  poverty 
guidelines  ($15,630  for  a  family  of  four). 

Speaking  for  the  Administration,  John  Bode,  Deputy  Assistant 
Secretary  for  Food  and  Consumer  Services,  proposed  that  only 
sponsoring  organizations  with  two  thirds  or  more  of  their  children 
below  185  percent  of  poverty  be  eligible  to  receive  reimbursements. 
The  Committee  adopted  the  Dole  amendment. 

Applications  for  free  and  reduced  price  meals 

Current  regulations  require  that  applications  for  free  and  re- 
duced priced  meals  be  sent  home  with  every  child,  regardless  of  the 
child's  family  income.  S.  1254  would  require  that  applications  be 
made  readily  available  at  the  schools,  but  not  that  the  schools  send 
them  home  with  every  child.  That  would  be  left  to  the  schools 
discretion.  Senator  Dole  offered  an  amendment  to  require  that  the 
application  forms  continue  to  be  sent  home.  The  Committee  adopt- 
ed that  amendment 

OTHER  AMENDMENTS 

Senator  Dole  included  in  his  package  several  other  provisions 
affecting  school  lunch  and  breakfast  reimbursement  rates,  the  defi- 
nition of  income  used  in  determining  free  and  reduced-price  meal 
eligibility,  residential  child  care  institutions,  and  the  child  care 
food  program.  The  Committee  adopted  them  without  objection. 

Senator  Huddleston  then  offered  several  amendments  on  behalf 
of  Senator  Leahy,  all  of  which  the  Committee  adopted  without  any 
objection.  One  amendment  called  for  nutritional  requirements  for 
commodity  only  schools,  and  the  other  eliminated  cost  based  ac- 
countability requirements  for  child  care  food  program. 

Senator  Melcher  offered  an  amendment  to  specify  that  fluid  milk 
and  components  of  each  of  the  four  basic  food  groups  be  included  in 
the  nutritional  requirements  for  "commodity  only"  schools.  That 
amendment  was  also  adopted  without  objection. 

Later  in  reconciliation  mark-up  when  it  was  found  that  the 
Committee  recommendations  fell  short  of  the  needed  savings  in 
authorization,  the  Committee  agreed  to  accept  the  provision  in  S, 
1254  making  residential  child  care  institutions  ineligible  to  partici- 
pate in  the  school  lunch  program,  but  the  effective  date  was  moved 
to  fiscal  year  1984.  This  provision  had  earlier  been  deleted  by  an 
amendment  of  Senator  Dole. 

SCHOOL  LUNCH  PROGRAM 

Program  summary 

Under  the  national  school  lunch  program,  Federal  cash  subsidies 
and  commodities  are  provided  to  schools  serving  lunches  that  meet 
required  nutritional  standards.  During  the  1980  school  year,  some 
94,000  public  and  private  schools  participated  in  the  program, 
making  lunches  available  to  more  than  27  million  children. 

The  amount  of  the  cash  subsidies  varies  according  to  the  family 
income  of  the  participating  child,  although  all  meals  receive  at 
least  a  basic  cash  and  commodity  reimbursement  regardless  of 
family  income  (section  4  of  the  National  School  Lunch  Act).  Addi- 
tional reimbursements  are  provided  for  each  meal  served  to  a 
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needy  child  (section  11  of  the  National  School  Lunch  Act),  with 
need  determined  on  the  basis  of  a  specified  percentage  of  the  Office 
of  Management  and  Budget's  nonfarm  income  poverty  guidelines. 
All  rates  are  adjusted  for  inflation.  Free  meals  are  available  to 
children  whose  family  income  is  no  greater  than  125  percent  of  the 
income  poverty  guidelines,  plus  a  standard  deduction  ($11,520  for  a 
family  of  four  as  of  July  1,  1981),  while  reduced-price  meals  are 
available  to  children  from  families  with  incomes  between  125  per- 
cent and  195  percent  of  these  guidelines,  plus  a  standard  deduction 
($17,440  for  a  family  of  four). 

The  current  general  cash  reimbursement  for  each  meal  served  is 
16  cents  except  in  school  districts  where  more  than  60  percent  of 
the  meals  were  served  free  or  at  a  reduced-price  during  school  year 
1978-79. 

In  such  school  districts,  the  reimbursement  is  2.5  cents  more,  or 
18.5  cents  per  lunch.  An  additional  83.5  cents  is  provided  for  each 
free  lunch,  and  an  additional  63.5  cents  is  provided  for  each  re- 
duced-price lunch. 

In  addition  to  the  cash  reimbursement,  commodities  valued  at  a 
specified  amount,  adjusted  for  inflation,  are  provided  for  each 
school  lunch  served  without  regard  to  the  family  income  of  the 
participating  child.  The  current  rate  of  commodity  support  is  13.5 
cents  per  lunch. 

In  fiscal  year  1980,  approximately  4.4  billion  meals  were  served 
through  the  school  lunch  program.  Approximately  45  percent  of 
these  meals  were  served  free  or  at  reduced  price.  The  remaining  55 
percent  were  served  to  children  from  families  with  income  above 
195  percent  of  the  OMB  nonfarm  income  poverty  guidelines  as 
updated  by  the  Secretary  of  Agriculture. 

TABLE  3.  NATIONAL  SCHOOL  LUNCH  PROGRAM  FINANCIAL  ASSISTANCE  FOR  SCHOOL  LUNCHES  1 

[Obligations  in  thousands  of  dollars] 


Fiscal  year  Section  4       Section  11 


1947   $59,853   

1948   53,948   

1949   58,752   

1950   64,521   

1951   68,156   

1952   66,294   

1953  -.   67,071   

1954   67,177   

1955   68,935   

1956   66,826   

1957   83,775   

1958   83,708   

1959   93,794   

1960  "   93,647   

1961   93,628   

1962   98,680   

1963   108,537   

1964   120,793   

1965   130,413   

1966   139,016  $1,866 

1967   147,657  1,958 

1968   154,732  4,878 

1969   161,151  42,021 

1970   167,995  132,012 

1971   225,667  306,155 
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TABLE  3.  NATIONAL  SCHOOL  LUNCH  PROGRAM  FINANCIAL  ASSISTANCE  FOR  SCHOOL  LUNCHES  l— 

Continued 

[Obligations  in  thousands  of  dollars] 


Fiscal  year  Section  4       Section  11 


1972   248,418  491,357 

1973   324,102  555,307 

1974   407,923  681,540 

1975  „   466,856  818,373 

1976   511,300  998,350 

TQ  2   66,856  125,786 

1977   561,674  1,105,251 

1978   618,200  1,205,793 

1979   677,511  1,324,489 

1980   724,371  1,379,465 

1981  (est.)   753,500  1,557,598 


1  Does  not  include  cash  payments  in  lieu  of  commodities. 

2  Transition  quarter— period  from  July  1  through  September  30,  1976,  just  prior  to  the  official  change  in  the  fiscal  year  from  July  I  through 
June  30  to  October  1  through  September  30. 

Source:  U.S.  Department  of  Agriculture. 

Need  for  legislation 

The  Committee  recommends  a  number  of  reforms  and  savings 
measures  to  achieve  the  reconciliation  instructions.  These  meas- 
ures are  designed  to  target  limited  resources  toward  those  children 
most  in  need,  while  at  the  same  time  reducing  unnecessary  regula- 
tory burdens  on  the  schools. 

Regulatory  reform  measures  should  help  to  reduce  local  costs 
and  thereby  mitigate  the  impact  of  the  funding  reductions  in  a 
major  degree. 

Reimbursement  rates 

Large  dollar  savings  can  be  achieved  by  reducing  the  subsidy  for 
lunches  served  in  the  school  lunch  program.  The  Committee  there- 
fore recommends  reducing  the  cash  reimbursement  for  lunches 
provided  to  students  in  the  paying  category  by  over  45  percent, 
from  a  level  of  16.08  cents  to  8.83  cents,  rounded  to  the  nearest 
one-quarter  cent.  Lunches  served  to  paying  students  in  schools  in 
which  60  percent  or  more  of  the  lunches  were  served  free  or  at  a 
reduced  price  during  the  second  preceding  school  year  would  be 
reimbursed  at  a  2  cent  higher  rate. 

The  cash  reimbursement  for  lunches  served  free  would  be  low- 
ered by  an  additional  1.75  cents  beyond  the  reductions  made  in  the 
Omnibus  Reconciliation  Act  of  1980  bringing  it  to  a  total  level  of 
97.9  cents.  The  reimbursement  rate  for  lunches  served  free  to 
students  in  schools  in  which  60  percent  or  more  of  the  students 
receive  free  or  reduced-price  lunches  would  be  2  cents  higher,  or 
99.9  cents. 

Students  receiving  reduced-price  lunches — that  is,  those  with  in- 
comes between  $10,990  and  $15,630  for  a  family  of  four— would  pay 
40  cents  rather  than  20  cents  for  their  lunches. 

Commodity  assistance  for  all  meals  would  be  reduced  by  2.25 
cents  to  a  level  of  11.29  cents,  adjusted  for  inflation  beginning  July 
1,  1981. 
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Income  eligibility 

Eligibility  for  free  meals  is  currently  established  at  125  percent 
of  the  OMB  nonfarm  income  poverty  guidelines  plus  an  $80  per 
month  standard  deduction,  estimated  to  be  an  income  of  $11,520  for 
a  family  of  four,  beginning  July  1,  1981.  The  Committee  would 
establish  the  eligibility  cut  off  at  130  percent  of  the  poverty  guide- 
lines with  no  standard  deduction,  or  $10,990  for  a  family  of  four. 
Beginning  Juiy  1,  1983,  eligibility  for  free  meals  would  be  tied  to 
the  gross  income  limits  established  for  the  food  stamp  program. 

This  modification  would  establish  a  uniform  standard  of  need  for 
providing  free  food  assistance.  S.  1007,  the  Food  Stamp  and  Com- 
modity Distribution  Amendments  of  1981,  likewise  establishes  a 
gross  income  limit  for  food  stamps  of  130  percent  of  the  income 
poverty  guidelines. 

In  a  letter  of  April  20,  Robert  E.  Magee,  Acting  Inspector  Gener- 
al of  USDA,  made  the  following  comments  in  response  to  an  in- 
quiry by  Chairman  Helms: 

As  you  know,  there  is  duplicative  effort,  mandated  by 
Federal  requirements,  on  the  part  of  State  and  local  enti- 
ties to  accept  and  process  separate  eligibility  applications 
for  the  various  USDA  nutrition  programs.  These  programs 
have  common  objectives  (raising  nutrition  levels),  target 
on  a  similar  population,  and  use  OMB  nonfarm  poverty 
guidelines  as  the  eligibility  criteria. 

Administratively,  and  for  the  applicants'  convenience,  it 
would  make  sense  to  have  common  income  eligibility  crite- 
ria and  one  application  to  determine  eligibility  for  all  the 
nutrition  programs  except  the  WIC  special  risk  require- 
ment. This  would  reduce  administrative  burden,  cost  and 
systems  necessary  to  verify  eligibility,  maintain  files,  etc. 
There  is  also  the  question  of  whether  other  Federal  pro- 
grams requiring  income  eligibility  determinations  could  be 
handled  similarly  (housing  and  rental  assistance  under 
HUD  and  USDA's  FmHA  for  example).  More  extensive 
changes  would  be  necessary  because  different  references 
are  used  for  income  maximums. 

It  would  also  make  sense  to  go  one  step  further  and 
collapse  all  nutrition  programs  under  one  umbrella  pro- 
gram. The  present  food  stamp  program  could  be  used  as 
the  basic  Food  Assistance  Program.  If  the  family  had 
members  eligible  for  assistance  under  other  programs,  the 
food  stamps  could  be  provided  to  replace  the  WIC  program 
and,  during  the  summer,  to  replace  the  Summer  Feeding 
Program  benefits.  For  school  lunch,  a  certification  of  eligi- 
bility for  free  lunches  could  be  provided  to  school  officials. 

In  addition  to  providing  a  uniform  eligibility  standard  for  free 
meals  and  food  stamps,  the  Committee  recommends  lowering  eligi- 
bility for  reduced-price  meals  from  195  percent  of  poverty  plus  a 
standard  deduction  ($17,440  for  a  family  of  four  beginning  July  1, 
1981)  to  185  percent  with  no  standard  deduction  ($15,630  for  a 
family  of  four).  Applications  for  such  meals  would  still  be  made 
through  the  school,  although  documentation  of  participation  in  the 
food  stamp  program  would  be  sufficient  to  indicate  a  child  is  eligi- 
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ble  for  free  meals.  This  should  simplify  program  administration 
and  avoid  duplication  of  verification  efforts. 

The  following  chart  compares  income  eligibility  limits  for  the 
coming  school  year  as  they  would  be  if  current  policy  were  main- 
tained, and  as  they  would  be  according  to  Committee  recommenda- 
tions: 

INCOME  ELIGIBILITY  LIMITS  FOR  FREE  AND  REDUCED  PRICE  MEALS-JULY  1981-JUNE 1982 

[USDA  estimates] 

Maximum  annual  gross  income 
Family  size  Current  policy 1  S.  1254 2 


Free        Reduced        Free  Reduced 


1  

  $6,350 

$9,360 

$5,600 

$7,970 

2  

  8,070 

12,060 

7,400 

10,530 

3  

  9,800 

14,750 

9,190 

13,080 

4  _  

  11,520 

17,440 

10,990 

15,630 

5  

  13,250 

20,130 

12,780 

18,190 

6  

  14,970 

22,820 

14,570 

20,740 

7  

  16,700 

25,510 

16,370 

23,290 

8  :  

  18,420 

28,200 

18,160 

25,840 

1  Free  meal  eligibility  at  125  percent  of  0MB  income  poverty  guidelines  plus  $80  per  month  standard  deduction;  reduced  price  eligibility  at  195 
percent  of  poverty  with  same  standard  deduction,  until  September  30,  1981,  when  the  temporary  provisions  of  Public  Law  96-499  expire. 

2  Free  meal  eligibility  at  130  percent  of  0MB  income  poverty  guidelines  with  no  standard  deduction;  reduced  price  at  185  percent  with  no 
standard  deduction. 


Verification 

During  May  of  1980,  USDA's  Office  of  the  Inspector  General 
(OIG)  conducted  an  audit  of  free  and  reduced-price  lunch  applica- 
tions in  220  randomly  selected  public  and  private  schools.  The 
results  of  that  audit  indicated  that  close  to  30  percent  of  all  ap- 
proved applications  contained  incorrect  income  or  household  infor- 
mation which  resulted  in  applicants  receiving  benefits  to  which 
they  were  not  entitled.  OIG  projects  that  such  an  error  rate  may 
have  cost  the  Federal  Government  as  much  as  $171.5  million  for 
the  1979/1980  school  year. 

Current  law  allows  local  school  authorities  to  verify  data  submit- 
ted on  free  and  reduced-price  meal  applications  only  "for  cause". 
"Cause"  has  at  best  been  difficult  to  define.  In  its  February  1981 
report  on  the  May  audit,  OIG  recommended  that  the  data  submit- 
ted on  free  and  reduced-price  lunch  applications  be  verified: 

We  believe  our  review  shows  the  need  for  verification 
and  that  the  pilot  projects,  while  they  may  be  helpful  in 
working  out  the  mechanics  for  verifying  the  information, 
are  not  necessary  to  justify  the  need  to  verify  at  least 
income. 

The  semiannual  report  of  the  Office  of  Inspector  General  (October 
1,  1980-March  31,  1981)  further  recommended  that: 

School  food  authorities  be  required  to  use  standard  nationwide  or 
statewide  free  and  reduced-price  application  forms  which  require 
all  adult  members  of  a  household  to  furnish  their  sources  of  income 
and  social  security  numbers.  FNS  should  seek  the  legislative  au- 
thority to  obtain  social  security  numbers.  The  Department's  cur- 
rent legislative  package  which  was  submitted  to  Congress  for  con- 
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sideration  requests  legislative  authority  to  obtain  parent  or  guardi- 
an social  security  numbers  on  applicant  forms. 

State  agencies  or  school  food  authorities  be  required  to  routinely 
verify  family  income  on  free  and  reduced-price  applications  by 
computer  matching  techniques.  The  Department's  current  legisla- 
tive package  before  Congress  requests  legislative  authority  for  com- 
puter income  verification. 

FNS  clarify  the  method  to  be  used  in  determining  a  household's 
annual  income  and  who  is  to  be  counted  in  determining  family 
size. 

In  response  to  an  inquiry  by  Chairman  Helms,  Mr.  Robert  E. 
Magee,  Acting  Inspector  General,  further  recommended  in  a  letter 
of  April  20,  1981,  that  each  applicant  for  free  and  reduced-price 
lunches  be  required  to  furnish  documented  evidence  of  income  as  a 
condition  for  eligibility  in  the  program. 

In  line  with  OIG's  recommendations,  the  Committee  would  both 
allow  States  and  local  school  authorities  to  seek  verification  of  the 
data  on  free  and  reduced-price  meal  applications,  as  well  as  require 
States  and  local  school  authorities  to  undertake  such  verification 
as  the  Secretary  may  by  regulation  prescribe.  The  Committee 
would  also  require  that  social  security  numbers  of  all  adult  house- 
hold members  be  provided  on  application  for  free  and  reduced-price 
meals. 

The  Committee  recommends  a  number  of  other  changes  to  ad- 
dress problems  of  program  abuse.  As  recommended  by  OIG,  the 
Committee  recommendations  would  require  documentation  of 
income  (to  be  defined  by  the  Secretary)  as  a  condition  of  eligibility 
for  receipt  of  free  and  reduced-price  meals.  Documentation  of  par- 
ticipation in  the  food  stamp  program  would  also  establish  eligibility 
for  free  meals. 

Income  would  be  clearly  defined  as  income  at  the  time  of  applica- 
tion, not  income  over  the  course  of  the  previous  year. 

As  recommended  by  both  the  Chairman  and  the  Administration, 
the  Committee  would  remove  from  the  application  forms  the  free 
lunch  family  size  income  levels.  Only  the  levels  for  reduced-price 
meals  would  remain  on  the  form.  This  measure  should  reduce  the 
incentive  to  misreport  income  in  order  to  qualify  for  free  meals. 

As  further  recommended  by  both  the  Chairman  and  the  Admin- 
istration, the  Committee  amendments  would  require  USDA  to  con- 
duct a  pilot  study  to  verify  the  data  submitted  on  a  sample  of  free 
and  reduced-price  meal  applications.  This  should  aid  in  determin- 
ing appropriate  forms  of  income  documentation,  as  well  as  in  meas- 
uring the  level  of  fraud. 

Definition  of  school 

In  view  of  the  need  to  maximize  Federal  savings  by  providing 
benefits  only  where  they  are  most  essential,  the  Committee  recom- 
mends that  private  schools  with  tuitions  above  $1,500  be  excluded 
from  the  definition  of  ' 'school".  They  would  therefore  be  ineligible 
to  participate  in  the  school  lunch  or  breakfast  program. 

The  Committee  further  recommends  that  residential  child  care 
institutions,  which  are  generally  State-run,  no  longer  be  considered 
schools  for  purposes  of  the  child  nutrition  programs  beginning  with 
fiscal  year  1984. 
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Commodity  only  schools 

Schools  that  do  not  participate  in  the  school  lunch  program  may 
still  be  eligible  to  receive  surplus  donated  commodities  to  assist  in 
providing  low  cost  nutritious  lunches.  Commodities  for  these  so- 
called  "commodity  only"  schools  are  provided  under  the  authority 
of  section  32  of  the  Act  of  August  24,  1935,  Public  Law  74-320,  and 
section  416  of  the  Agricultural  Act  of  1949.  These  schools  do  not 
receive  any  cash  assistance  for  their  meal  programs  and  do  not 
have  to  meet  all  the  requirements  set  for  regular  school  lunch 
programs  receiving  cash  assistance.  However,  such  schools  must 
provide  meals  free  or  at  reduced  price  for  needy  children  and 
under  regulations,  must  serve  lunches  that  contain  food  from  each 
of  the  four  basic  food  groups. 

There  are  currently  252  commodity  only  schools  in  operation 
nationwide,  101  of  which  are  residential  child  care  institutions. 

At  a  time  when  Federal  meal  funding  is  being  substantially 
reduced,  the  Committee  recognizes  the  need  for  greater  flexibility 
in  offering  a  lunch  program  that  schools  can  afford  to  operate.  It 
also  recognizes  the  need  for  an  outlet  for  surplus  commodities.  The 
Committee,  therefore,  recommends  that  "commodity  only"  schools 
be  made  eligible  to  receive  donated  commodities  equal  in  value  to 
the  total  of  the  national  average  commodity  assistance  rate  and  the 
general  cash  reimbursement  rate  provided  currently  for  all  lunches 
served  in  the  school  lunch  program.  These  schools  would  also  be 
eligible  to  receive  additional  cash  payments  for  free  and  reduced- 
price  meals  equivalent  to  those  currently  provided  for  the  school 
lunch  program.  "Commodity  only"  schools  would  be  eligible  to 
receive  up  to  five  cents  of  the  value  of  their  commodity  payment  in 
cash  for  use  in  processing  and  handling  the  commodities.  Lunches 
served  with  this  assistance  must  meet  the  same  nutritional  stand- 
ards as  those  served  in  the  school  lunch  program.  Fluid  milk  and 
each  of  the  four  basic  food  groups  must  be  included  with  each 
meal. 

The  "commodity  only"  option  will  allow  schools  that  are  able  to 
use  commodities  more  cost-effectively  than  cash,  to  provide  nutri- 
tious lunches  to  school  children  at  lower  cost. 

Regulatory  reforms 

The  Committee  recommends  several  changes  to  reduce  unneces- 
sary requirements  made  of  States  and  schools.  These  reforms 
should  reduce  local  costs  and  ease  the  impact  of  the  budget  reduc- 
tions. 

As  recommended  by  Chairman  Helms  in  S.  1254,  the  Committee 
amendment  would  require  the  Secretary  of  Agriculture  to  make 
changes  in  nutritional  and  other  program  requirements  within  90 
days  of  enactment  of  the  bill  to  effect  cost  savings  on  the  local 
level.  It  is  estimated  by  USDA  that  changes  in  meal  pattern  re- 
quirements alone  could  save  8  to  10  cents  per  meal. 

The  Committee  amendment  would  extend  to  elementary  schools, 
when  approved  by  the  local  school  district  or  private  school,  the 
option  of  allowing  children  not  to  take  all  food  offered  if  they  do 
not  intend  to  consume  it.  Current  law  requires  that  they  take  all 
food,  whether  they  intend  to  consume  it  or  dispose  of  it  in  the 
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trashcan.  This  follows  the  recommendation  of  the  Chairman  in  S. 
1254. 

The  Committee  amendment  would  also  eliminate  all  require- 
ments for  a  state  plan  for  school  lunch  or  for  any  other  child 
nutrition  program  other  than  that  required  for  nutrition  education 
and  training,  the  special  supplemental  food  program,  and  state 
administrative  expense  funding.  Other  reporting  requirements  al- 
ready required  by  law  and  regulation  are  adequate,  and  the  state 
plans  only  mandate  superfluous  paperwork. 

In  line  with  both  the  Administration's  and  Chairman  Helms' 
recommendations,  the  Committee  proposal  would  also  eliminate  all 
requirements  for  cost  based  accountability,  except  for  that  required 
for  severe  need  schools  under  the  breakfast  program,  and  the  spe- 
cial milk  program. 


Program  summary 

The  school  breakfast  program  provides  assistance  to  States  to 
initiate,  maintain  or  expand  non-profit  breakfast  programs  in 
schools.  Federal  payments  subsidize  each  breakfast  served,  al- 
though the  subsidies  vary  in  amount  according  to  family  income. 
In  fiscal  year  1980,  the  program  operated  in  33,394  schools  and 
served  approximately  612  million  breakfasts  to  some  3.7  million 
children.  Almost  85  percent  of  the  participants  received  free  or 
reduced-price  breakfasts.  Income  eligibility  for  such  breakfasts  is 
the  same  as  that  for  the  school  lunch  program. 

For  the  period  July  1,  1980,  through  June  30,  1981,  the  basic 
reimbursement  rate  for  each  breakfast  served  is  14.75  cents.  An 
additional  27.75  cents  (for  a  total  of  42.5  cents)  is  provided  for 
reduced-price  breakfasts,  and  an  additional  37.25  cents  (for  a  total 
of  52  cents)  is  provided  for  free  breakfasts.  Under  the  provisions  of 
the  Omnibus  Reconciliation  Act,  these  rates  were  not  adjusted  for 
inflation  on  January  1,  1981,  and  will  be  effective  until  adjusted 
July  1,  1981.  After  fiscal  year  1981,  the  rates  will  be  adjusted 
semiannually  for  changes  in  the  Consumer  Price  Index  (CPI)  series 
for  food  away  from  home. 

Certain  schools  are  eligible  to  receive  additional  "severe  need" 
reimbursements.  Such  schools  are  defined  to  include  as  a  minimum 
those  required  by  state  law  to  operate  a  breakfast  program,  as  well 
as  those  serving  a  minimum  of  40  percent  of  the  lunches  free  or  at 
a  reduced  price  and  for  which  the  average  reimbursement  rate  is 
insufficient  to  cover  the  costs.  State  educational  agencies  may  de- 
velop eligibility  standards  for  severe  need  funding  more  expansive 
than  this  minimum  level.  In  fiscal  year  1980,  43  percent  of  all  free 
and  reduced  price  breakfasts  served  receive  "severe  need"  funding. 


SCHOOL  BREAKFAST  PROGRAM 


SCHOOL  BREAKFAST  PROGRAM-FUNDING  AND  PARTICIPATION 


Fiscal  year 


Total 


Average  daily  participation 


Free 


Reduced 


Paid 


Program  level 
(rounded  to 
thousands) 


1967 
1968 
1969 
1970 


80,000 
200,000 
300,000 
600,000 


1  60,000 
100,000 
200,000 
400,000 


20,000 
100,000 
100,000 
200,000 


$573,000 
2,000,000 
5,540,000 
10,870,000 


81 


SCHOOL  BREAKFAST  PROGRAM— FUNDING  AND  PARTICIPATION— Continued 


Fiscal  year 

Total 

Average  daily  participation 
Free  Reduced 

Paid 

Program  level 
(rounded  to 
thousands) 

1971 

1  000  000 

1  800,000 

200,000 
200,000 

20,140,000 
24,422,000 

1972 

1  100  000 

1  900,000 

1973 

1  300  000 

1,100,000 

30,000 

170,000 

37,002,000 

1974 

1  500  000 

1,200,000 

20,000 

280,000 

58,521,000 

1975  

  2,000,000 

1,600,000 

50,000 

350^000 

83^000^000 

1976  

  2,300,000 

1,900,000 

70,000 

330,000 

116,500,000 

TQ2  

  2,100,000 

1,700,000 

80,000 

320,000 

16,963,000 

1977  

  2,600,000 

2,100,000 

100,000 

400,000 

144,076,000 

1978  

  2,800,000 

2,200,000 

240,000 

460,000 

184,269,000 

1979  

  3,200,000 

2,500,000 

200,000 

500,000 

216,435,000 

1980  3  

  3,690,000 

2,900,000 

250,000 

540,000 

246,900,000 

1  Participation  not  separated  for  these  years. 

2  Transition  Quarter— period  from  July  1,  1976  through  Sept.  30,  1976  just  prior  to  the  official  change  in  the  fiscal  year  from  July  1  through 
June  30  to  October  1  through  September  30. 

3  Participation  breakdown  for  free,  reduced  and  paid  breakfasts  is  estimated  on  the  basis  of  breakfasts  served  in  these  categories. 


Need  for  legislation 

In  light  of  the  need  to  minimize  federal  expenditures  for  school 
feeding  programs,  the  Committee  recommends  several  changes  in 
the  school  breakfast  program. 

The  Committee  recommendations  would  cut  in  half  the  reim- 
bursement for  breakfasts  served  to  children  above  185  percent  of 
poverty,  reducing  it  from  14.75  cents  per  breakfast  to  7.43  cents, 
adjusted  upward  on  July  1,  1981.  This  would  reduce  federal  in- 
volvement in  subsidizing  the  meals  of  those  families  with  incomes 
sufficient  to  pay  for  their  own. 

The  Committee  recommendations  would  also  tighten  eligibility 
standards  for  ' 'severe  need"  funding  for  the  breakfast  program. 
Only  schools  in  which  40  percent  or  more  of  the  meals  were  served 
free  or  at  a  reduced  price  during  the  second  preceding  school  year, 
and  in  which  the  reimbursement  rates  are  insufficient  to  cover  the 
costs,  would  be  eligible  for  "severe  need"  funding. 

Federal  costs  of  operating  the  breakfast  program  would  also  be 
reduced  by  provisions  that  strengthen  eligibility  standards  for  free 
and  reduced  price  meals. 

FOOD  SERVICE  EQUIPMENT  ASSISTANCE 

Program  summary 

Under  the  food  service  equipment  assistance  program,  grants  are 
made  to  States  to  supply  schools  with  equipment  for  storing,  pre- 
paring, transporting,  and  serving  food.  Assistance  can  go  only  to 
schools  attended  by  students  from  areas  with  poor  economic  condi- 
tions. Except  for  schools  that  are  especially  needy  (as  determined 
by  the  State  and  approved  by  the  Secretary),  at  least  25  percent  of 
the  cost  of  the  equipment  must  be  paid  from  sources  within  the 
State. 

Section  5  of  the  Child  Nutrition  Act  of  1966  authorizes  annual 
appropriations  of  $15  million  for  fiscal  year  1981,  $30  million  for 
fiscal  year  1982,  $35  million  for  fiscal  year  1983  and  $40  million  for 
each  succeeding  fiscal  year. 
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For  fiscal  years  1981  through  1984,  40  percent  of  the  appropri- 
ated funds  have  been  reserved  for  the  Secretary  of  Agriculture  for 
the  exclusive  use  of  schools  without  food  service  programs  and 
schools  that  do  not  serve  breakfasts  or  lunches  but  that  will  use 
the  equipment  to  initiate  such  programs.  These  funds  are  appor- 
tioned among  the  States  on  the  basis  of  their  relative  share  of  the 
national  total  number  of  children  enrolled  in  schools  without  a 
food  service  program  and  in  schools  moving  toward  the  initiation  of 
a  breakfast  program. 

Need  for  legislation 

As  the  food  service  equipment  assistance  program  has  already 
fulfilled  its  primary  objective  of  aiding  schools  and  day  care  centers 
without  food  service  programs  to  initiate  them,  the  Committee 
recommends  that  the  program  be  terminated.  States  and  local 
governments  can  contribute  to  equipment  assistance  if  this  is  nec- 
essary. 

SPECIAL  MILK  PROGRAM 

Program  summary 

The  special  milk  program  provides  Federal  subsidies  for  milk 
served  to  children  in  schools,  child  care  institutions  and  summer 
camps.  This  milk  is  provided  apart  from  and  in  addition  to  that 
already  offered  with  school  lunches  and  breakfasts. 

The  program  provides  free  milk  to  children  from  families  with 
incomes  below  125  percent  of  the  OMB  income  poverty  guidelines, 
($11,520  for  a  family  of  four  as  of  July  1,  1981).  This  free  milk  is 
subsidized  at  its  full  cost. 

Subsidized  milk  is  also  available  to  all  other  children  in  partici- 
pating schools  regardless  of  income.  Schools  without  a  Federal 
meal  program  received  8.5  cents  for  each  half-pint  of  milk  served 
in  fiscal  year  1981.  This  rate  is  adjusted  annually  to  reflect  the 
increase  in  the  Producer  Price  Index  for  fresh  processed  milk. 
Schools  with  another  Federally  subsidized  meal  program  receive 
reimbursement  for  milk  served  through  the  special  milk  program 
at  a  rate  of  5  cents  per  half  pint. 

Need  for  legislation 

Only  14  percent  of  the  milk  served  through  the  special  milk 
program  goes  to  serve  needy  children.  More  than  85  percent  of  the 
other  milk  served  is  provided  in  schools  which  already  have  an- 
other Federal  meal  program. 

The  Committee  recommends  terminating  special  milk  except  in 
those  schools  and  institutions  without  other  Federal  meal  service. 
All  children  will  thereby  still  be  able  to  receive  milk  each  day 
either  through  special  milk,  school  lunch  or  school  breakfast. 
Needy  children  will  still  be  receiving  milk  free  through  either  this 
or  another  Federal  meal  program. 
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SUMMER  FOOD  PROGRAM 

Program  summary 

The  summer  food  service  program  authorizes  Federal  funding  to 
provide  free  meals  in  the  summer  to  any  children  living  in  low 
income  areas.  During  the  summer  of  1980,  approximately  2.2  mil- 
lion children  participated  in  the  program. 

Low  income  areas  are  defined  as  any  area  in  which  one  third  or 
more  of  the  children  are  eligible  for  free  or  reduced  price  lunches 
(earn  incomes  below  195  percent  of  poverty,  plus  a  standard  deduc- 
tion, or  $17,440  for  a  family  of  four,  beginning  July  1,  1981. 

During  the  summer  of  1980,  USD  A  directly  administered  the 
summer  food  service  program  in  20  States.  State  agencies  operated 
the  program  in  the  remaining  States. 

Need  for  legislation 

The  summer  food  service  program  is  not  targeted  toward  those 
who  are  in  need.  Any  child  living  in  a  given  area,  regardless  of 
family  income,  may  receive  free  meals.  Food  and  Nutrition  Service 
has  not  been  able  to  provide  an  estimate  of  what  percentage  of  the 
program  recipients  actually  are  needy. 

Meals  are  indiscriminately  distributed  in  the  project  area,  and 
Food  and  Nutrition  Services  has  been  unable  to  provide  an  esti- 
mate of  what  percentage  of  the  program  recipients  actually  are 
needy. 

Children  from  low  income  households  are  already  eligible  to 
receive  free  food  stamps.  Many  may  also  receive  free  meals 
through  the  child  care  food  program. 

Since  its  inception,  the  program  has  been  plagued  with  waste 
and  abuse.  In  April  1977,  GAO  released  a  report 2  on  the  problems 
and  abuses  in  the  summer  feeding  program.  Findings  from  this 
study  indicated  that  there  were  significant  abuses  that  included 
adults  consuming  the  food,  food  waste  caused  by  inadequate  stor- 
age and  spoilage;  deliberate  dumping;  poor  quality  food;  offsite 
consumption  by  children;  improper  bidding  procedures  and  indica- 
tions of  kickbacks  and  bribes;  failure  to  meet  meal  pattern  require- 
ments and  overpayments  for  unserved  meals. 

In  an  effort  to  address  these  problems,  the  National  School 
Lunch  Act  and  Child  Nutrition  Amendments  of  1977  (Public  Law 
95-166)  included  provisions  designed  to  improve  program  adminis- 
tration and  increase  monitoring. 

In  March  1978,  GAO  released  another  report.3  The  report  focused 
on  program  reforms  in  the  summer  feeding  program  and  showed  a 
continuation  of  the  abuses  found  in  the  April  1977  report. 

The  most  recent  semiannual  report  of  the  Office  of  Inspector 
General  (October  1,  1980-March  31,  1981)  indicates  that  such 
abuses  still  continue  almost  unabated,  despite  even  more  recent 
attempts  at  reform. 


2  U.S.  General  Accounting  Office.  Department  of  Agriculture,  Food  and  Nutrition  Service.  The 
Summer  Feeding  Program— How  to  Feed  Children  and  Stop  Program  Abuse.  CED  77-59,  April 
15,  1977. 

3  U.S.  General  Accounting  Office.  The  Summer  Feeding  Program  for  Children:  Reforms 
Begun— Many  More  Urgently  Needed.  CED  78-90.  March  31,  1978. 
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The  Summer  Food  Sevice  Program  has  been  plagued 
with  recurring  problems  and  abuses  since  its  inception  in 
1971.  Audits  and  investigations  by  both  OIG  and  GAO,  and 
management  evaluations  by  FNS  have  disclosed  wide- 
spread abuses  such  as  ineligible  and  inflated  reimburse- 
ment claims,  spoiled  and  wasted  food,  overlapping  service 
areas  and  meals  consumed  by  ineligible  adults.  Although 
regulations  have  been  strengthened  each  year  in  an  at- 
tempt to  prevent  repretitions  of  such  abuses,  they  continue 
to  occur.  Until  the  last  two  years,  OIG  consistently  devoted 
more  staff  resources  per  program  dollar  to  the  Summer 
Feeding  Program  than  to  any  other  area.  Between  July  1, 
1975  and  January  31,  1981,  OIG  investigated  162  cases 
involving  kickbacks,  and  falsified  records,  meal  counts  and 
claims.  Investigative  activity  during  these  years  resulted 
in  50  indictments  and  37  convictions.  Fines,  recoveries  and 
collections  totaled  about  $503,000  for  this  same  period. 
Approximately  $180,000  in  claims  were  also  established 
and  are  currently  pending  colletion.  These  dollar  figures 
do  not  reflect  program  payments  which  have  been  sus- 
pended as  a  result  of  program  irregularities  disclosed  by 
investigations  and  audit. 

On  account  of  all  of  these  factors,  the  Committee  recommends 
eliminating  the  summer  food  service  program. 

SUMMER  FOOD  SERVICE  PROGRAM 

Ohlipatinns  Children        Meals  served 

^ligations  participating      (in  millions) 

1969                                                                               $400,000  98,600  2.1 

1970                                                                              2,126,000  226,900  8.2 

1971                                                                              7,179,000  569,000  29.0 

1972                                                                             21,961,000  1,204,900  73.5 

1973                                                                                34,718,000  1,437,000  65.4 

1974                                                                                39,957,000  1,402,800  63.6 

1975                                                                                53,599,000  1,784,700  84.3 

1976                                                                                88,000,000  2,453,800  104.4 

Transition  quarter  1                                                               127,615,000  3,466,500  199.9 

1977                                                                               128,800,000  2,666,000  161.6 

1978                                                                               120,000,000  2,463,700  142.0 

1979                                                                               115,388,000  2,300,000  127.7 

1980                                                                               120,578,000  2,200,000  115.1 

1  Period  from  July  1  through  Sept.  30,  1976  just  prior  to  official  change  in  fiscal  year  from  July  1  through  June  30  to  Oct.  1  through  Sept.  30. 
Source:  U.S.  Department  of  Agriculture. 


CHILD  CARE  FOOD  PROGRAM 

Program  summary 

The  child  care  food  program  is  the  third  largest  child  nutrition 
program.  It  provides  federal  cash  and  commodity  subsidies  to  chil- 
dren in  child  care  centers  and  family  and  group  day  care  homes  for 
serving  up  to  five  meals  per  day  per  child,  including  breakfasts, 
lunches,  suppers,  and  snacks. 

Centers  have  the  option  of  choosing  to  receive  subsidies  based  on 
the  family  income  of  the  individual  child  or  on  the  basis  of  group 
eligibility.  In  the  case  of  the  latter  "tiering  system",  if  two-thirds 
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or  more  of  the  meals  are  served  to  children  from  families  with 
incomes  below  the  income  eligibility  level  for  reduced  price  school 
lunches  (195  percent  of  the  poverty  guideline,  plus  a  standard 
deduction,  or  $17,440  for  a  family  of  four),  all  of  the  meals  are 
reimbursed  at  the  free  rate.  If  between  one-third  and  two-thirds  of 
the  meals  are  served  to  children  from  families  below  this  income 
level,  all  of  the  meals  are  reimbursed  at  the  reduced  price  rate.  If 
less  than  one-third  of  the  meals  are  served  to  children  from  fami- 
lies with  incomes  below  this  level,  all  of  the  meals  are  reimbursed 
at  the  "paid"  or  basic  assistance  rate. 

Reimbursement  rates  for  breakfasts  are  the  same  as  those  pro- 
vided in  the  school  breakfast  program.  Rates  for  lunches  and  sup- 
pers in  child  care  centers  are  the  same  as  those  provided  for  school 
lunches.  A  set  rate  is  also  provided  for  snacks.  Family  or  group  day 
care  homes  receive  a  standardized  reimbursement  to  provide  meals 
free  to  all  participants,  regardless  of  family  income  or  need. 

In  fiscal  year  1980,  72,000  children  received  Federally  subsidized 
meals  daily  through  this  program.  Approximately  20  percent  of  the 
438.4  million  meals  served  were  provided  to  children  in  family  or 
group  day  care  homes.  The  majority  of  children  served  were  be- 
tween the  ages  of  4  and  5  years  old. 

CHILD  CARE  FOOD  PROGRAM 

 Fiscalyear  participation  0bl|gations 

1969   38,800  $2,844,000 

1970   93,300  5,132,000 

1971   175,600  13,067,000 

1972   215,500  15,980,000 

1973   225,300  19,380,000 

1974  -.   377,200  30,419,000 

1975   440,400  47,248,000 

1976   463,100  75,385,000 

Transition  quarter  1    551,600  26,272,000 

1977   580,000  109,604,000 

1978   619,300  141,000,000 

1979   660,300  161,751,000 

1980   723,800  215,774,000 

1  Period  from  July  1  through  Sept.  30,  1976  just  prior  to  the  official  change  in  the  fiscal  year  from  July  1  through  June  30  to  Oct.  1  through 
Sept.  30. 

Source:  U.S.  Department  of  Agriculture. 

Need  for  legislation 

The  Committee  recommends  a  number  of  reforms  in  the  child 
care  food  program  to  more  closely  target  benefits  to  those  most  in 
need  of  them. 

Age  limit 

The  Committee  recommends  lowering  the  age  limit  for  eligibility 
in  the  child  care  food  program  to  12  years  except  for  the  physically 
and  mentally  handicapped.  Current  law  allows  anyone  up  to  the 
age  of  18  to  participate. 

Reimbursement  rates  and  meal  limits 

Child  care  would  be  affected  by  all  of  the  reductions  in  reim- 
bursement levels  made  in  the  school  lunch  program.  In  addition, 
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the  Committee  would  reduce  the  subsidy  for  reduced  price  snacks 
to  half  of  that  for  free  ones,  and  eliminate  the  subsidy  for  paid 
snacks. 

The  Committee  further  recommends  that  a  maximum  of  two 
meals  and  one  snack  per  child  per  day  be  reimbursed.  Currently 
three  meals  and  two  snacks  per  child  per  day  are  reimbursable. 

"For-profit"  centers 

The  Committee  recommends  deleting  the  provisions  in  the  1980 
Omnibus  Reconciliation  Act  (Public  Law  96-499)  which  makes  "for- 
profit"  child  care  centers  that  receive  compensation  under  title  XX 
of  the  Social  Security  Act  eligible  to  participate  in  the  child  care 
food  program.  Only  nonprofit  institutions  are  eligible  to  participate 
in  other  child  nutrition  programs.  This  recommendation  would 
make  the  child  care  food  program  consistent  with  other  programs 
and  half  the  major  program  expansion  which  could  otherwise 
result. 

Tiering 

Current  law  does  not  require  that  subsidies  be  made  on  the  basis 
of  the  income  needs  of  the  individual.  Instead,  it  provides  a  uni- 
form reimbursement  rate  for  all  meals  served  in  a  given  institution 
based  on  whether  more  than  two  thirds,  of  less  than  one  third  of 
participants  come  from  families  which  earn  incomes  below  the 
eligibility  limit  for  reduced  price  school  meals,  which  is  now  195 
percent  of  poverty,  plus  a  standard  deduction.  Although  this 
system  was  only  implemented  in  May,  1980,  the  Office  of  Inspector 
General  estimates  in  its  latest  semiannual  report  (October  1,  1980- 
March  31,  1981)  that  implementation  during  the  prior  May  could 
have  increased  total  program  costs  by  more  than  9  percent.  It 
further  states:  "Our  preliminary  report  also  indicated  that  the 
tiering  system  will  reduce  neither  legislative  nor  administrative 
requirements  at  the  institution  level  and  may  adversely  affect 
participation  rates  of  children  from  low  income  families."  The  OIG 
report  recommends  that  Food  and  Nutrition  Services  seek  legisla- 
tive action  to  remove  the  tiering  system. 

The  Committee  recommends  eliminating  the  tiering  system. 

Family  or  group  day  care  homes 

In  1978,  Public  Law  95-627  made  family  and  group  day  homes 
eligible  day  homes  eligible  to  participate  in  the  Child  Care  Food 
Program.  These  homes  are  small  institutions  serving  an  average  of 
3  or  4  children.  More  recent  legislation  and  regulations  have  made 
the  program  more  attractive  to  individual  homes  and  sponsoring 
organizations  by  providing  increased  funding  and  reduced  adminis- 
trative requirements  by  eliminating  the  requirement  for  a  means 
test.  Now  any  child  of  any  income  receives  free  meals.  Since  those 
changes,  the  family  day  care  portion  of  the  child  care  food  program 
has  grown  very  rapidly.  Between  September  1980  and  March  1981, 
the  number  of  family  day  care  homes  has  grown  by  86  percent. 
There  are  currently  42,703  such  homes.  No  figures  are  available  on 
the  number  of  children  served  who  actually  are  needy. 

In  order  to  control  that  rapid  growth,  the  Committee  recom- 
mends several  changes  in  the  family  day  care  food  program.  First, 
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no  meals  would  be  subsidized  that  are  served  to  the  children  of  the 
family  day  care  provider  if  the  provider's  family  income  exceeds 
185  percent  of  the  poverty  level.  Second,  the  meal  reimbursement 
rates  and  the  sponsor  administrative  payment  rates  would  be  re- 
duced to  achieve  a  10-percent  overall  cost  savings  in  family  day 
care.  Third,  the  reimbursement  rates  would  be  adjusted  annually 
rather  than  semiannually  to  bring  the  family  day  care  program 
reimbursement  structure  in  line  with  all  of  the  other  child  nutri- 
tion programs.  Additionally,  as  in  day  care  centers,  family  and 
group  day  care  homes  would  be  allowed  to  serve  a  maximum  of  two 
meals  and  one  snack  per  child  per  day. 

STATE  ADMINISTRATIVE  EXPENSE  FUNDS 

Program  summary 

When  the  Child  Nutrition  Act  was  enacted  in  1966,  Congress 
authorized  the  Secretary  of  Agriculture  to  advance  State  education- 
al agencies  such  funds  as  the  Secretary  determined  were  necessary 
for  supervising  and  giving  technical  assistance  in  the  school  lunch 
program,  the  school  breakfast  program,  and  the  precursor  of  the 
food  service  equipment  assistance  program.  Congress  has  since  ex- 
panded Federal  support.  Currently  States  are  eligible  for  grants 
equal  to  not  less  than  1  percent  nor  more  than  IV2  percent  of  the 
funds  they  spent  in  the  second  preceding  fiscal  year  for  the  school 
lunch  program  (sections  4  and  11  of  the  National  School  Lunch 
Act),  the  school  breakfast  program,  the  special  milk  program,  and 
the  food  service  equipment  assistance  program.  The  total  of  such 
funds  made  available  to  any  State  may  not  be  less  than  what  that 
State  received  in  fiscal  year  1978,  or  $100,000,  whichever  is  larger. 
In  addition,  States  are  also  eligible  for  administrative  expense 
funds  based  upon  the  funds  they  spent  in  the  child  care  food 
program. 

States  are  required  to  use  funds  for  administering  the  specific 
program  (including  commodity  distribution)  for  which  allocations 
are  made,  except  that  up  to  10  percent  of  those  funds  may  be  used 
for  administering  other  programs.  Funds  may  be  used  for  salaries 
and  other  personnel  expenses,  staff  development,  support  services, 
and  office  equipment. 

Need  for  legislation 

Reductions  in  Federal  support  for  school  lunch,  breakfast  and 
child  care  food  programs,  as  well  as  the  elimination  of  the  food 
service  equipment  assistance  program  will  result  in  states  receiv- 
ing substantially  lower  funding  for  administrative  expenses. 

In  order  to  avoid  a  major  reduction  in  funding,  the  Committee 
recommends  raising  the  minimum  level  of  funds  available  to  a 
state  to  the  amount  which  the  state  received  in  fiscal  year  1981  or 
$100,000,  whichever  is  greater. 

The  Committee  also  recommends  that  funds  available  during  one 
fiscal  year  for  administrative  expenses  continue  to  be  available 
during  the  next  fiscal  year.  This  would  address  problems  created 
by  the  school  year  cycle  not  coinciding  with  the  fiscal  year. 
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SPECIAL  SUPPLEMENTAL  FOOD  PROGRAM  FOR  WOMEN,  INFANTS  AND 

CHILDREN  (WIC) 

Program  summary 

The  special  supplemental  food  program  (WIC)  is  the  second  larg- 
est of  all  Federal  child  nutrition  programs.  As  of  March  1981,  it 
was  serving  2.2  million  women,  infants  and  children.  Appropri- 
ations for  fiscal  year  1981  are  $900  million. 

The  program  provides  nutritional  supplemental  foods  high  in 
protein,  iron,  calcium,  Vitamin  C  and  Vitamin  A  to  pregnant  and 
postpartum  women  as  well  as  infants  and  children  up  to  age  5, 
determined  to  be  at  broadly  defined  nutritional  risk  because  of 
inadequate  nutrition  (as  determined  by  a  competent  professional 
authority),  and  inadequate  income.  Income  eligibility  for  participa- 
tion is  set  by  regulation,  although  by  law  it  may  not  exceed  the 
income  eligibility  level  set  for  reduced  price  school  lunches  (i.e.,  195 
percent  of  the  USDA  poverty  guidelines,  plus  a  standard  deduction, 
or  $17,440  for  a  family  of  four). 

Beneficiaries  receive  supplemental  food  packages,  as  specified  by 
USDA  regulations.  These  are  provided  either  in  the  form  of  food  or 
vouchers  valid  for  specific  food  items  in  stores.  By  the  end  of  fiscal 
year  1980,  a  total  of  492,460  women,  586,654  infants  and  1,146,014 
children  were  participating  in  the  WIC  program.  The  national 
average  estimated  monthly  cost  of  a  WIC  food  package  for  fiscal 
year  1980  was  $26.01. 

WIC  PROGRAM-AVERAGE  ANNUAL  PARTICIPATION  AND  FUNDING  OBLIGATIONS 

[Fiscal  Years  1974-80] 


Participation  (rounded  to  nearest  100)  Funding 
Total  Women  Infants  Children  (obligations) 


1974   87,700  17,100  26,300  44,300  $  14,422,000 

1975   344,100  55,000  103,100  186,000  92,438,000 

1976   520,200  81,100  147,700  291,400  171,900,000 

TQ  1    656,400  118,400  162,200  375,800  48,433,000 

1977   948,400  187,200  241,000  520,200  264,224,000 

1978   1,180,100  239,700  308,000  632,400  376,215,000 

1979   1,480,600  311,400  389,700  779,500  568,838,000 

1980   1,895,100  398,000  512,200  984,900  774,444,100 


1  Transition  Quarter— period  from  July  1,  through  September  30,  1976  just  prior  to  the  official  change  in  the  fiscal  year  from  July  1,  through 
June  30  to  October  1  through  September  30. 
Source:  U.S.  Department  of  Agriculture. 

Need  for  legislation 

WIC  is  the  fastest  growing  of  all  child  nutrition  programs.  It  was 
grown  in  less  than  eight  years  from  a  $20  million  pilot  program 
serving  roughly  600  women,  infants  and  children  to  a  $900  million 
program  serving  over  2  million  participants. 

While  acknowledging  the  merits  of  WIC,  the  Committee  also 
recognizes  the  need  for  programs  restraint.  The  Committee  there- 
fore recommends  authorizing  appropriations  of  $998  million  in 
fiscal  year  1982,  $1,060  million  in  fiscal  year  1983,  and  $1,126 
million  in  fiscal  year  1984.  This  should  provide  the  same  real  dollar 
funding  as  was  appropriated  for  fiscal  year  1981. 


89 


NUTRITION  EDUCATION  AND  TRAINING 

Program  summary 

In  1977,  Congress  amended  the  Child  Nutrition  Act  of  1966  to 
provide  grants  to  State  educational  agencies  for  comprehensive 
nutrition  education  and  training  programs.  These  programs  teach 
children  about  the  nutritional  value  of  foods  and  relationship  be- 
tween food  and  health.  The  programs  also  provide  nutrition  train- 
ing for  teachers  and  food  service  personnel. 

Participating  States  are  required  to  appoint  a  nutrition  educa- 
tion specialist  as  State  coordinator  to  assess  nutrition  education 
needs,  prepare  a  comprehensive  State  plan  (including  provision  for 
reaching  all  students  in  the  State)  and  coordinate  programs  sup- 
ported by  these  grants  with  other  publicly  supported  nutrition 
education  programs.  Within  9  months  after  funds  are  given  for 
planning  and  assessment,  the  proposed  State  plan  must  be  submit- 
ted to  the  Secretary  of  Agriculture  for  approval. 

A  participating  State  is  eligible  for  a  grant  equal  to  50  cents  for 
each  child  enrolled  in  schools  or  institutions  within  the  State, 
except  that  no  State  shall  receive  less  than  $75,000.  For  fiscal  years 
1978  and  1979  the  program  was  funded  as  an  entitlement,  while  for 
fiscal  year  1980  appropriations  were  authorized  with  the  provision 
that  grants  could  be  ratably  reduced  if  funds  were  not  sufficient  to 
pay  States  all  they  are  eligible  to  receive.  In  1980,  under  the 
provisions  of  the  Omnibus  Reconciliation  Act  (Public  Law  96-499), 
the  Child  Nutrition  Act  was  amended  to  provide  an  authorization 
level  of  not  more  than  $15  million  in  fiscal  year  1981  and  thereaf- 
ter for  this  program.  This  was  $5  million  less  than  the  amount 
appropriated  for  the  program  in  fiscal  year  1980. 

Currently  nutrition  education  and  training  programs  are  being 
funded  in  45  States,  the  District  of  Columbia,  and  all  but  one  of  the 
eligible  outlying  areas  (Guam). 

Need  for  legislation 

In  light  of  current  fiscal  constraints,  the  Committee  recommends 
that  the  level  of  funding  available  for  nutrition  education  and 
training  be  reduced  to  $10  million.  This  would  provide  for  continu- 
ation of  the  program,  but  would  give  States  the  responsibility  of 
providing  for  any  program  expansion.  This  could  be  done  through 
State  or  local  education  funds. 

Section-by-Section  Analysis 

subtitle  a — grain  reserves 

Farm  storage  facility  loans 

Section  101  amends  section  4(h)  of  the  Commodity  Credit  Corpo- 
ration Charter  Act  to  provide  discretionary  authority  for  the  Secre- 
tary to  make  farm  storage  facility  loans.  The  special  farm  storage 
facility  loan  program  that  is  effective  only  through  September  30, 
1981,  would  be  allowed  to  expire. 
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Mandatory  interest  waiver  on  grain  reserve 

Section  102  amends  section  110(h)  of  the  Agricultural  Act  of  1949 
by  eliminating  the  mandatory  waiver  of  interest  by  the  Secretary 
on  loans  made  on  the  1980  and  1981  crops  of  wheat  and  feed 
grains,  and  by  providing  instead  that  the  Secretary  shall  waive 
interest  on  any  crop  of  wheat  or  feed  grains  during  any  period 
when  the  President  or  the  President's  delegate  has  suspended 
export  sales  of  wheat  or  feed  grains  to  any  country,  but  allows 
commercial  trade  between  the  United  States  and  such  country  to 
continue  with  regard  to  other  export  items. 

SUBTITLE  B — COMMODITY  INSPECTION  FEES 

Cotton  classing  and  related  services 

Section  111(a)  amends  section  5  of  the  United  States  Cotton 
Standards  Act  to  require  the  Secretary  to  collect  fees  for  licenses 
issued  to  cotton  classifiers,  for  determinations  of  the  true  classifica- 
tion of  cotton  or  cotton  samples,  and  for  the  establishment  of 
standards  and  the  sale  of  copies  of  standards.  The  fees  should 
cover,  as  nearly  as  practicable,  the  cost,  including  administrative 
and  supervisory  costs,  of  providing  the  services  and  standards 
under  the  Act  after  taking  into  account  the  net  proceeds  from  any 
sale  of  samples.  Fees  collected  will  be  deposited  in  the  current 
appropriation  account  that  incurs  these  costs  and  will  be  used  for 
paying  the  expenses  of  the  Secretary  incident  to  providing  the 
services  and  standards.  The  Secretary  is  authorized  to  establish 
conditions,  by  regulation,  for  cotton  samples  to  become  the  proper- 
ty of  the  United  States  and  to  be  sold.  Samples  are  not  to  be 
subject  to  the  provisions  of  the  Federal  Property  and  Administra- 
tive Services  Act.  This  section  also  provides  that  the  price  estab- 
lished by  the  Secretary  for  the  sale  of  practical  forms  of  cotton 
standards  should  cover  the  estimated  cost  of  developing  and  pre- 
paring the  practical  forms. 

Subsection  (b)  amends  section  3a  of  the  Cotton  Statistics  and 
Estimates  Act,  effective  only  for  fiscal  years  1982  through  1984,  to 
authorize  the  Secretary  to  make  cotton  classification  services  avail- 
able to  producers  and  directs  the  Secretary  to  collect  fees  on  a  per- 
bale  basis  for  participating  producers.  The  fees  should  cover,  as 
nearly  as  practicable,  the  cost  of  providing  these  services,  including 
administrative  and  supervisory  costs,  after  taking  into  considera- 
tion the  proceeds  from  sales  of  cotton  samples.  However,  in  calcu- 
lating the  fee,  the  Secretary's  estimate  of  the  net  cost  for  classifica- 
tion services  shall  not  exceed  $12  million  in  fiscal  year  1982,  $12.4 
million  in  fiscal  year  1983,  and  $13  million  in  fiscal  year  1984. 
Cotton  samples  submitted  for  classification  shall  become  the  prop- 
erty of  the  United  States  and  shall  be  sold.  The  samples  shall  not 
be  subject  to  the  Federal  Property  and  Administrative  Services 
Act.  The  fees  collected  and  any  proceeds  from  the  sale  of  samples 
will  be  deposited  in  the  current  appropriation  account  that  incurs 
the  cost  and  will  be  used  to  pay  the  expenses  of  the  Secretary 
incident  to  providing  cotton  classing  services  to  producers.  If  any 
interest  is  earned  on  the  funds  in  this  account,  it  shall  be  credited 
to  the  account  for  use  in  paying  these  expenses.  To  the  extent  that 
the  fees  and  proceeds  from  the  sale  of  samples  are  not  sufficient  to 
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cover  all  of  the  costs  providing  classification  services  under  this 
section,  such  sums  as  are  necessary  to  carry  out  these  provisions 
are  authorized  to  be  appropriated. 

Subsection  (c)  amends  subsection  (f)(1)(G)  of  the  United  States 
Cotton  Futures  Act  to  provide  that  fees  collected  by  the  Secretary 
for  classifications  in  connection  with  tenders  and  settlements  of 
cotton  will  be  credited  to  the  current  appropriation  account  re- 
ferred to  in  section  5  of  the  United  States  Cotton  Standards  Act. 
Cotton  samples  submitted  for  classification  will  become  the  proper- 
ty of  the  United  States,  but  are  not  subject  to  the  Federal  Property 
and  Administrative  Services  Act. 

Subsection  (d)  requires  the  Secretary  to  hold  annual  meetings 
with  cotton  industry  representatives  to  review  cotton  classing  and 
related  services  and  determine  the  effect,  if  any,  that  providing 
these  services  has  on  cotton  prices  and  sales.  The  purpose  of  this 
review  is  to  improve  the  procedures  for  financing  and  administer- 
ing these  services.  The  Secretary  is  directed  to  take  action  as 
necessary  to  insure  that  the  cotton  standards  and  classification 
system  continues  to  operate  and  that  the  licensing  and  inspection 
procedures  for  cotton  warehouses  are  preserved. 

Subsection  (e)  provides  that  the  provisions  of  this  section  shall 
become  effective  on  July  1,  1981. 

Tobacco  inspection  and  related  services 

Section  112(a)  amends  section  5  of  the  Tobacco  Inspection  Act  to 
require  the  Secretary  to  fix  and  collect  fees  and  charges  to  cover 
the  cost,  as  nearly  as  practicable,  of  establishing  standards  and  of 
providing  tobacco  inspection  and  certification  at  designated  auction 
markets.  The  fees  are  to  be  collected  by  warehouse  operators  from 
the  sellers  of  tobacco.  Such  fees  will  also  be  assessed  against  the 
warehouse  operators.  The  failure  of  a  warehouseman  to  collect  or 
pay  the  fees  imposed  will  result  in  the  suspesion  or  denial  of 
inspection  and  certification  services.  All  fees  and  charges  collected 
by  the  Secretary  under  this  section  will  be  credited  to  the  current 
appropriation  account  that  incurs  the  costs  and  used  to  pay  the 
expenses  incident  to  providing  the  services.  This  section  also  pro- 
vides for  the  establishment  of  a  permanent  advisory  committee  of 
tobacco  producers,  with  subcommittees  for  each  major  kind  of  to- 
bacco, to  advise  the  Secretary  with  regard  to  providing  tobacco 
inspections  and  related  services  and  the  level  of  the  fees  charged 
for  these  services. 

Subsection  (b)  amends  section  6  of  the  Tobacco  Inspection  Act  to 
require  the  Secretary  to  fix  and  collect  fees  and  charges  for  tobacco 
sampling,  weighing,  and  inspection  services  performed  at  the  re- 
quest of  tobacco  owners.  These  fees  should  be  sufficient  to  cover  the 
cost  of  providing  these  services,  including  administrative  and  su- 
pervisory costs,  and  will  be  credited  to  the  same  account  as  the  fees 
collected  for  services  at  designated  auction  markets. 

Subsection  (c)  provides  that  the  provisions  of  this  section  will 
become  effective  on  July  1,  1981. 
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Naval  stores  inspection  and  related  services 

Section  113(a)  amends  section  4  of  the  Naval  Stores  Act  to  delete 
reference  to  the  payment  of  costs  for  providing  classification  and 
grading  services  in  connection  with  naval  stores. 

Subsection  (b)  amends  section  8  of  the  Naval  Stores  Act  to  re- 
quire the  Secretary  to  fix  and  collect  fees  for  the  establishment  of 
standards  and  for  providing  inspection  and  related  services  with 
regard  to  naval  stores.  These  fees  will  be  collected  from  processors 
or  warehousers  of  naval  stores  and  will  be  deposited  in  the  current 
appropriation  account  that  incurs  the  cost  of  providing  these  stand- 
ards and  services  for  use  in  paying  the  costs  incident  thereto.  The 
fees  should  cover  as  nearly  as  practicable  the  cost  of  providing 
these  standards  and  services.  The  failure  of  any  processor  or  ware- 
houseman to  pay  the  fees  will  result  in  the  suspension  or  denial  of 
inspection  and  related  services. 

Subsection  (c)  provides  that  this  section  shall  become  effective  on 
July  1,  1981. 

Warehouse  examination,  inspection,  and  licensing 

Section  114(a)  amends  section  10  of  the  United  States  Warehouse 
Act  to  require  the  Secretary  to  charge  and  collect  reasonable  fees 
for  inspection  and  related  activities  conducted  under  the  Act  in- 
cluding the  issuance  and  amendment  of  warehouse  licenses;  ware- 
house examinations  and  inspection;  and  the  licensing  of  applicants 
to  inspect,  classify,  sample,  grade,  and  weigh  products  stored 
under  the  provisions  of  the  Act.  The  fees  shall  cover  as  nearly  as 
practicable  the  cost  of  providing  these  services,  including  adminis- 
trative and  supervisory  costs,  except  that  any  fees  collected  for 
cotton  warehouse  inspections  shall  be  limited  to  no  more  than 
$400,000  in  fiscal  year  1982,  $415,000  in  fiscal  year  1983,  and 
$430,000  in  fiscal  year  1984.  Fees  collected  shall  be  credited  to  the 
current  appropriation  account  and  used  to  pay  the  Secretary's 
expenses  in  performing  services  under  this  Act,  and  if  any  interest 
is  earned  thereon  it  will  be  credited  to  the  account. 

Subsection  (b)  provides  for  the  appropriation  of  money  as  needed 
to  carry  out  the  provisions  of  the  United  States  Warehouse  Act 
except  for  inspection  and  related  services  under  section  10  for 
which  fees  are  required  to  be  collected  by  the  Secretary. 

Subsection  (c)  provides  that  this  section  will  become  effective  on 
October  1,  1981. 

Grain  inspection  and  weighing 

Section  115(a)  amends  section  7(j)  of  the  United  States  Grain 
Standards  Act  to  require  the  Administrator  to  collect  reasonable 
fees  to  cover  the  costs  to  the  Federal  Grain  Inspection  Service,  as 
nearly  as  practicable,  incurred  in  the  performance  of  official  grain 
inspection  activities,  including  related  administrative  and  supervi- 
sory costs,  except  when  the  inspection  is  performed  by  a  designated 
agency  or  State.  In  setting  the  fees,  the  Administrator  shall  take 
into  consideration  any  proceeds  from  the  sale  of  any  samples.  With 
respect  to  inspection  activities  performed  by  designated  official 
agencies  and  State  agencies  delegated  to  perform  grain  inspection 
activities,  the  Administrator  shall  collect  reasonable  fees  to  cover 
the  estimated  cost  to  FGIS  of  supervising  the  agencies'  personnel 
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and  FGIS  field  office  personnel.  Failure  to  pay  any  such  fee  within 
30  days  after  it  is  due  will  result  in  automatic  termination  of  the 
designation  or  delegation  to  perform  inspection  or  weighing  serv- 
ices until  the  fee  plus  interest  is  paid.  In  addition,  interest  shall  be 
assessed  on  overdue  fees  at  a  rate  comparable  to  the  cost  of  money 
to  the  Government  on  obligations  of  comparable  maturity  to  the 
period  of  delinquency  plus  no  more  than  1  percent.  All  fees  collect- 
ed by  the  Administrator  for  services  in  connection  with  grain  in- 
spection activities  including  the  supervision  of  such  activities  per- 
formed by  designated  or  delegated  agencies  shall  be  deposited  in  an 
account  for  use  in  paying  the  expenses  of  FGIS  incident  to  provid- 
ing these  services. 

Subsection  (a)  also  provides  that  the  administrative  and  supervi- 
sory costs  incurred  by  FGIS  in  providing  inspection  and  weighing 
services  under  sections  7  and  7A  of  this  Act  shall  not  exceed  30 
percent  of  the  total  cost  of  providing  the  inspection  and  weighing 
services. 

Subsection  (b)  amends  section  7A(1)  of  the  United  States  Grain 
Standards  Act  to  require  the  Administrator  to  collect  reasonable 
fees  to  cover,  as  nearly  as  practicable,  the  cost  to  FGIS  of  providing 
grain  weighing  services.  These  fees  shall  include  administrative 
and  supervisory  costs  directly  related  to  these  services.  In  addition, 
any  delegated  or  designated  agencies  that  perform  grain  weighing 
functions  shall  pay  the  Administrator  reasonable  fees  to  cover  the 
costs  to  FGIS  of  supervising  the  agencies'  personnel  and  the  field 
office  personnel  of  FGIS  related  to  the  performance  of  these  activi- 
ties. The  fees  are  payable  after  the  services  have  been  performed 
and  will  be  deposited  in  the  account  established  in  section  7(j)  of 
this  Act.  Overdue  fees  will  bear  interest.  The  failure  of  any  agency 
to  pay  the  fee  within  30  days  after  it  is  due  will  result  in  automatic 
termination  of  its  delegation  or  designation,  until  the  fee  plus 
interest  is  paid. 

Subsection  (c)  amends  section  19  of  the  United  States  Grain 
Standards  Act  to  authorize  the  appropriation  of  such  sums  as  are 
necessary  to  carry  out  standardization  and  compliance  activities 
under  this  Act  to  the  extent  that  sufficient  funds  to  cover  the  costs 
of  these  activities  are  not  obtained  from  fees  and  sales  of  samples. 
This  authorization  covers  fiscal  years  1982  through  1985  only. 

Section  (d)  adds  a  new  section  to  the  United  States  Grain  Stand- 
ards Act  that  requires  the  Secretary  to  establish  an  advisory  com- 
mittee consisting  of  no  more  than  12  members  who  represent  all 
segments  of  the  grain  industry.  This  advisory  committee  shall 
advise  the  Administrator  on  matters  relating  to  the  efficient  and 
economical  implementation  of  this  Act.  The  advisory  committee 
shall  be  appointed  within  30  days  after  enactment  of  this  section 
and  its  members  shall  serve  without  compensation  except  that  they 
shall  be  entitled  to  reimbursement  for  travel  expenses  incurred  in 
connection  with  performing  services  on  behalf  of  the  advisory  com- 
mittee. The  Administrator  is  required  to  provide  clerical  assistance 
and  staff  personnel  to  the  advisory  committee  as  necessary. 
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SUBTITLE  C— FARM  AND  RURAL  DEVELOPMENT  PROGRAMS 

Water  and  waste  grants 

Section  121  would  amend  section  306(a)(2)  of  the  Consolidated 
Farm  and  Rural  Development  Act  to  limit  the  amount  of  water 
and  waste  disposal  grants  that  may  be  made  in  any  fiscal  year  to 
$100,000,000  beginning  in  fiscal  year  1982. 

Interest  rates  for  farm  ownership,  water  and  waste  and  community 
facility  loans 

Section  122  would  amend  section  307(a)  of  the  Consolidated  Farm 
and  Rural  Development  Act  to  provide  that  the  interest  rate  on 
insured  farm  ownership  loans  to  low-income,  limited-resource  bor- 
rowers shall  be  3  percentage  points  below  the  rate  determined  for 
regular  farm  ownership  loans.  That  rate  takes  into  consideration 
the  current  average  market  yield  on  outstanding  marketable  obli- 
gations of  the  United  States  with  remaining  periods  to  maturity 
comparable  to  the  average  maturities  of  such  loans. 

This  section  also  provides  that  the  interest  rate  on  loans  for 
water  and  wast  disposal  facilities  and  essential  community  facili- 
ties to  public  bodies  and  nonprofit  associations  shall  be  3  percent- 
age points  less  than  the  rate  determined  by  the  Secretary  of  the 
Treasury  taking  into  consideration  the  current  market  yields  for 
outstanding  municipal  obligatioins  with  remaining  periods  to  matu- 
rity comparable  to  the  average  maturity  for  such  loans.  At  present 
the  maximum  interest  rate  for  these  loans  is  5  percent  per  year. 

Interest  rates  on  farm  operating  loans 

Section  123  would  amend  section  316(a)  of  the  Consolidated  Farm 
and  Rural  Development  Act  to  provide  that  the  interest  rate  on 
insured  farm  operating  loans  to  low-income;  limited-resource  bor- 
rowers shall  be  3  percentage  points  below  the  regular  rate  for  farm 
operating  loans.  That  rate  takes  into  consideration  the  current 
average  market  yield  on  outstanding  marketable  obligations  of  the 
United  States  with  remaining  periods  to  maturity  comparable  to 
the  average  maturities  of  such  loans. 

Emergency  loan  amounts 

Section  124  would  amend  section  321(a)  of  the  Consolidated  Farm 
and  Rural  Development  Act  to  provide  that  emergency  (disaster) 
loans  maybe  made  or  insured  only  to  the  extent  and  in  such 
amounts  as  provided  in  advance  in  appropriation  acts. 

Interest  rates  on  emergency  loans  for  actual  loss 

Section  125  would  amend  section  324(b)(1)  of  the  Consolidated 
Farm  and  Rural  Development  Act  to  change  the  interest  rates  on 
emergency  loans  up  to  the  amount  of  the  actual  loss.  In  the  case  of 
applicants  who  are  not  able  to  obtain  sufficient  credit  elsewhere, 
the  rate  would  be  not  more  than  a  rate  determined  by  the  Secre- 
tary of  the  Treasury  taking  into  consideration  the  current  average 
market  yield  on  outstanding  marketable  obligations  of  the  United 
States  with  remaining  periods  to  maturity  comparable  to  the  aver- 
age maturities  of  such  loans,  plus  an  additional  charge  of  not  to 
exceed  1  percent  per  annum  as  determined  by  the  Secretary  of 


95 


Agriculture,  and  adjusted  to  the  nearest  one-eighth  of  1  percent. 
Currently  the  maximum  interest  rate  on  these  loans  is  5  percent. 

In  the  case  of  applicants  who  are  able  to  obtain  sufficient  credit 
elsewhere,  the  interest  rate  would  be  not  in  excess  of  the  rate 
prevailing  in  the  private  market  for  similar  loans  as  determined  by 
the  Secretary  of  Agriculture.  At  present,  the  maximum  rate  on 
these  loans  is  basically  the  cost  of  money  to  the  Government  for 
obligations  with  comparable  maturities  plus  an  additional  charge 
of  not  to  exceed  1  percent.  It  is  the  Committee's  intent  that  provid- 
ing emergency  loans  to  credit  worthy  borrowers  is  discretionary 
with  the  Secretary  of  Agriculture. 

Insured  loan  limits 

Section  126  would  amend  section  346  of  the  Consolidated  Farm 
and  Rural  Development  Act  to  establish  new  loan  limits  for  certain 
insured  loans  for  fiscal  year  1982.  These  limits  would  be  as  follows: 
insured  real  estate  loans  for  farm  ownership  purposes,  $700,000,000 
(now  $1,400,000,000);  insured  operating  loans,  $1,325,000,000  (now 
$1,150,000,000);  insured  water  and  waste  disposal  loans, 
$300,000,000  (now  $1,000,000,000);  and  insured  community  facility 
loans,  $130,000,000  (now  $500,000,000).  Other  insured  and  guaran- 
teed loan  levels  authorized  in  section  346(b)(1)  of  the  Consolidated 
Farm  and  Rural  Development  Act  would  not  be  changed. 

This  section  also  provides  that  not  less  than  15  percent  of  the 
insured  loans  authorized  for  farm  ownership  purposes  and  not  less 
than  15  percent  of  the  insured  loans  authorized  for  farm  operating 
purposes  must  be  for  low-income,  limited-resource  applicants.  Cur- 
rently at  least  25  percent  of  these  loans  must  be  for  low-income, 
limited  resource  borrowers. 

Effective  dates 

Section  127  provides  that  the  amendments  made  by  sections  109, 
110,  and  112  shall  apply  to  loans  approved  after  September  30, 
1981. 

Rural  Electrification  Act  amendments 

Section  128(a)  amends  section  305(b)  of  the  Rural  Electrification 
Act  of  1936  to  provide  that  the  interest  rate  for  Rural  Electrifica- 
tion Administration  (REA)  insured  loans  under  the  rural  electric 
and  telephone  direct  loan  programs  will  be  set  at  5  percent,  except 
that  the  Administrator  of  REA  can,  at  the  Administrator's  discre- 
tion, make  loans  bearing  interest  at  not  less  than  2  percent  if  it  is 
determined  that  the  borrower — 

(1)  has  experienced  extreme  financial  hardship;  or 

(2)  cannot  (in  accordance  with  generally  accepted  management 
principles  and  without  increasing  the  rates  it  charges  its  customers 
to  levels  that  are  so  high  as  to  create  a  substantial  disparity 
between  its  rates  and  rates  charged  by  other  suppliers  in  the  area) 
provide  service  consistent  with  the  objectives  of  the  Rural  Electrifi- 
cation Act. 

Subsection  (b)  amends  section  306  of  the  Rural  Electrification  Act 
of  1936  to  require  the  Federal  Financing  Bank  (FFB),  on  the  re- 
quest of  the  borrower,  to  make  the  loans  guaranteed  by  the  Admin- 
istrator under  these  programs.  The  interest  rate  the  FFB  can 
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charge  for  such  loans  cannot  be  more  than  the  interest  rate 
charged  by  the  FFB  on  similar  loans  it  makes  or  purchases. 

Subsection  (c)  makes  a  conforming  amendment  to  section  307  of 
the  Rural  Electrification  Act  of  1936  to  delete  the  reference  to 
"standard"  rates  of  interest. 

SUBTITLE  D — PUBLIC  LAW  480 

Miscellaneous  amendments 

Section  131(a)  amends  section  101  of  the  Agricultural  Trade  De- 
velopment and  Assistance  Act  of  1954  (Public  Law  480)  by  deleting 
the  reference  to  sales  for  foreign  currencies  which  have  not  been 
authorized  since  1971,  and  includes,  in  lieu  thereof,  reference  to 
sales  for  foreign  currencies  on  credit  terms  and  on  terms  which 
permit  conversion  to  dollars  which  presently  appears  in  section 
103(b)  of  Public  Law  480.  This  amendment  is  merely  intended  to 
update  the  law  and  consolidate  provisions  rather  than  to  make  any 
substantive  changes. 

Subsection  (b)  amends  section  103(b)  of  Public  Law  480  to  update 
and  clarify  that  section.  The  reference  to  authority  to  enter  into 
convertible  local  currency  credit  sales  presently  appearing  in  sec- 
tion 103(b)  is  now  included  in  section  101.  The  reference  to  the 
maximum  credit  terms  for  such  sales  presently  included  in  section 
103(b)  is  being  shifted  to  section  106(a).  The  reference  to  section 
104(c)  relating  to  currency  use  payments  is  deleted  since  that  sec- 
tion has  been  repealed. 

Subsection  (c)  makes  a  conforming  change  to  section  107(a)  of 
Public  Law  480  to  clarify  that  the  maximum  credit  term  presently 
provided  for  in  that  section  will  continue  to  be  the  same  as  the 
maximum  term  for  agreements  for  commodities  purchased  for  dol- 
lars on  credit. 

Financing  under  title  I 

Section  132  amends  section  106(a)  of  Public  Law  480  to  increase 
the  minimum  interest  rates  applicable  to  agreements  for  commod- 
ity purchases  for  dollars  on  credit  and  for  foreign  currencies  on 
credit  terms  and  on  terms  which  permit  conversion  to  dollars. 
Minimum  interest  rates  for  such  agreements  are  set  at  4  percent 
per  annum  during  the  grace  period  for  deferred  payment  and  at  6 
percent  per  annum  thereafter  during  the  life  of  the  agreements. 
The  amendment  continues  current  law  provisions  for  dollar  credit 
purchases  establishing  the  grace  period  at  not  more  than  2  years 
and  limiting  repayment  to  no  more  than  20  years.  With  respect  to 
purchases  for  foreign  currencies  on  terms  that  permit  conversion  to 
dollars,  the  current  grace  period  of  no  more  than  10  years  is 
continued  and  other  credit  terms  are  required  to  be  no  less  favora- 
ble to  the  United  States  than  the  terms  for  development  loans 
under  section  122  of  the  Foreign  Assistance  Act  of  1961.  This 
increase  in  interest  rates  does  not  apply  to  commodity  sales  pursu- 
ant to  a  Food  for  Development  Program  as  provided  under  title  III 
of  Public  Law  480. 
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Appropriations  limits 

Section  133  amends  section  409  of  Public  Law  480  to  impose  a 
cap  on  all  Public  Law  480  programs.  In  fiscal  year  1982,  this  cap  is 
set  at  $1,362  billion.  This  figure  represents  the  fiscal  year  1982 
CBO  baseline  for  budget  authority  ($1,437  billion)  less  $75  million. 
For  fiscal  years  1983  and  1984,  the  caps  established  under  this 
section  were  calculated  by  reducing  the  CBO  baselines  for  budget 
authority  for  those  years,  $1,518  billion  and  $1,625  billion,  respec- 
tively, by  $325  million  and  $375  million,  respectively,  The  reduc- 
tions in  each  of  the  years  1983  and  1984,  include  the  $75  million 
savings  resulting  from  the  Committee's  exemption  of  Public  Law 
480  from  cargo  preference  laws. 

Elimination  of  cargo  preference 

Section  134  adds  a  new  section  to  Public  Law  480  that  exempts 
the  transportation  of  all  commodities  financed  under  title  I  or 
made  available  under  title  II  from  the  requirements  of  the  cargo 
preference  laws.  Under  current  cargo  preference  requirements,  at 
least  50  percent  of  the  gross  tonnage  of  commodities  involved  in 
Public  Law  480  programs  are  required  to  be  shipped  on  American 
flag  vessels. 

SUBTITLE  E — MISCELLANEOUS 

Department  of  Agriculture  personnel  reduction 

Section  141  establishes  a  personnel  ceiling  for  the  United  States 
Department  of  Agriculture  of  118,360  full-time  equivalent  staff 
years  during  each  of  the  fiscal  years  1982,  1983,  and  1984.  This 
ceiling  sets  the  maximum  allowable  number  of  staff  years  for  all 
personnel  employed  by  the  Department  during  each  of  the  fiscal 
years. 

Alcohol  fuels 

Section  142  amends  section  204  of  the  Biomass  Energy  and  Alco- 
hol Fuels  Act  of  1980  to  reduce  the  total  authorization  for  appropri- 
ations by  $140  million,  from  $1,450  billion  to  $1,310  billion.  In 
addition,  the  portion  of  such  appropriation  to  be  available  to  the 
Secretary  of  Agriculture  for  biomass  energy  development  activities 
is  reduced  in  a  like  amount,  from  $600  million  to  $460  million. 

SUBTITLE  F — FOOD  STAMPS 

Family  unit  requirement 

Section  151  would  amend  section  3(i)  of  the  Food  Stamp  Act  of 
1977  to  include  in  the  definition  of  a  "household"  parents  and 
children  who  are  living  together,  unless  at  least  one  parent  is  60 
years  of  age  or  older,  whether  or  not  they  purchase  and  prepare 
food  together. 

Boarders 

Section  152  would  amend  section  3(i)  of  the  Food  Stamp  Act  of 
1977  to  exclude  all  boarders  from  participation  in  the  program  as 
separate  household  units. 
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Drug  addiction  and  alcoholic  treatment  programs 

Section  153  would  amend  sections  3,  6,  and  10  of  the  Food  Stamp 
Act  of  1977  to  prohibit  program  participation  by  residents  of  drug 
addiction  or  alcoholic  treatment  and  rehabilitation  programs.  Spe- 
cial provisions  recognizing  these  programs  as  eligible  to  accept  food 
stamp  coupons  for  meals  served  to  residents  would  be  removed 
from  the  Act. 

Adjustment  of  the  thrifty  food  plan 

Section  154  would  amend  sections  3(o)  of  the  Food  Stamp  Act  of 
1977  to  change  the  timing  of  annual  adjustments  in  the  cost  of  the 
thrifty  food  plan.  No  adjustment  would  be  made  on  January  1,  1982 
(as  required  by  present  law).  Rather,  beginning  in  1982,  adjust- 
ments would  be  made  on  the  following  schedule:  (1)  April  1,  1982, 
reflecting  food  price  changes  over  the  15  months  ending  December 
31,  1981;  (2)  July  1,  1983,  reflecting  food  price  changes  over  the  15 
months  ending  March  31,  1983;  (3)  October  1,  1984,  reflecting  food 
price  changes  over  the  15  months  ending  June  30,  1984;  and  (4) 
each  October  1  thereafter,  reflecting  food  price  changes  over  the  12 
months  ending  the  preceding  June  30. 

Section  125  would  also  prevent  a  provision  of  Public  Law  96-249 
from  becoming  effective.  That  provision  requires  that  each  thrifty 
food  plan  adjustment  reflect  price  changes  through  the  immediate- 
ly preceding  month. 

Gross  income  eligibility  standard 

Section  155  would  amend  section  5  of  the  Food  Stamp  Act  of  1977 
to  restrict  program  eligibility  to  households  with  gross  monthly 
income  (total  income  less  only  the  exclusions  specified  in  section 
5(d)  of  the  Act)  at  or  below  130  percent  of  the  applicable  Federal 
poverty  line.  Other  relevant  sections  of  the  Act  that  require  con- 
forming amendments  as  a  result  of  this  change  would  also  be 
amended. 

Adjustments  of  deductions 

Section  156  would  amend  section  5(e)  of  the  Food  Stamp  Act  of 
1977  to  hold  the  amount  of  the  standard  deduction  and  the  ceiling 
on  dependent  care/excess  shelter  expense  deductions  at  1981  levels 
through  June  30,  1983.  On  July  1,  1983,  both  deductions  levels 
would  be  adjusted  to  reflect  changes  in  the  Consumer  Price  Index 
(CIP)  for  the  15  months  ending  on  March  31,  1983.  On  October  1, 
1984,  both  deduction  levels  would  be  adjusted  to  reflect  changes  in 
the  CPI  for  the  15  months  ending  June  30,  1984.  Thereafter,  deduc- 
tion levels  would  be  adjusted  each  October  1  to  reflect  changes  in 
the  CPI  for  the  12  months  ending  the  preceding  June  30. 

Section  127  would  also  require  that  the  CPI  used  to  make  these 
adjustments  be  revised  so  that  changes  in  homeownership  costs 
would  not  affect  the  level  of  either  deduction,  and  that  necessary 
reweighting  to  be  accomplished  by  the  Bureau  of  Labor  Statistics. 

Earned  income  deduction 

Section  157  would  amend  section  5(e)  of  the  Food  Stamp  Act  of 
1977  to  reduce  the  earned  income  deduction  from  20  percent  of 
earnings  to  15  percent. 
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Retrospective  accounting 

Section  158  would  amend  section  5(f)  of  the  Food  Stamp  Act  of 
1977  to  require,  beginning  October  1,  1983,  that  all  State  agencies 
determine  eligibility  and  compute  food  stamp  benefits  using  a  ret- 
rospective income  accounting  system.  Use  of  a  retrospective  ac- 
counting, whereby  prior  months'  income  is  used,  rather  than  pros- 
pective accounting,  whereby  future  months'  income  is  estimated, 
would  continue  to  be  optional  with  the  States  until  October  1,  1983. 

Section  129  also  includes  provisions  allowing  special  procedures 
to  avoid  imposing  serious  hardship  on  those  who  have  experienced 
sudden  losses  of  income  and  giving  the  Secretary  the  authority  to 
waive  food  stamp  retrospective  accounting  rules  in  order  to  allow  a 
coordinated  retrospective  accounting  system  with  the  aid  to  fami- 
lies with  dependent  children  program. 

Periodic  reporting 

Section  159  would  amend  section  6(c)  of  the  Food  Stamp  Act  of 
1977  to  require  periodic  reporting  of  household  circumstances  from 
most  households  beginning  October  1,  1983;  requiring  periodic  re- 
porting to  continue  to  be  optional  with  the  States  until  October  1, 
1983. 

Section  159  would  also  specifically  define  those  households  re- 
quired to  submit  periodic  reports  and  make  clear  that  a  report 
must  be  received  in  order  to  have  benefits  issued. 

Eligibility  of  strikers 

Section  160  would  amend  section  6  of  the  Food  Stamp  Act  of  1977 
to  deny  eligibility  to  any  household  with  a  member  on  strike, 
unless  the  member  is  exempt  from  work  registration  requirements 
or  the  household  was  eligible  immediately  prior  to  the  strike. 
Households  eligible  prior  to  the  strike  could  not,  however,  receive 
increased  benefits  due  to  the  loss  of  income  occasioned  by  the 
strike. 

Disqualification  penalties  for  fraud  and  misrepresentation 

Section  161  would  amend  section  6(b)  of  the  Food  Stamp  Act  of 
1977  to  extend  the  penalty  of  disqualification  to  include,  not  only 
cases  of  fraud  and  violation  of  Federal  law  and  regulations,  but 
cases  of  misrepresentation  and  violation  of  State  law.  Disqualifica- 
tion periods  would  be  changed  to  6  months  for  the  first  offense,  1 
year  for  the  second  offense,  and  permanent  disqualification  for  the 
third  offense.  Household  benefits  would  not  be  allowed  to  increase 
because  a  household  member  was  disqualified. 

Prorating  first  month  benefits 

Section  162  would  amend  section  8  of  the  Food  Stamp  Act  of  1977 
to  provide  that  the  amount  of  a  household's  initial  allotment  will 
be  prorated  according  to  the  number  of  days  remaining  in  the 
month  of  application. 

Outreach;  bilingual  requirements 

Section  163  would  amend  sections  11(e)(1)  and  16(a)  of  the  Food 
Stamp  Act  of  1977  to  prohibit  the  use  of  funds  provided  under  the 
Act  to  conduct  outreach  activities. 
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Section  163  would  also  delete  the  present  requirement  that 
States  use  appropriate  bilingual  personnel  and  materials  in  admin- 
istering the  program  in  areas  where  a  substantial  number  of  low 
income  households  speak  a  language  other  than  English. 

Waiving  and  offsetting  claims;  improved  recovery  of  overpayments 

Section  164  would  amend  section  13  of  the  Food  Stamp  Act  of 
1977  to  clarify  the  Secretary's  authority  to  waive  claims  arising 
under  the  Act  and  to  allow  the  Secretary  to  reduce  administrative 
funds  due  a  State  agency  in  order  to  collect  unpaid  claims  against 
a  State. 

Section  164  would  also  require  repayment  of  double  the  value  of 
any  overissuance,  where  ineligibility  has  been  determined  by  a 
court  or  administrative  hearing,  and  require  States  to  collect  other 
types  of  over  issuances  at  a  rate  not  to  exceed  10  percent  of  the 
monthly  allotment  or  $10  per  month,  whichever  would  result  in 
faster  collection. 

States'  share  of  collected  claims 

Section  165  would  amend  section  16(a)  of  the  Food  Stamp  Act  of 
1977  to  permit  State  agencies  to  retain  25  percent  of  the  amounts 
collected  from  individuals  who  received  overissuances  due  to  ac- 
tions or  errors  that  are  not  addressed  in  administrative  hearings  or 
court  action  and  are  not  the  result  of  State  agency  errors. 

Reduction  of  Puerto  Rico  income  limits 

Section  166  would  amend  section  5(c)  of  the  Food  Stamp  Act  of 
1977,  effective  October  1,  1981,  to  set  the  income  standards  of 
eligibility  for  Puerto  Rico  at  55  percent  of  those  used  in  the  48 
contiguous  States. 

Block  grant  for  Puerto  Rico 

Section  167  would  amend  the  Food  Stamp  Act  of  1977,  effective 
April  1,  1982,  to  delete  references  to  Puerto  Rico  in  the  present  law 
and  add  a  new  section  19  that  would  provide  a  block  grant  for  food 
assistance  to  Puerto  Rico,  from  sums  appropriated  under  the  Act, 
of  up  to  $825  million  per  year.  The  block  grant  would  finance  100 
percent  of  food  assistance  expenditures  in  Puerto  Rico  and  50 
percent  of  related  administrative  expenses. 

Repeal  of  increases  in  deductions 

Section  168  would  repeal  two  increases  in  deductions  that  were 
enacted  into  law  by  the.  Food  Stamp  Act  Amendments  of  1980 
(Public  Law  96-249)  and  that  are  scheduled  to  take  effect  in  fiscal 
year  1982.  The  increases  repealed  are:  (1)  creation  of  a  separate 
deduction  for  dependent  care  expenses  of  up  to  $90  per  month;  and 
(2)  lowering  of  the  threshold  above  which  medical  expenses  are 
deductible  from  $35  to  $25  per  month. 

Effective  dates 

Section  169  provides  that  the  effective  dates  of  the  amendments 
made  by  this  subtitle,  except  as  otherwise  provided,  shall  be  such 
dates  as  the  Secretary  of  Agriculture  may  prescribe. 
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SUBTITLE  G — SCHOOL  LUNCH  AND  CHILD  NUTRITION  PROGRAMS 

Section  171.  Changes  in  reimbursement  for  school  lunches  and 
breakfasts 

Public  Law  96-499,  the  Omnibus  Reconciliation  Act  of  1980,  re- 
duced by  2.5  cents  the  adjusted  section  4  reimbursement  rate  for 
all  lunches  served  in  school  food  authorities  where  less  than  60 
percent  of  the  lunches  were  served  free  or  at  a  reduced  price 
during  the  second  preceding  school  year.  The  reduction  made  by 
Public  Law  96-499  was  effective  only  for  the  fiscal  year  ending 
September  30,  1981.  The  amendments  made  by  section  171  of  this 
Act  set  permanently  a  2-cent  lower  reimbursement  level  for  all 
lunches  served  in  such  school  food  authorities. 

Subsections  (a)  and  (b)  of  section  171  amend  sections  4  and  11  of 
the  National  School  Lunch  Act  to  reduce  by  an  additional  2.5  cents 
the  cash  subsidy  for  all  children  in  the  school  lunch  program.  The 
cash  subsidy  for  the  child  in  the  paying  category  is  further  reduced 
by  an  additional  5.25  cents,  and  the  reduced-price  rate  is  lowered  to 
make  it  permanently  equal  to  40  cents  less  than  the  free  rate. 

Until  July  1,  1981,  these  changes  and  others  bring  the  total  cash 
subsidy  under  this  Act  to  97.9  cents  for  free  lunches,  57.9  cents  for 
reduced-price  lunches,  and  8.8  cents  for  paid  lunches  in  school  food 
authorities  below  the  60  percent  "safety"  net;  and  99.9  cents  for 
free  lunches,  59.9  cents  for  reduced-price  lunches,  and  10.8  cents 
for  paid  lunches  in  school  food  authorities  where  60  percent  or 
more  of  the  lunches  were  served  free  or  at  a  reduced  price  during 
the  second  preceding  school  year. 

The  amendments  in  subsection  (b)  also  eliminate  the  January  1 
adjustment  in  the  sections  4  and  11  National  School  Lunch  reim- 
bursement rates  and  the  School  Breakfast  reimbursement  rates 
contained  in  section  4  of  the  Child  Nutrition  Act  of  1966.  Only  July 
1  adjustments  will  be  made  in  these  rates. 

Subsection  (c)  amends  section  4  of  the  Child  Nutrition  Act  of 
1966  to  lower  the  reimbursement  rate  for  breakfasts  served  to 
children  ineligible  for  free  and  reduced-price  meals  to  one-half  the 
current  paid  breakfast  rate.  The  amendments  do  not  change  the 
current  reimbursement  rate  for  free  breakfasts,  but  lower  the  reim- 
bursement rate  for  reduced-price  breakfasts  to  one-half  the  reim- 
bursement rate  for  free  breakfasts.  Until  July  1,  1981,  the  reim- 
bursement rate  for  free  breakfasts  is  52.027  cents,  and  for  paid 
breakfasts  is  7.4325  cents. 

Subsection  (d)  amends  section  4(b)(2)  of  the  Child  Nutrition  Act  of 
1966  to  lower  the  reimbursement  rate  for  breakfasts  served  to 
children  eligible  for  reduced-price  meals  in  "severe-need"  schools  to 
one-half  the  reimbursement  rate  for  free  breakfasts  served  in  such 
schools.  The  amendments  do  not  change  the  current  reimburse- 
ment rate  for  such  free  breakfasts.  The  amendments  in  subsection 
(d)  also  eliminate  the  January  1  adjustment  of  these  rates. 

Subsection  (e)  amends  section  4(d)  of  the  Child  Nutrition  Act  to 
limit  "severe-need"  reimbursement  in  all  States  to  schools  which 
have  40  percent  or  more  free  and  reduced-price  eligibles.  States 
that  have  mandated  school  breakfast  programs  would  no  longer 
receive  preferential  treatment  in  severe-need  determinations.  The 
current  requirement  to  include  State  eligibility  standards  for  sev- 
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ered-need  schools  in  the  State  plan  of  child  nutrition  operations 
would  be  eliminated  by  this  section  and  section  183  of  the  bill. 

Section  172.  Reduction  in  commodity  assistance  for  lunches 

Public  Law  96-499  reduced  the  adjusted  commodity  assistance 
rate  for  all  lunches  served  by  2  cents.  The  amendments  made  by 
this  Act  make  permanent  this  2-cent  reduction,  but  make  this 
reduction  before  adjustment  for  inflation.  The  amendments  make  a 
further  reduction  before  adjustment  for  inflation  of  an  additional  2 
cents  and  an  additional  .25  cents.  The  section  11  cash  payments  for 
free  and  reduced-price  lunches  are  increased  by  .25  cents  to  com- 
pensate for  the  .25-cent  commodity  assistance  reduction.  There  is 
no  such  compensation  for  paid  lunches.  Until  July  1,  1981,  this 
makes  the  commodity  or  cash-in-lieu  assistance  11.29  cents  for  all 
school  lunches  served  under  this  Act.  The  rate  is  adjusted  July  1, 
1981,  and  annually  thereafter. 

Section  173.  Nutritional  requirements 

This  section  amends  section  9  of  the  National  School  Lunch  Act 
to  instruct  the  Secretary  to  make  changes  in  meal  pattern  require- 
ments and  other  program  regulations  not  later  than  90  days  after 
the  date  of  enactment  of  this  bill  to  effect  cost  savings  in  the 
operation  of  child  feeding  programs  without  endangering  the  nutri- 
tional integrity  of  the  meals  served  by  schools  participating  in  the 
program. 

Section  174.  Revision  of  income  eligibility  guidelines 

Subsection  (a) — The  amendments  in  this  subsection — 

(1)  Set  income  eligibility  for  free  meals  at  130  percent  of  the 
OMB  nonfarm  income  proverty  guidelines  until  July  1,  1983. 
After  this  time,  the  income  eligibility  standards  shall  be  the 
same  as  the  gross  income  eligibility  standards  for  the  food 
stamp  program.  Current  law  sets  free-meal  eligibility  at  125 
percent  of  the  Secretary's  updated  income  poverty  guidelines 
and  allows  hardship  deductions.  (Public  Law  96-499  set  free- 
meal  eligibility  at  125  percent  of  the  OMB  nonfarm  income 
poverty  guidelines  plus  a  standard  deduction,  for  the  fiscal 
year  ending  September  30,  1981,  only.)  (Legislation  approved  by 
the  Senate  on  June  10  would  set  a  gross  income  limit  of  130 
precent  of  poverty  for  the  food  stamp  program); 

(2)  Set  income  eligibility  for  reduced-price  meals  at  185  per- 
cent of  the  OMB  nonfarm  income  poverty  guidelines.  Current 
laws  sets  reduced-price-meal  eligibility  at  195  percent  of  the 
Secretary's  updated  income  poverty  guidelines  and  allows 
hardship  deductions.  (Public  Law  96-499  set  reduced-price-meal 
eligibility  at  195  percent  of  the  OMB  nonfarm  income  poverty 
guidelines  plus  a  standard  deduction,  for  the  fiscal  year  ending 
September  30,  1981,  only); 

(3)  Eliminate  the  currently  authorized  hardship  deductions, 
as  was  done  for  1  year  under  Public  Law  96-499; 

(4)  Revise  the  current  statutory  language  to  make  clear  that 
the  Secretary  prescribes  the  income  poverty  guidelines  and  the 
State  educational  agencies  and  local  school  authorities  an- 
nounce the  guidelines  prescribed  by  the  Secretary; 
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(5)  Specify  that  the  price  charged  for  a  reduced-price  lunch 
shall  not  exceed  40  cents; 

(6)  Specify  that  applications  and  any  descriptive  material 
shall  be  distributed  to  the  parents  or  guardians  of  children  in 
attendance  at  school  and  shall  contain  only  the  family-size 
income  levels  for  reduced-price-meal  eligibility  with  the  expla- 
nation that  households  with  incomes  less  than  or  equal  to  those 
values  would  be  eligible  for  either  free  or  reduced-price 
lunches.  The  family-size  income  levels  for  free  lunches  shall 
not  be  included 

(7)  Require  that  the  income  guidelines  for  both  free  and 
reduced-price  meals  be  included  in  the  public  releases. 

(8)  Specify  that  only  current  income,  that  is  family  income  at 
the  time  of  application  at  an  annual  rate,  is  the  figure  used  on 
applications.  Current  law  allows  school  food  authorities  to  use 
either  the  family's  income  during  the  past  12  months  or  the 
family's  current  rate  of  income,  whichever  is  the  better  indica- 
tor of  need. 

(9)  Remove  from  current  law  the  requirement  that  eligibility 
determinations  be  based  solely  on  the  statement  of  income 
signed  by  an  adult  member  of  the  child's  household,  as  well  as 
eliminating  the  requirement  that  the  verification  of  income  be 
sought  only  for  cause.  The  Secretary,  States,  and  local  school 
authorities  may  verify  the  information  submitted  on  such  ap- 
plications, and  in  addition  must  comply  with  the  verification 
requirements  the  Secretary  may  by  regulation  prescribe; 

(10)  Require  as  a  condition  of  eligibility  for  receipt  of  a  free 
or  reduced-price  lunch  that  the  application  contain  the  social 
security  numbers  of  all  adult  household  members;  and 

(11)  Require  as  a  condition  of  eligibility  for  receipt  of  a  free 
or  reduced-price  lunch  that  appropriate  documentation  of 
income,  as  defined  by  the  Secretary,  or  documentation  of  par- 
ticipation in  the  food  stamp  program,  be  provided  to  local 
school  authorities. 

Subsection  (b)  requires  the  Secretary  of  Agriculture  to  conduct  a 
pilot  study  to  verify  the  data  submitted  on  a  sample  of  free  and 
reduced-price  lunch  applications. 

Subsection  (c)  authorizes  the  Secretary,  for  school  year  1981/82, 
to  prescribe  procedures  for  the  implementation  of  the  revised 
income  poverty  guidelines  if  passage  of  this  legislation  necessitates 
a  mid-school-year  change.  School  food  authorities  could  be  author- 
ized to  either  reevaluate  applications  received  at  the  beginning  of 
the  1981/82  school  year  or  distribute  new  applications  and  evaluate 
eligibility  on  the  basis  of  those  applications. 

Section  175.  Revision  of  matching  requirements 

The  amendments  in  subsection  (a)  would  revise  section  7  of  the 
National  School  Lunch  Act  to  make  the  matching  requirements 
compatible  with  other  program  changes  provided  for  by  the  bill. 
Under  current  legislation,  each  State  must  meet  two  matching 
requirements  as  a  condition  for  receiving  section  4  funds.  Each 
section  4  dollar  paid  in  a  State  for  paid  lunches  must  be  matched 
in  the  same  fiscal  year  by  $3  from  sources  within  the  State;  this  is 
known  as  the  "3-to-l  matching  requirement".  States  meet  the  3-to-l 
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matching  requirement  primarily  through  children's  payments.  If 
the  State's  per  capita  income  is  below  that  of  the  United  States, 
the  State's  "matching  factor"  (i.e.,  3)  is  proportionately  reduced. 

In  addition  to  the  3-to-l  match,  each  State  must  meet  the  '  'State 
Revenue  Matching  Requirement"  (SRMR).  To  comply,  the  State 
must  appropriate  from  State  revenues  or  specifically  use  for  pro- 
gram purposes,  an  amount  equal  to  10  percent  of  the  3-to-l  match- 
ing requirement,  as  if  the  3-to-l  match  were  on  all  section  4  funds 
paid  to  a  State. 

The  amendments  made  by  the  this  section  would  eliminate  the  3- 
to-1  matching  requirement  permanently  as  section  4  funds  for  paid 
meals  would  be  so  reduced  by  the  bill,  and  the  match  so  easily  met 
through  children's  payment,  as  to  make  this  matching  requirement 
superfluous. 

The  State  Revenue  Matching  Requirement  would  be  reformulat- 
ed to  ensure  that  State  support  of  the  programs  would  not  be 
reduced  because  of  the  reduction  in  section  4  expenditures  called 
for  by  section  171  of  this  Act.  Under  current  law  the  SRMR  is 
based  on  section  4  expenditures  in  the  preceding  school  year.  The 
amendments  made  by  this  section  would  set  the  SRMR  for  each 
school  year,  beginning  with  school  year  1981-82,  at  30  percent  of 
the  section  4  funds  made  available  to  the  State  in  school  year  1980- 
81.  Pub.  L.  96-499  set  the  SRMR  for  school  year  1981-82  at  effec- 
tively, 30  percent  of  the  amount  of  section  4  funds  that  would  have 
been  expended  in  school  year  1980-81  had  no  reimbursement  re- 
ductions occurred.  The  SRMR  for  school  year  1981-82  of  this  act 
would  supersede  the  SRMR  of  Pub  L.  96-499.) 

Subsection  (a)  also  eliminates  the  requirement  that,  to  the  extent 
practicable,  State  revenues  provided  to  meet  the  SRMR  be  dis- 
bursed to  schools  in  proportion  to  Federal  funds  under  sections  4 
and  11  received  by  those  schools. 

Subsection  (a)  would  also  exempt  from  the  SRMR  all  section  4 
funds  paid,  with  respect  to  lunches  served  in  private  schools,  to 
those  States  where  State  educational  agencies  are  prohibited  by 
State  law  from  disbursing  State  appropriated  funds  to  private 
schools. 

Subsection  (b)  revises  section  10  of  the  National  School  Lunch 
Act.  Current  law  provides  that  if  a  State  educational  agency  is 
prohibited  by  State  law  to  disburse  Federal  funds,  or  to  disburse 
State  appropriated  funds,  to  private  schools,  the  Secretary  shall 
administer  the  program  in  such  schools.  The  amendments  of  this 
subsection  provide  for  State-agency  administration  of  the  program 
if  State  law  permits  State  agency  disbursement  of  Federal  funds 
regardless  of  whether  it  can  disburse  State  appropriated  funds.  An 
exemption  from  the  the  SRMR  follows  the  prohibition  for  disburs- 
ing State  appropriated  funds. 

Section  176.  Termination  of  food  service  equipment  assistance 

This  section  eliminates  the  food  service  equipment  assistance 
program  by  repealing  section  5  of  the  National  School  Lunch  Act 
and  section  5  of  the  Child  Nutrition  Act  of  1966. 
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Section  177.  Revision  of  the  special  milk  program 

This  section  amends  section  3  of  the  Child  Nutrition  Act  of  1966 
to  limit  the  special  milk  program  to  those  schools  and  institutions 
which  do  not  participate  in  one  or  more  meal  service  program 
authorized  under  the  Child  Nutrition  Act  of  1966  and  the  National 
School  Lunch  Act. 

Section  178.  Limitation  on  private  school  participation 

This  section  makes  nonprofit  private  schools  in  which  the  yearly 
tuition  exceeds  $1,500  per  child  ineligible  to  participate  in  the 
school  nutrition  programs  by  amending  the  definition  of  "school" 
in  sections  12  of  the  National  School  Lunch  Act  and  15(c)  of  the 
Child  Nutrition  Act  of  1966. 

Section  179.  Termination  of  summer  food  service  program 

This  section  eliminates  the  summer  food  service  program  by 
repealing  section  13  of  the  National  School  Lunch  Act. 

Section  180.  Revision  of  child  care  food  program 

The  amendments  in  subsection  (a) — 

(1)  Lower  the  age  limit  for  eligibility  for  the  child  care  food 
program  from  18  to  12  years  of  age,  but  do  not  set  an  age  limit 
for  children  who  are  physically  or  mentally  handicapped; 

(2)  Require  that  eligibility  for  meal  reimbursement  be  based 
on  the  income  needs  of  the  individual  applicant,  as  in  the 
school  lunch  program.  Under  current  law,  all  meals  served  in 
the  institution  are  reimbusement  at  the  free  rate  if  two-thirds 
or  more  of  the  participants  are  eligible  for  free  or  reduced- 
price  meals  under  the  national  school  lunch  program;  all  meals 
are  reimbursed  at  the  reduced-price  rate  if  between  one-third 
and  two-thirds  of  the  students  are  eligible  for  free  or  reduced- 
price  meals;  and,  if  fewer  than  one-third  of  the  students  are 
eligible  for  free  or  reduced-price  lunches,  then  all  meals  served 
in  the  institution  are  reimbursed  at  the  paid  rate.  Reimburse- 
ment rates  for  lunches  and  supper  would  be  tied  to  reimburse- 
ment rates  for  lunches  in  the  national  school  lunch  program. 
Reimbusement  rates  for  breakfasts  would  be  tried  to  reim- 
bursement rates  in  the  school  breakfast  program.  Until  July  1, 
1981,  the  reimbursement  rate  for  free  supplements  is  27.50 
cents.  This  rate  is  adjusted  on  July  1,  1981,  and  annually 
thereafter.  The  reimbursement  rate  for  reduced-price  supple- 
ments is  one-half  the  free  supplement  reimbursement  rate. 
There  is  no  reimbursement  for  supplements  served  to  children 
ineligible  for  free  and  reduced-price  meals; 

(3)  Stipulate  that  no  reimbursement  may  be  made  to  any 
institution  for  more  than  two  meals  and  one  supplement  per 
day  per  child;  and 

(4)  Provide  that  the  reimbursement  factor  for  institutions 
sponsoring  family  or  group  day  care  homes,  for  payments  to 
such  homes,  shall  be  adjusted  each  July  1,  and  that  the  factor 
in  effect  on  the  date  of  enactment  of  this  provision  shall  be 
reduced  by  10  percent.  The  amendments  also  provide  that  no 
reimbursement  be  given  for  meals  served  to  children  of  family 
or  day  care  home  providers  unless  the  child  is  eligible  for  free 
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or  reduced-price  meals.  The  amendments  further  provide  that 
the  reimbursement  for  administrative  expenses  incurred  by 
the  family  or  group  day  care  home  sponoring  organization 
shall  be  adjusted  on  each  July  1,  and  that  the  Secretary  of 
Agriculture  adjust  the  levels  in  effect  on  the  date  of  enactment 
of  this  provision  to  effect  a  reduction  of  10  percent  in  the  total 
reimbursement  provided  to  institutions  for  administrative  ex- 
penses. The  individual  reductions  of  the  levels  need  not  be  10 
percent,  so  long  as  the  net  combined  effect  is  a  10  percent 
reduction.  The  Secretary  is  permitted  to  make  the  reductions 
taking  into  account  economy  of  scale  factors.  The  reimburse- 
ment factor  and  the  levels  of  reimbursement  for  administra- 
tive expenses,  as  reduced  by  10  percent,  become  the  new  bases 
for  all  future  adjustments. 
The  amendments  in  subsection  (b) — 

(1)  Eliminate  the  State  plan  requirements  for  the  child  care 
food  program; 

(2)  Eliminate  food  service  equipment  assistance  in  the  child 
care  food  program;  and 

(3)  Eliminate  "for  profit"  child  care  centers  from  the  child 
care  food  program. 

Section  181.  Limitation  on  Secretary's  authority  to  directly  adminis- 
ter programs 

The  amendments  in  this  section  prohibit  the  Secretary  from 
directly  administering  any  child  nutrition  program,  or  any  part 
thereof,  in  any  State  unless  he  has  done  so  continuously  since 
October  1,  1980.  These  incorporate  into  the  program  authorizing 
legislation  the  prohibition  imposed  by  P.L.  96-528. 

Section  182.  Requirement  to  accept  food  not  intended  to  be  con- 
sumed 

This  section  amends  section  9  of  the  National  School  Lunch  Act 
to  extend  to  elementary  school  students  the  option,  when  approved 
by  the  local  school  district  or  nonprofit  private  schools,  of  not  being 
required  to  accept  every  item  of  food  served. 

Section  183.  Requirements  for  State  plan 

This  section  amends  section  11  of  the  National  School  Lunch  Act 
to  eliminate  the  requirement  that  States  submit  a  State  plan  of 
child  nutrition  operations  each  year.  States  already  must  meet 
numerous  other  reporting  requirements  in  order  to  qualify  for 
funds  under  the  National  School  Lunch  Act  and  Child  Nutrition 
Act  of  1966.  This  amendment  would  not  eliminate  the  State  plan 
requirement  for  State  administrative  expense  funding  the  nutrition 
education  and  training  program,  or  the  special  supplemental  food 
program. 

This  section  also  eliminates  the  requirement  that  schools  provide 
estimates  each  October  1  and  March  1  of  the  number  of  students 
eligible  for  free  and  reduced-price  lunches. 
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Section  184-  Elimination  of  residential  child  care  institutions  from 
definition  of  school 

This  section  amends  section  12(d)  of  the  National  School  Lunch 
Act  and  section  15  of  the  Child  Nutrition  Act  of  1966,  to  exclude 
residential  child  care  institutions  (RCCIs)  from  participation  in  the 
child  nutrition  programs,  beginning  with  fiscal  year  1984. 

Section  185.  Commodity-only  schools 

Subsection  (a)  amends  section  14  of  the  National  School  Lunch 
Act  to  allow  "commodity-only"  schools  to  receive,  in  addition  to  the 
commodities  equal  in  value  to  the  total  of  the  commodity  support 
and  the  section  4  reimbursement  established  for  the  national 
school  lunch  program,  cash  support  for  free  and  reduced-price 
lunches  under  section  11  of  the  National  School  Lunch  Act.  These 
schools  may  also  receive  up  to  5  cents  of  the  per  meal  value  of  the 
commodities  in  cash,  to  pay  for  processing  and  handling  of  the 
commodities.  ''Commodity-only  schools"  are  currently  defined  by 
regulation  as  schools  not  participating  in  the  national  school  lunch 
program,  but  which  do  enter  into  an  agreement  with  the  State 
agency  or  FNS  to  receive  commodities  donated  for  the  school  lunch 
program.  They  do  not  currently  receive  any  cash  support,  and 
therefore  are  bound  by  only  minimal  regulatory  requirements. 
Such  schools  are  only  required  to  serve  well-balanced  nutritious 
lunches  that  contain,  as  a  minimum,  food  components  from  the 
four  basic  food  groups,  as  defined  in  the  Department's  Daily  Food 
Guide.  They  must  also  report  monthly  on  the  total  number  of 
meals  served,  and  the  total  number  served  free  or  at  a  reduced 
price.  The  amendments  in  this  section  would  require  that  the 
nutritional  requirements  for  commodity-only  schools  be  the  same 
as  those  under  the  National  School  Lunch  Program.  As  a  mini- 
mum, Commodity-only  schools  must  serve  meals  which  include  the 
four  basic  food  groups  and  a  serving  of  fluid  milk. 

Subsection  (b)  provides  that  the  eligibility  requirements  and  the 
prohibition  against  discrimination  for  commodity-only  schools  are 
the  same  as  in  the  national  school  lunch  program. 

Subsection  (c)  makes  commodity-only  schools  ineligible  to  partici- 
pate in  the  special  milk  program. 

Section  186.  State  administrative  expenses 

This  section  amends  section  7  of  the  Child  Nutrition  Act  of  1966 
to  allow  funds  made  available  to  States  for  State  administrative 
expenses  during  1  fiscal  year  to  remain  available  during  the  next 
fiscal  year. 

This  section  also  raises  the  minimum  level  of  State  administra- 
tive expenses  money  to  the  level  available  during  fiscal  year  1981. 

Section  187.  WIC 

This  section  amends  section  17  of  the  Child  Nutrition  Act  of  1966 
to  maintain  the  $900  million  authorization  for  appropriation  level 
of  fiscal  year  1981  in  real  dollar  terms.  For  fiscal  year  1982, 
$998,000,000  is  authorized;  for  fiscal  year  1983,  $1,060,000,000;  and 
for  fiscal  year  1984,  $1,126,000,000. 
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Section  188.  Nutrition  education  and  training 

The  authorization  for  appropriations  for  grants  to  each  State 
under  the  Nutrition  Education  and  Training  Program  is  reduced 
from  $15  million  to  $10  million. 

Section  189.  Conforming  and  miscellaneous  amendments 

Subsection  (a)  of  this  section  removes  a  reference  in  section  11(b) 
of  the  National  School  Lunch  Act  to  cost-based  accounting  and 
makes  a  conforming  amendment  for  the  termination  of  the  food 
service  equipment  assistance  program. 

Subsection  (b)  removes  a  reference  to  cost-based  accounting  in 
section  4(c)  of  the  Child  Nutrition  Act  of  1966. 

Subsection  (c)  eliminates  in  section  12  of  the  National  School 
Lunch  Act,  a  reference  to  the  food  service  equipment  assistance 
program  and  deletes  a  prohibition  in  current  law  concerning  cost 
accounting.  Because  these  amendments  eliminate  cost-based  ac- 
counting as  a  basic  requirement,  this  reference  is  superfluous. 

Subsection  (d)  eliminates  in  section  8  of  the  National  School 
Lunch  Act,  reference  to  food  service  equipment  assistance  and  cost- 
accounting  requirements,  and  replaces  outdated  terminology. 

Subsection  (e),  (f),  (g),  (h)  and  (i)  make  necessary  technical  adjust- 
ments. 

Subsection  (j)  changes  the  frequency  of  the  National  Advisory 
Council  on  Child  Nutrition  reports  from  once  per  year  to  once 
every  2  years. 

Subsection  (k)  requires  that  the  Secretary  of  Health  and  Human 
Services  reimburse  the  Secretary  of  Agriculture  for  any  commod- 
ities purchased  to  carry  out  programs  under  title  III  (formerly  title 
VII)  of  the  Older  Americans  Act  of  1965.  Funds  associated  with  this 
authority  will  be  requested  under  the  Department  of  Health  and 
Human  Services  authority  to  finance  nutrition  services  for  the 
elderly  as  part  of  a  proposed  reauthorization  of  the  Older  Ameri- 
cans Act  of  1965.  USDA  is  not  to  bear  the  cost  of  commodity 
purchases  under  title  III  of  the  Older  Americans  Act  of  1965. 

Subsection  (1)  eliminates  in  section  17(f)(1)  of  the  National  School 
Lunch  Act  the  reference  to  cost-based  accounting. 

Schools  would  still  be  required  to  operate  a  nonprofit  food  serv- 
ice. Reference  to  cost  or  cost-based  accountability  would  not  be 
eliminated  for  the  special  milk  program  where  free  milk  is  reim- 
bursed at  the  net  dairy  cost,  or  from  severe-need  schools  where 
"need"  must  be  determined. 

Section  190.  Claims  adjustment  authority 

This  section  amends  section  16  of  the  Child  Nutrition  Act  of  1966 
to  give  the  Secretary  the  authority  to  determine,  settle,  adjust, 
compromise,  waive,  or  deny  claims  arising  under  the  Child  Nutri- 
tion Act  of  1966  or  the  National  School  Lunch  Act. 

Section  191.  Effective  dates;  repeal  of  existing  legislation;  regulations 

This  section  prescribes  effective  dates,  repeals  provisions  of  the 
Omnibus  Reconciliation  Act  of  1980  (Public  Law  96-499),  and  man- 
dates that  regulations  implementing  the  provisions  of  this  legisla- 
tion be  issued  no  later  than  60  days  after  enactment. 
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Cost  Estimate 

In  accordance  with  paragraph  11(a)  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  Committee  has  estimated  the  cost  of 
carrying  out  the  provisions  of  this  legislation  for  fiscal  years  1982 
through  1984.  The  Congressional  Budget  Office  provided  cost  esti- 
mates that  were  the  basis  for  the  Committee's  projections. 

Because  the  savings  achieved  by  this  legislation  are  required 
under  the  provisions  of  the  First  Concurrent  Resolution  on  the 
budget  for  fiscal  year  1982  (Report  No.  97-86),  the  Committee  chose 
to  adopt  the  cost  estimates  provided  by  the  Congressional  Budget 
Office. 

In  accordance  with  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  prepared  the  following  cost  estimate: 

U.S.  Congress, 
Congressional  Budget  Office, 
Washington,  D.C.,  June  12,  1981. 

Hon.  Jesse  A.  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition  and  Forestry, 
U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  Pursuant  to  Section  202  of  the  Congres- 
sional Budget  Act  of  1974,  the  Congressional  Budget  Office  has 
prepared  the  attached  estimate  of  savings  achieved  by  the  statu- 
tory provisions  adopted  by  the  Senate  Committee  on  Agriculture, 
Nutrition  and  Forestry,  June  5,  1981.  The  estimates  included  in  the 
attached  report  represent  the  effects  on  the  federal  budget  of  the 
Committee's  legislation  proposals.  CBO  understands  that  the  staff 
of  the  Committee  on  the  Budget  will  be  responsible  for  interpreting 
how  the  savings  contained  in  the  legislative  proposals  measure 
against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 
Sincerely, 

Alice  M.  Rivlin, 

Director. 

SENATE  RECONCILIATION  SAVINGS:  SENATE  COMMITTEE  ON  AGRICULTURE,  NUTRITION  AND  FORESTRY 


[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

BA  0 

BA 

0 

BA 

0 

BA 

0 

Direct  Spending 

Commodity  Credit  Corporation: 

Storage  facility  loans  

  25  ... 

100 

110 

120 

FOR  interest  waiver  

  118  ... 

165  .. 

60   

Total  

  143  ... 

265 

110 

60 

120 

Commodity  inspection  fees: 

FGIS  

20 

20 

22 

22 

23 

AMS  

26 

26 

27 

27 

29 

29 

Total  

46 

46 

49 

49 

52 

52 

FmHA: 

ACIF  

  20 

1 

355 

127 

154 

250 

275 

RDIF  

179 

21 

208 

33 

191 

51 

Total  

  20 

180 

376 

335 

187 

441 

326 
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SENATE  RECONCILIATION  SAVINGS:  SENATE  COMMITTEE  ON  AGRICULTURE,  NUTRITION  AND 
FORESTRY— Continued 


[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

19? 

:4 

BA 

0 

BA 

O 

BA 

0 

BA 

0 

unild  nutrition: 

Summer  fsGding  program  

1/17 
I'M 

142 

160 

1 

IDS 

1  79 
lie 

1  CO 

Cnopiol  mill*  nrnnrom 

opeciai  miiK  program  

in 

  1U   

QC 

103 

99 

Q8 

109 

mi 

1U1 

Total  

  10   

242 

245 

259 

256 

274 

270 

Public  Law  480  

13 

13 

26 

26 

42 

42 

Total  direct  spending  

  10 

163 

481 

945 

669 

628 

869 

810 

Authorizations 

Public  Law  480  

75 

73 

326 

317 

375 

369 

USDA  alcohol  fuels  

65   

Rural  water  and  waste  grants  

118 

7 

137 

38 

154 

84 

Child  nutrition  

  65  

1,289 

1,264 

1,379 

1,369 

1,565 

1,550 

Food  stamps  

1,855 

1,855 

2,153 

2,153 

2,450 

2,450 

Personnel  reduction  

66 

57 

71 

70 

76 

75 

Commodity  inspection  

6 

6 

6 

6 

7 

7 

Total  authorization   

130  . 

3,409 

3,262 

4,072 

3,953 

4,627 

4,535 

  140 

163 

3,890 

4,207 

4,741 

4,581 

5,496 

5,345 

U.S.  Congress, 
Congressional  Budget  Office, 
Washington,  B.C.,  June  11,  1981. 

Hon.  Jesse  Helms, 

Chairman,  Committee  on  Agriculture,  Nutrition,  and  Forestry, 
U.S.  Senate,  Washington,  B.C. 

Dear  Mr.  Chairman:  Pursuant  to  Section  202  of  the  Congres- 
sional Budget  Act  of  1974,  the  Congressional  Budget  Office  has 
prepared  the  attached  cost  estimates  of  subtitle  G-School  Lunch 
and  Child  Nutrition  Programs  of  the  bill  for  reducing  spending  in 
programs  within  the  jurisdiction  of  the  Committee  on  Agriculture, 
Nutrition,  and  Forestry. 

The  savings  estimates  have  been  calculated  from  the  CBO  base- 
line used  by  the  Budget  Committees  in  developing  the  reconcili- 
ation instructions. 

The  estimates  included  in  the  attached  report  represent  the 
1981-1984  effects  on  the  federal  budget  of  the  Committee's  legisla- 
tive proposals.  CBO  understands  that  the  staff  of  the  Committee  on 
the  Budget  will  be  responsible  for  interpreting  how  the  savings 
contained  in  these  legislative  proposals  measure  against  the  budget 
resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimates. 
Sincerely, 

Alice  M.  Rivlin, 

Birector. 
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TABLE  1.  CHILD  NUTRITION  AUTHORIZATION  REDUCTION  PROPOSALS 

[By  fiscal  years,  in  millions  of  dollars] 


1981 


1982 


1983 


1984 


Authorization  ceiling  reconcilation  baseline: 

Child  nutrition  programs  

Funds  for  strengthening  markets  (Sec.  32 

commodities)  

Special  supplemental  food  programs  (WIC) .. 

Total  

Authorization  reductions: 

Extend  Public  Law  96-499   

Change  eligibility  for  reduced  price  meals 
from  195  percent  of  poverty  to  185 
percent  with  no  standard  deduction  

Change  the  60  percent  safety  net  level  to  2 
cents  

Eliminate  subsidies  to  private  schools  with 
tuitions  above  $1,500   

Require  documentation  of  income  as  a 
condition  for  free  and  reduced  price  meal 
eligibility;  define  income  as  "current 
income"  

Eliminate  food  service  equipment  assistance 
funding  

Tie  eligiility  for  free  meals  to  food  stamp 
eligibility  

Cut  breakfast  subsidies  to  nonneedy  chil- 
dren in  half;  eliminate  severe  need 
breakfast  in  schools  where  less  than  40 
percent  of  the  meals  are  served  free  or 
reduced;  cut  severe  need  reduced  ra;e  to 
half  of  the  free  rate  

Reduce  the  cash  reimbursement  rate  for  all 
lunches  by  2  cents,  the  commodity  sub- 
sidy for  all  lunches  by  2  cents,  the  cash 
subsidy  to  nonneedy  children  by  another 
5.25  cents,  and  the  commodity  subsidy 
to  nonneedy  children  by  another  0.25 
cents   

Effect  of  establishing  new  base  rates;  main- 
taining a  40  cents  differential  in  reduced 
price  

Lower  reduced  price  lunch  subsidy  another 
20  cents  

Extend  1980  Reconciliation  Act  provisions 
to  child  care  institutions  

Eliminate  for-profit  child  care  centers  

Allow  reimbursement  for  a  maximum  of  3 
meals  in  child  care  feeding  program  

Eliminate  residential  child  care  

Eliminate  payments  in  the  child  care  pro- 
gram for  meals  served  providers'  chil- 
dren in  day  care  homes  where  the 
providers'  income  is  over  185  percent  of 
poverty;  eliminate  snacks  to  nonneedy 
children;  set  reduced  price  snack  rate  at 
one-half  of  free;  exclude  all  children  over 
the  age  of  12  

Eliminate  tiering  in  the  child  care  program ... 

State  administrative  expenses  


3,337 

3,281 

3,962 

3,890 

4,308 

4,281 

4,706 

4,678 

383 

371 

377 

377 

384 

384 

389 

389 

927 

904 

1,028 

949 

1,092 

1,081 

1,160 

1,148 

4,647 

4,556 

5,367 

5,216 

5,784 

5,746 

6,255 

6,215 

-360 

-335 

-341 

-342 

-359 

-357 

■40 


-125 

-116 

-125 

-125 

-125 

-125 

-19 

-19 

-19 

-19 

-19 

-19 

-66 

-61 

-70 

-70 

-71 

-70 

-45 

-46  . 

-54 

-53 

-60 

-60 

-364 

-378 

-362 

-361 

-364 

-364 

-56 

-58 

-104 

-101 

-149 

-146 

-60 

-63 

-63 

-63 

-64 

-63 

-7 

-8 

-7 

-7 

-7 

-7 

-14 

-13 

-24 

-23 

-30 

-30 

-40 

-41 

-58 

-57 

-63 

-62 

-73 

-69 
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TABLE  1.  CHILD  NUTRITION  AUTHORIZATION  REDUCTION  PROPOSALS— Continued 


[By 

fiscal  years, 

n  millions 

of  dollars] 

1981 

1982 

1983 

1984 

BA 

OL 

BA 

OL 

BA 

OL 

BA 

OL 

Reduce  nutrition  education  

-5 

-5 

-5 

-5 

-5 

-5 

Annually  adjust  family  day  care  home  rates; 

reduce  the  rate  by  10  percent;  reduce 

FDCH  administrative  costs  by  10  percent 

-15 

-14 

-17 

-16 

1Q 

1  Q 

Total  

-64 

-1,289  - 

1,264 

-1,379  - 

1,369 

—  1,565  - 

1,550 

TABLE  2.  CHILD  NUTRITION  DIRECT  SPENDING  REDUCTION  PROPOSALS 

[By 

fiscal  years, 

n  millions 

of  dollars] 

1981 

1982 

1983 

1984 

BA 

OL 

BA 

OL 

BA 

OL 

BA 

OL 

Direct  spending  reconciliation  baseline: 

Summer  feeding  program  

121 

115 

147 

142 

160 

158 

172 

169 

Special  milk  program  

119 

123 

125 

124 

130 

130 

134 

134 

Total  

240 

238 

272 

266 

290 

288 

306 

303 

Proposed  direct  spending  reductions: 

Eliminate  summer  feeding  program  

-147 

-142 

-160 

-158 

-172 

-169 

Eliminate  the  special  milk  program  except 

in  schools  with  no  meal  programs  

-10  .... 

-95 

-93 

-99 

-98 

-102 

-101 

Total  

-10 

-242 

-235 

-259 

-256 

-274 

-270 

Regulatory  Impact  Evaluation 

In  compliance  with  paragraph  (b)  of  Rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  Committee  makes  the  following  evaluation 
of  the  regulatory  impact  associated  with  the  reconciliation  meas- 
ures forwarded  to  the  Budget  Committee. 

The  establishment  of  user  fees  for  cotton  classing,  tobacco  inspec- 
tion, warehouse  examinations,  grain  inspection  and  weighing,  and 
inspection  of  naval  stores  recognizes  the  direct  beneficiaries  of 
these  services.  Any  Government  program  which  provides  services 
to  a  clearly  identified  group  for  their  economic  benefit  is  a  candi- 
date for  reimbursing  the  cost  of  such  services.  Since  commodity 
grading  and  inspection  enhances  a  firm's  ability  to  market  their 
agricultural  products,  they  become  direct  beneficiaries  of  those 
Government  services.  This  will  place  these  programs  on  a  compara- 
ble basis  with  other  commodity  grading  programs  such  as  fruits, 
vegetables,  and  meat  which  already  are  funded  by  user  fees. 

These  measures  will  result  in  certain  specific  regulatory  require- 
ments which  must  be  met  by  people  who  benefit  under  the  legisla- 
tion. Any  government  program  which  collects  fees  for  services 
must  have  clearly  defined  regulatory  guidelines  and  a  certain 
amount  of  paperwork  to  assure  that  the  monies  are  efficiently  and 
effectively  collected.  The  assurance  that  funds  are  properly  reim- 
bursed is  doubly  necessary  in  an  era  of  fiscal  restraint. 

In  revising  the  existing  legislation,  the  Committee  did  not  at- 
tempt to  alter  the  voluntary  or  mandatory  features  of  the  inspec- 
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tion  services.  Cotton  classing  will  continue  to  be  provided  on  a 
request  basis  except  that  any  commodity  entering  CCC  loan  must 
be  classed  as  part  of  its  loan  eligibility.  All  tobacco  sold  at  designat- 
ed auction  markets  must  be  graded.  Warehouse  examinations  will 
be  provided  upon  request  and  the  Commodity  Credit  Corporation 
(CCC)  will  require  special  examinations  for  CCC  stored  commod- 
ities. There  is  no  change  in  the  requirements  for  grain  inspection 
and  weighing.  Naval  stores  inspection  is  voluntary. 

Economic  Impact 

One  requirement  of  paragraph  11(b)  of  Rule  XXVI  is  "a  determi- 
nation of  the  economic  impact  of  such  regulation  on  the  individ- 
uals, consumers  and  businesses  affected." 

Estimating  the  potential  economic  impact  of  the  provisions 
within  this  reconciliation  bill  is  difficult  because  the  establishment 
of  fees  may  affect  participation  in  the  voluntary  programs.  To  the 
extent  that  users  of  the  voluntary  services  do  not  find  the  inspec- 
tions to  be  a  worthwhile  expenditure  of  funds,  they  will  not  avail 
themselves  of  the  service.  Their  individual  actions  will  reduce  the 
program  level  as  they  attempt  to  equate  the  value  of  the  service 
with  its  cost.  Until  users  are  able  to  equate  the  value  of  the  service 
with  its  costs,  the  potential  exists  for  short  term  misallocation  of 
resources.  This  misallocation  of  resources  may  take  the  form  of 
higher  prices  for  the  commodities,  reduced  marketing  margins  or 
smaller  farm  returns.  Below  is  a  brief  evaluation  of  the  economic 
consequences  of  the  changes  recommended  by  the  Committee. 

Cotton  classing  and  related  services. — Fees  will  be  charged  for  the 
entire  cost  of  the  program,  including  administrative  and  supervi- 
sory costs.  After  taking  account  of  the  value  of  the  cotton  samples 
and  assuming  high  participation  rates  (over  95  percent  of  the  1980 
crop  was  classed),  the  average  cost  of  classing  to  the  producer  is 
about  $1  per  sample. 

This  action  will  save  the  Federal  Government  $12.7  million  in 
fiscal  year  1982.  The  additional  marketing  cost  is  less  then  0.3 
percent  of  the  raw  product  value  and  therefore  should  have  an 
insignificant  effect  on  consumer  prices  of  cotton  products. 

The  Committee  is  aware  that  some  producers  will  not  find  the 
service  to  be  worthwhile  if  a  common  rate  is  charged.  Since  the 
difficulty  of  classing  varies  across  the  country,  the  Department  of 
Agriculture  could  be  expected  to  explore  sampling  or  other  pricing 
alternatives  to  take  this  factor  into  account.  In  any  event,  the 
reconciliation  bill  limits  the  collections  to  $12  million  in  fiscal  year 
1982,  $12.4  million  in  fiscal  year  1983  and  $13  million  in  fiscal  year 
1984. 

If  cotton  classing  is  requested  to  a  greater  extent  than  these 
limits  authorize,  appropriations  would  have  to  be  received  to  con- 
tinue the  program. 

The  fees  shall  become  effective  July  1,  1981,  the  beginning  of  the 
marketing  year  but  prior  to  the  fiscal  year.  The  Secretary  shall 
arrange  annual  meetings  with  representatives  of  the  cotton  indus- 
try to  review  the  cotton  classing  and  warehouse  operations. 

Tobacco  inspection  and  related  services. — Fees  will  be  charged  for 
the  entire  cost  of  the  program,  including  administrative  and  super- 
visory costs.  The  average  cost  of  tobacco  grading  is  estimated  at 
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less  than  one-half  cent  per  pound.  Although  farmers  could  sell 
their  commodity  through  non-designated  auction  markets  without 
the  grading  services,  few  are  expected  to  do  so. 

This  action  will  save  the  Federal  Government  about  $7.7  million 
in  fiscal  year  1982.  The  additional  marketing  cost  is  less  than  0.3 
percent  of  the  raw  product  value  and  therefore  should  have  no 
effect  on  the  consumer  prices  of  tobacco  products. 

The  fees  shall  become  effective  July  1,  1981  which  is  the  begin- 
ning of  the  marketing  year  but  prior  to  the  fiscal  year.  It  is 
expected  that  this  action  will  reimburse  the  fiscal  year  1981  budget 
about  $2.8  million  and  will  equitably  treat  all  producers  of  the  1981 
crop.  The  Secretary  shall  establish  a  national  advisory  committee 
in  order  to  review  the  level  of  inspection  and  the  fees. 

Naval  stores  inspection  and  related  services. — Fees  will  be 
charged  for  the  entire  cost  of  the  program,  including  administra- 
tive and  supervisory  costs.  The  average  cost  of  naval  stores  grading 
for  the  6  firms  availing  themselves  of  the  service  is  estimated  at  $3 
per  barrel.  This  action  would  reimburse  the  Federal  Government 
about  $75,000,  if  the  firms  find  the  service  to  be  worthwhile. 

The  Committee  is  aware  that  some  would  argue  that  the  value  of 
the  service  does  not  out  weigh  the  cost.  Thus,  this  action  leaves  the 
decision  up  to  the  firms  themselves  as  to  whether  or  not  they  will 
voluntarily  pay  for  the  service. 

Section  10  of  the  U.S.  Warehouse  Act  (7  U.S.C.  251).— Fees  will  be 
charged  for  the  entire  cost  of  the  program.  The  average  cost  per 
year  for  services  will  be  about  5<£  per  bale  of  cotton  and  Vio$  for  a 
bushel  of  grain.  These  amounts  could  be  increased  if  warehouses 
drop  from  the  program. 

Because  user  fees  represent  only  a  very  small  percent  of  the 
value  of  the  product,  there  would  be  virtually  no  impact  on  con- 
sumer prices  and  farmer  incomes. 

The  Committee  is  aware  that  USDA  is  currently  reviewing  ways 
to  change  the  examination  program  to  minimize  the  user  charges 
and  provide  a  more  effective  examination  program. 

Grain  Inspection  and  Weighing. — The  reconciliation  bill  would 
require  grain  merchandisers,  as  well  as  State  and  private  agencies 
who  benefit  from  FGIS'  supervisory  service,  to  pay  for  such  service 
(through  user  fees),  rather  than  continuing  to  be  paid  by  tax  re- 
ceipts. Currently,  $24.1  million  of  grain  supervisory  and  adminis- 
trative costs  are  budgeted  for  fiscal  year  1982.  In  order  to  reim- 
burse these  costs,  the  grain  trade  and  State  and  private  agencies  as 
a  whole  would  incur  an  additional  cost  of  Vstf  for  inspecting  and 
weighing  a  bushel  of  grain. 

However,  some  assessments  would  probably  be  higher  than  this 
Vs$  and  some  lower — depending  on  the  particular  location,  method 
of  transportation,  or  other  circumstances.  The  Administration  has 
not  yet  determined  how  the  fee  will  be  assessed.  The  proposed  cap 
on  FGIS'  supervision  and  administrative  cost,  30%  of  the  total 
program  costs,  might  reduce  the  additional  cost. 

The  Committee  understands  that  USDA  is  currently  reviewing 
ways  to  reduce  program  costs  and  related  user  fees. 
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MANDATORY  INTEREST  WAIVER  ON  GRAIN  RESERVE 

Currently,  the  waiver  of  interest  charges  on  the  first  year  of 
grain  reserve  loans  is  mandatory.  When  the  reserve  was  initiated, 
first-year  interest  was  charged.  Following  the  Soviet  grain  embargo 
of  early  1980,  legislation  was  passed  which  required  the  Secretary 
to  waive  interest  on  the  1980  and  1981  crops.  This  was  done  as  part 
of  an  effort  to  spread  the  cost  of  the  embargo  beyond  the  farm 
sector.  The  end  of  the  embargo  reduced  the  justification  for  con- 
tinuing the  first-year  interest  waiver. 

The  bill  removes  the  requirement  that  the  Secretary  waive  first- 
year  interest,  provided  there  is  no  export  embargo  of  farm  products 
in  effect.  Should  an  embargo  be  imposed,  first-year  interest  would 
again  have  to  be  waived.  Assuming  that  no  such  embargo  will  be 
imposed,  it  is  estimated  that  the  Commodity  Credit  Corporation 
(CCC)  would  realize  a  saving  of  $83  million  in  fiscal  year  1981  (as 
compared  to  the  January  Budget)  due  to  reduced  reserve  loan 
activity  and  to  interest  no  longer  waived.  In  fiscal  year  1982,  it  is 
estimated  that  CCC  would  realize  a  saving  of  $167  million  for  the 
same  reasons.  Market  prices  for  wheat  and  feedgrains  could  be 
reduced  slightly  as  a  result  of  the  lesser  reserve  activity. 

The  program  as  amended  by  this  legislation  would  operate  basi- 
cally in  the  same  manner  as  the  current  program.  Therefore,  no 
additional  regulatory  burden  upon  the  public  or  upon  farmers  who 
participate  in  the  reserve  would  be  necessary. 

FARM  STORAGE  FACILITY  LOANS 

Under  current  law,  the  Corporation  is  required  to  make  availa- 
ble to  producers  loans  covering  up  to  75  percent  of  the  cost  of 
building  or  purchasing  storage  or  crop  drying  equipment  for  use  on 
the  farm.  The  amendment  would  make  this  lending  discretionary. 
It  is  estimated  that  farm  storage  capacity  is  now  ample  in  most 
areas  of  the  country  to  accommodate  production  even  in  good 
years.  Thus,  a  reduction  in  annual  lending  for  this  program  is 
anticipated.  However,  the  saving  in  outlays  cannot  be  estimated 
accurately  since  storage  needs  under  the  grain  reserve  program 
cannot  be  known.  Given  current  projections  of  reserve  lending  and 
of  regular  price  support  loan  activity,  savings  of  $355  million  in 
initial  lending  outlays  for  the  facility  loan  program  are  projected 
for  the  period  fiscal  year  1981-84. 

The  farm  storage  facility  loan  program  is  designed  to  provide 
financial  assistance  to  producers  needing  onfarm  storage  and 
drying  facilities  for  various  agricultural  commodities.  Adequate 
storage  and  drying  facilities  enable  the  producer  to  use  the  com- 
modity loan  program  to  good  advantage  by  encouraging  the  orderly 
marketing  and  utilization  of  commodities  on  and  off  the  farm.  The 
program  is  active  in  48  States  with  the  heaviest  activity  being  in 
the  corn,  wheat,  and  soybean  producing  States. 

Producers  of  grain  and  certain  other  commodities,  certain  finan- 
cial institutions,  and  manufacturers  and  suppliers  of  storage  facili- 
ties, dryers,  and  related  handling  equipment  would  be  directly 
affected  by  the  proposed  change.  Indirect  impacts  would  accrue  to 
handlers  and  users  of  grains  and  other  agricultural  commodities. 
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Producers  applying  for  loans  would  be  required  to  provide  infor- 
mation on  crop  production,  existing  storage  capacity,  and  financial 
information.  A  discretionary  program  would  operate  basically  in 
the  same  manner  as  current  or  past  programs.  However,  greater 
flexibility  would  be  provided  in  establishing  interest  rates,  loan 
size,  downpayment  percentage,  length  of  loans,  and  materials  cov- 
ered by  the  loan  for  adjusting  the  program  to  meet  the  changing 
needs  of  farmers.  Additional  regulations,  instructions,  and  forms 
should  not  be  necessary.  Paperwork  for  the  U.S.  Department  of 
Agriculture  should  not  increase.  Participation  in  the  program 
would  be  voluntary. 

FARM  CREDIT  PROGRAMS 

Emergency  loans. — The  bill  provides  for  repeal  of  the  5  percent 
interest  rate  ceiling  on  emergency  loans  for  the  amount  of  actual 
loss  made  to  borrowers  who  cannot  obtain  credit  elsewhere,  and  for 
raising  the  interest  rate  on  such  loans  up  to  a  rate  based  on  the 
cost  of  Treasury  borrowing.  Actual  loss  loans  usually  represent 
only  a  relatively  small  portion  of  a  producer's  total  credit  need. 
Consequently,  the  increase  in  the  interest  rate  on  these  loans  is  not 
expected  to  have  a  significant  effect  on  total  credit  costs  for  either 
individual  producers  or  agricultural  producers  in  the  aggregate. 
There  would,  however,  be  substantial  savings  in  federal  costs  for 
interest  subsidies. 

Limited  resource  producers. — The  bill  provides  for  interest  rates 
on  farm  operating  and  farm  ownership  loans  to  limited  resource 
producers  to  be  based  on  the  cost  of  Treasury  borrowing  less  three 
percent.  Currently,  such  loans  are  being  made  at  seven  percent  for 
farm  operating  and  five  percent  for  farm  ownership.  These  rates 
would  be  raised  to  about  11.5  percent  for  farm  operating  and  about 
10.25  percent  for  farm  ownership.  It  is  anticipated  that  most  limit- 
ed resource  applicants  would  be  able  to  afford  the  higher  rates,  in 
some  cases,  by  cutting  back  on  the  amount  of  credit  they  borrow. 

The  bill  also  reduces  the  share  of  the  farm  operating  and  farm 
ownership  program  that  must  be  used  for  limited  resource  produc- 
ers from  25  percent  to  15  percent.  This  change  reflects  the  narrow- 
er gap  in  the  interest  rates  on  limited  resource  and  regular  loans. 
More  borrowers  should  be  able  to  afford  the  rates  on  regular  loans, 
which  are  already  based  on  the  cost  of  Treasury  borrowing. 

These  changes  would  bring  rates  on  farm  operating  and  farm 
ownership  loans  more  in  line  with  rates  on  loans  made  by  private 
lenders.  They  would  reduce  federal  costs  for  interest  subsidies  with- 
out imposing  a  significant  burden  on  borrowers. 

Farm  operating  loans. — The  bill  imposes  a  $1,325  million  cap  on 
farm  operating  loans.  This  cap  is  substantially  above  the  $850 
million  that  is  available  in  fiscal  year  1981.  The  increase  would  be 
used  largely  to  assist  family  farmers  who  have  received  economic 
emergency  loans  and  require  additional  loans  for  annual  operating 
expenses.  The  economic  emergency  loan  program  expires  at  the 
end  of  fiscal  year  1981. 

Farm  ownership  loans. — The  bill  also  imposes  a  $700  million  cap 
on  farm  ownership  loans,  down  slightly  from  the  fiscal  year  1981 
level  of  $820  million  with  $30  million  deferable.  To  offset  this  small 
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reduction,  it  is  anticipated  that  more  emphasis  will  be  given  to 
guaranteed  loans. 

RURAL  DEVELOPMENT  LOANS  AND  GRANTS 

Interest  rates. — The  bill  provides  for  interest  rates  on  water  and 
waste  disposal  and  other  essential  community  facility  loans  to  be 
based  on  current  market  yields  for  municipal  bonds  of  comparable 
maturity  less  three  percent.  Currently,  interest  rates  on  these 
loans  are  limited,  by  law,  to  five  percent.  Municipal  bond  rates  are 
now  averaging  about  10  percent. 

It  is  anticipated  that  most  applicants  for  water  and  waste  dispos- 
al and  community  facility  loans  would  be  able  to  afford  an  increase 
in  the  interest  rates  on  these  loans  of  about  3.5  percent.  Conse- 
quently, there  is  not  likely  to  be  an  adverse  impact  on  the  avail- 
ability of  the  facilities  financed  by  these  loans  in  rural  areas.  User 
costs  of  these  facilities  will,  however,  increase  to  offset  the  addi- 
tional cost  of  borrowing.  And,  if  interest  rates  continue  to  increase 
due  to  inflation  and  other  economic  conditions,  some  rural  commu- 
nities may  choose  to  forego  improvements  and  acquisitions  of  such 
facilities.  On  the  other  hand,  if  economic  conditions  improve  and 
interest  rates  decline,  municipal  bond  yields  should  also  come  down 
such  that  interest  rates  on  water  and  waste  disposal  and  other 
essential  community  facility  loans  would  not  exceed  the  existing 
five  percent  ceiling  by  more  than  one  or  two  percent. 

Repeal  of  the  5  percent  ceiling  would,  of  course,  provide  relief 
from  the  substantial  federal  subsidy  costs  now  being  incurred  on 
these  loans. 

Water  and  waste  disposal  grants. — The  bill  imposes  a  $100  mil- 
lion cap  on  this  program,  which  is  about  one-half  of  the  $203 
million  that  is  available  for  fiscal  year  1981.  The  impact  of  this 
reduction  on  the  number  of  water  and  waste  disposal  facilities  that 
could  be  financed  is  difficult  to  determine  because  it  is  anticipated 
that  there  will  be  more  emphasis  given  to  new  low-cost  technol- 
ogies that  would  allow  more  effective  use  of  the  funds  available. 
Communities  with  health  hazards  and  other  emergency  situations 
will  continue  to  receive  assistance. 

Water  and  waste  disposal  loans. — The  bill  also  imposes  a  $300 
million  cap  on  water  and  waste  disposal  loans,  compared  to  $750 
million  available  in  fiscal  year  1981.  As  mentioned  in  the  above 
section  on  the  grant  program,  emphasis  on  new  low-cost  technol- 
ogies is  expected  to  minimize  the  impact  on  the  number  of  facilities 
that  could  be  funded. 

Community  facility  loan. — The  program  would  also  be  reduced  by 
one-half  from  the  fiscal  year  1981  level  of  $260  million,  down  to 
$130  million  for  fiscal  year  1982.  This  reduction  would  affect  only  a 
relatively  small  number  of  rural  communities.  It  is  anticipated 
that  the  more  affluent  of  these  communities  would  seek  financing 
through  the  municipal  bond  market. 

RURAL  ELECTRIFICATION  ACT  AMENDMENTS 

The  Committee  has  recommended  increasing  interest  rates  on 
some  Rural  Electrification  Act  (REA)  electric  and  telephone  in- 
sured loans  from  2  percent  to  5  percent.  However,  2  percent  loans 
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could  still  be  made  in  cases  of  extreme  hardship.  No  regulatory 
impact  is  estimated  from  this  change.  This  provision  will  have  no 
effect  on  the  overall  loan  activity  of  the  REA.  While  it  will  in- 
crease interest  costs  to  some  borrowers,  it  is  expected  that  rural 
electric  and  telephone  consumers  served  by  REA  borrowers  should 
continue  to  receive  adequate  service  at  rates  comparable  to  those 
charged  to  customers  of  non-REA  financed  utilities. 

The  legislation  also  provides  access  to  the  Federal  Financing 
Bank  for  REA  guaranteed  loans.  There  is  no  regulatory  impact 
estimated  from  this  change. 

PUBLIC  LAW  480 

Under  current  law,  the  President  is  authorized  to  make  loans 
under  Public  Law  480  payable  as  principal  and  interest.  Funds, 
however,  shall  not  be  loaned  at  a  rate  of  interest  less  than  3 
percent  per  year  commencing  not  later  than  10  years  following  the 
date  on  which  funds  are  initially  made  available  under  the  loan, 
during  which  10-year  period  the  rate  of  interest  shall  not  be  lower 
than  2  percent  per  year.  The  amendment  would  increase  the  inter- 
est payable  to  6  and  4  percent,  respectively.  This  increase  in  inter- 
est would  increase  the  cost  of  Public  Law  480  financing  to  recipient 
countries  beginning  in  fiscal  year  1982  and  would  increase  receipts 
to  the  Commodity  Credit  Corporation.  No  change  in  paperwork  is 
anticipated.  The  amendment  would  not  increase  regulatory  bur- 
dens upon  the  public. 

The  amendment  also  eliminates  the  cargo  preference  require- 
ment under  Public  Law  480.  Current  law  provides  that  at  least  50 
percent  of  the  gross  tonnage  be  transported  on  privately  owned 
U.S.  flag  commercial  vessels.  The  amendment  would  reduce  paper- 
work and  manpower  requirements  of  the  U.S.  Government  and 
possibly  recipient  Public  Law  480  countries.  The  amendment  would 
also  reduce  Public  Law  480  appropriation  since  it  would  eliminate 
the  need  for  the  program  to  pay  an  ocean  freight  rate  differential 
in  order  to  ensure  at  least  50  percent  participation  by  private  U.S. 
flag  vessels. 

USDA  PERSONNEL  REDUCTION 

The  provision  adopted  by  the  Committee  would  establish  a  per- 
sonnel ceiling  for  the  Department  of  Agriculture  at  the  1981  per- 
sonnel level  of  118,360  staff  years.  The  ceiling  is  applicable  to  fiscal 
years  1982,  1983,  and  1984.  Since  the  provision  is  designed  to  limit 
expansion  by  the  Department  above  current  personnel  levels  but 
would  not  necessitate  personnel  cuts  it  is  estimated  that  there  will 
be  no  regulatory  impact.  Furthermore,  since  the  provision  is  in- 
tended to  be  implemented  by  holding  down  growth  primarily  in 
supervisory  and  administrative  functions,  program  implementation 
will  not  be  adversely  affected. 

ALCOHOL  FUELS 

The  Committee  has  recommended  a  reduction  in  authorization 
for  the  alcohol  fuels  program  by  $140  million.  Since  the  authorized 
funds  for  this  program  have  already  been  rescinded,  it  is  estimated 
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that  the  Committee's  action  in  reducing  the  authorization  levels  for 
the  program  will  have  no  regulatory  impact. 

FOOD  STAMPS 

The  provisions  of  the  reconciliation  bill  relating  to  the  Food 
Stamp  Act  will,  on  balance,  reduce  Federal  and  State  administra- 
tive responsibilities  and  attendant  costs. 

There  are  now  54  State  or  territorial  agencies  that  administer 
the  food  stamp  program.  The  elimination  of  the  outreach  and 
bilingual  requirements  of  present  law  as  required  program  activi- 
ties will  increase  State  flexibility  and  reduce  paperwork  currently 
required  by  Federal  regulation.  Several  provisions  will  reduce  the 
number  of  households  eligible  to  participate  in  the  program,  and 
thereby  reduce  the  attendant  paperwork  and  recordkeeping  associ- 
ated with  those  households.  The  130  percent  income  limit  will  help 
to  lessen  the  overall  caseload  by  an  estimated  5.5  percent  of  pres- 
ent caseload  according  to  the  Administration  (2  to  3  percent  accord- 
ing to  the  Congressional  Budget  Office).  Tightening  the  definition 
of  eligible  households  should  also  serve  to  consolidate  applications 
and  thereby  reduce  paperwork  now  associated  with  separate  appli- 
cations often  made  by  several  members  of  the  same  household.  The 
elimination  of  strikers  from  eligibility  will  also  reduce  paperwork. 
Under  current  law,  strikers  have  been  determined  to  be  eligible  as 
a  result  of  the  loss  of  income  during  a  strike.  Because  their  tenure 
in  the  program  is  temporary,  their  elimination  will  reduce  the 
administrative  expense  of  initiating  and  then  terminating  (usually 
within  several  months)  eligibility.  Special  procedure  to  accommo- 
date striking  workers  will  further  reduce  State  and  Federal  admin- 
istrative costs. 

There  are  232,000  retailers  and  2.192  wholesalers  currently 
taking  part  in  the  food  stamp  program.  There  are  also  1,441  non- 
profit-meal delivery  services,  2,556  nonprofit  communal  dining 
services,  609  profit  communal  dining  services,  and  932  alcoholic 
and/or  drug  treatment  programs.  One  provision  will  eliminate  resi- 
dents of  the  alcoholic  and/or  drug  treatment  centers  from  the 
program.  Their  ineligibility  removes  requirements  regarding  cen- 
tral reporting  to  the  State  agency  on  participating  residents  and 
conversely  results  in  removal  of  State  responsibilities  in  certifying 
residents. 

There  are  some  provisions  within  the  food  stamp  portion  of  the 
reconciliation  recommendations  that  are  likely  to  increase  State 
administrative  responsibilities  or  paperwork.  However,  inasmuch 
as  these  provisions  reduce  overall  costs  and  program  abuse,  their 
implementation  is  essential.  Additional  requirements  include  man- 
dated retrospective  accounting  and  periodic  reporting  for  all  but 
the  elderly,  blind,  and  disabled  by  October  1,  1983,  in  order  to  allow 
more  accurate  computation  of  households'  food  stamp  allotments; 
broadened  fraud  and  nonfraud  penalty  and  collection  activities  and 
reporting  (partially  offset  by  enhanced  State  share  of  recoveries); 
and  requiring  new  proration  of  benefits  on  a  daily  basis  for  the 
initial  month  of  participation. 
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PRIVACY  IMPACT 

States  are  required  to  report  individual  disqualifications  to  the 
Department  of  Agriculture  for  transmittal  to  other  State  agencies 
in  order  to  centralize  the  reporting  of  disqualifications.  This  is 
needed  to  impose  any  disqualification  even  though  the  individual 
leaves  the  jurisdiction  of  the  disqualifying  State  agency.  This  provi- 
sion is  designed  to  strengthen  provisions  of  existing  law  dealing 
with  fraud  and  abuse. 

IMPLEMENTATION 

Amendment  of  program  regulations  will  be  necessary  to  imple- 
ment the  provisions  of  the  new  food  stamp  provisions  of  this  legis- 
lation. As  with  previous  regulation  changes,  State  agencies  must 
make  operational  changes,  prepare  staff  instructions,  conduct 
training,  revise  forms  and  reporting  procedures,  and  coordinate  the 
implementation  of  certain  of  the  provisions  with  agencies  such  as 
local  employment  offices  and  law  enforcement  officials.  With  the 
possible  exception  of  retrospective  accounting  and  periodic  report- 
ing, the  program  modifications  resulting  from  these  changes  will 
be,  at  most,  moderate,  because  there  are  few  brand  new  provisions; 
rather  revisions  or  deletions  of  existing  rules.  Therefore,  it  is  an- 
ticipated that  States  will  need  only  to  adjust  current  program 
systems  to  implement  this  new  legislation. 

SCHOOL  LUNCH  AND  CHILD  NUTRITION  PROGRAMS 

Individuals  and  agencies  affected 

Participation  in  the  child  nutrition  programs  administered  under 
the  National  School  Lunch  Act  and  the  Child  Nutrition  Act  of  1966 
is  voluntary  on  the  part  of  States  and  institutions  operating  the 
programs,  as  well  as  on  the  part  of  the  children  who  receive 
program  benefits. 

The  provisions  recommended  by  the  Committee  therefore  impact 
only  on  those  States,  individuals  and  program  administrators  that 
choose  to  participate.  They  do  not  otherwise  impose  Federal  stand- 
ards on  individuals  or  program  administrators.  Regulation  is  only 
imposed  once  program  application  occurs. 

The  Committee  recommends  tightening  program  eligibility,  re- 
ducing federal  subsidies  to  non-needy  children,  and  eliminating  or 
limiting  the  provision  of  non-essential  or  duplicative  services.  At 
the  same  time,  the  Committee  makes  recommendations  which  will 
more  accurately  target  benefits  to  those  who  are  eligible,  and 
which  will  simplify  reporting  and  accounting  requirements  made  of 
program  administrators. 

The  provisions  of  the  recommendations  will  both  increase  and 
decrease  administrative  responsibilities.  Increased  responsibilities 
will  result  from  requirements  that  States  and  local  school  authori- 
ties undertake  any  such  verification  as  the  Secretary  may  by  regu- 
lation prescribe.  The  Committee  recommends  relaxing  regulatory 
requirements,  however,  by  requiring  that  the  Secretary  make 
changes  in  nutritional  and  other  program  requirements  within  90 
days  of  enactment  to  effect  cost  savings  on  the  local  level.  It  also 
recommends  eliminating  current  cost  accounting  requirements,  and 
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extending  the  "offer  versus  serve"  currently  allowed  in  junior  high 
schools  to  elementary  schools. 

Several  programs  would  be  either  eliminated  or  reduced  in  scope. 
These  changes  will  decrease  the  administrative  workload  of  pro- 
gram administrators.  Both  summer  food  service  and  food  service 
equipment  assistance  would  be  terminated,  and  the  special  milk 
program  would  be  restricted  to  schools  that  offer  no  other  USDA 
meal  programs. 

PRIVACY  IMPACT 

The  Committee  recommends  altering  some  personal  privacy  pro- 
visions in  current  program  operations  by  requiring  that  applicants 
for  free  or  reduced  price  meals  provide  social  security  numbers  as 
well  as  documentation  of  current  income  as  a  condition  for  eligibil- 
ity. This  is  intended  to  allow  program  administrators  to  more 
accurately  determine  eligibility  for  free  and  reduced  meals,  and  to 
allow  them  to  comply  with  the  income  verification  requirements 
imposed  to  help  reduce  program  fraud  and  abuse. 

Rollcall  Votes 

In  accordance  with  paragraphs  7(b)  and  7(c)  of  Rule  XXVI  of  the 
Standing  Rules  of  the  Senate,  it  is  announced  that — 

(1)  A  motion  was  offered  to  report  to  the  Committee  on  the 
Budget  the  legislative  changes  within  the  jurisdiction  of  the  Senate 
Committee  on  Agriculture,  Nutrition,  and  Forestry  necessary  to 
comply  with  the  Federal  spending  levels  imposed  by  passage  of  the 
First  Concurrent  Budget  Resolution.  The  motion  was  approved  by  a 
12  to  5  vote  as  follows: 

Yeas:  Dole,  Hayakawa  (by  proxy),  Lugar  (by  proxy),  Cochran, 
Bosch witz  (by  proxy),  Jepsen,  Hawkins  (by  proxy),  Andrews  (by 
proxy),  Huddleston,  Boren,  Dixon  (by  proxy),  and  Helms. 

Nays:  Leahy,  Zorinsky  (by  proxy),  Melcher,  Pryor,  and  Heflin  (by 
proxy). 

(2)  A  motion  was  offered  to  amend  the  provisions  of  S.  944.  The 
motion  directed  a  1  percent  reduction  in  USDA  personnel  to 
achieve  approximately  $25  million  in  Federal  savings  in  fiscal  year 
1982,  and  a  1.5  percent  reduction  in  USDA  personnel  to  achieve 
approximately  $37  million  in  Federal  savings  for  fiscal  year  1983. 
The  motion  further  directed  that  one  half  of  the  personnel  reduc- 
tions be  administrative  and  supervisory  positions  at  the  Washing- 
ton headquarters.  The  motion  was  approved  by  a  10  to  2  vote  as 
follows: 

Yeas:  Boschwitz,  Andrews,  Huddleston,  Zorinsky,  Melcher,  Pryor, 
Boren,  Dixon,  Heflin,  and  Helms. 
Nays:  Lugar  (by  proxy),  Cochran. 

(3)  A  motion  was  offered  to  amend  the  provisons  of  S.  944  to 
maintain  the  5-percent  ceiling  on  the  interest  rates  for  water  and 
waste  disposal  and  community  facility  loans  for  communities  of 
2,500  population  or  less.  The  motion  was  defeated  by  a  5  to  8  vote 
as  follows: 

Yeas:  Zorinsky,  Melcher,  Pryor,  Boren,  and  Heflin. 
Nays:  Dole  (by  proxy),  Hayakawa  (by  proxy),  Lugar  (by  proxy), 
Cochran,  Jepsen  (by  proxy),  Huddleston,  Dixon,  and  Helms. 
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(4)  A  motion  was  offered  to  accept  the  provisions  of  S.  944.  The 
motion  was  defeated  by  a  7  to  7  vote  as  follows: 

Yeas:  Dole  (by  proxy),  Hayakawa  (by  proxy),  Lugar  (by  proxy), 
Cochran,  Jepsen  (by  proxy),  Huddleston,  and  Helms. 

Nays:  Leahy  (by  proxy),  Zorinsky,  Melcher,  Pryor,  Boren,  Dixon, 
and  Heflin. 

(5)  A  motion  was  offered  to  accept  the  provisons  of  S.  945  as 
modified  to  (1)  restore  the  provisons  of  the  Consolidated  Farm  and 
Rural  Development  Act  authorizing  emergency  loans  for  farmers 
who  can  obtain  credit  elsewhere  and  (2)  authorize  the  Secretary  of 
Agriculture  to  set  the  interest  rate  for  such  emergency  loans  at  a 
level  not  to  exceed  the  prevailing  private  market  interest  rate  for 
similar  loans.  The  motion  was  approved  by  a  7  to  6  vote  as  follows: 

Yeas:  Dole  (by  proxy),  Hayakawa  (by  proxy),  Lugar  (by  proxy), 
Cochran,  Jepsen  (by  proxy),  Huddleston,  and  Helms. 

Nays:  Zorinsky,  Melcher,  Pryor,  Boren,  Dixon,  and  Heflin. 

(6)  A  motion  was  offered  to  accept  the  provisions  of  S.  1254  to 
limit  reimbursements  for  the  special  milk  program  to  schools  and 
institutions  that  do  not  participate  in  other  National  School  Lunch 
Act  or  Child  Nutrition  Act  programs. 

The  motion  was  accepted  by  a  9  to  6  vote  as  follows: 

Yeas:  Dole  (by  proxy),  Hayakawa  (by  proxy),  Lugar  (by  proxy), 

Cochran,  Boschwitz  (by  proxy),  Jepsen  (by  proxy),  Huddleston, 

Boren,  and  Helms. 

Nays:  Andrews,  Leahy  (by  proxy),  Zorinsky  (by  proxy),  Melcher, 

Pryor,  and  Dixon. 

(7)  A  motion  was  offered  to  eliminate  the  summer  food  service 
program  by  repealing  section  13  of  the  National  School  Lunch  Act. 

The  motion  was  accepted  by  a  10  to  5  vote  as  follows: 
Yeas:  Dole  (by  proxy),  Hayakawa  (by  proxy),  Lugar  (by  proxy), 
Cochran,  Boschwitz  (by  proxy),  Jepsen  (by  proxy),  Andrews,  Hudd- 
leston, Boren,  and  Helms. 

Nays:  Leahy,  Zorinsky  (by  proxy),  Melcher,  Pryor,  and  Dixon. 

(8)  A  motion  was  offered  to  accept  additional  direct  spending 
reductions  in  Farmers  Home  Administration  loan  programs.  The 
amendment  would:  (1)  provide  that  the  interest  rate  on  insured 
farm  operating  loans  shall  not  be  less  than  the  cost  of  money  to  the 
Government  for  similar  obligations;  (2)  decrease  the  authorized 
level  of  farm  ownership  loans  from  $1.4  billion  to  $700  million  for 
insured  loans,  and  for  guaranteed  loans  the  level  would  be  in- 
creased from  $100  million  to  $125  million;  (3)  increase  the  author- 
ized level  of  insured  farm  operating  loans  from  $1.15  billion  to 
$1,325  billion;  and  (4)  decrease  the  authorized  level  of  insured 
water  and  sewer  facility  loans  from  $1  billion  to  $300  million,  and 
decrease  the  authorized  level  of  insured  community  facility  loans 
from  $500  million  to  $130  million.  The  motion  was  defeated  by  a  7 
to  8  vote  as  follows: 

Yeas:  Hayakawa  (by  proxy),  Lugar  (by  proxy),  Cochran,  Jepsen, 
Hawkins  (by  proxy),  Huddleston,  and  Helms. 

Nays:  Boschwitz,  Andrews,  Leahy  (by  proxy),  Zorinsky,  Melcher, 
Pryor,  Dixon,  and  Heflin. 

(9)  A  motion  was  offered  to  authorize  loan  levels  for  fiscal  year 
1982  for  insured  water  and  sewer  loans  at  $300  million  and  for 
insured  community  facility  loans  at  $130  million.  The  interest  rate 
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on  the  loans  would  be  at  3  points  below  the  municipal  bond  rate 
for  all  loans.  The  motion  was  approved  by  a  10  to  5  vote  as  follows: 

Yeas:  Dole,  Hayakawa  (by  proxy),  Lugar,  Cochran,  Jepsen,  Haw- 
kins (by  proxy),  Huddleston,  Boren,  Dixon,  and  Helms. 

Nays:  Leahy  (by  proxy),  Melcher,  Heflin,  Zorinsky  (by  proxy), 
and  Pryor. 

(10)  A  motion  was  offered  to  authorize  loan  levels  for  fiscal  year 
1982  for  the  insured  farm  operating  loan  program  at  $1,325  billion 
and  the  insured  farm  ownership  loan  program  at  $700  million.  The 
motion  also  would  direct  that  at  least  15  percent  of  loan  funds 
must  go  to  limited  resource  borrowers  discounted  3  percent  below 
the  basic  interest  rate.  The  basic  interest  rate  would  be  the  cost  of 
money  to  the  Government  for  obligations  with  comparable  maturi- 
ties. The  motion  was  approved  by  a  12  to  5  vote  as  follows: 

Yeas:  Dole,  Hayakawa  (by  proxy),  Lugar,  Cochran,  Boschwitz, 
Jepsen,  Hawkins  (by  proxy),  Andrews,  Huddleston,  Boren,  Dixon, 
and  Helms. 

Nays:  Leahy  (by  proxy),  Zorinsky  (by  proxy),  Melcher,  Pryor,  and 
Heflin. 

(11)  A  motion  was  offered  to  amend  the  Agricultural  Trade  De- 
velpment  and  Assistance  Act  of  1954  by  adding  a  new  section  414 
to  read  as  follows:  The  provisions  of  the  cargo  preference  laws  shall 
not  apply  to  transportation  of  commodities  financed  under  the 
authority  of  title  I  or  made  available  under  title  II  of  this  Act.  The 
motion  was  approved  by  a  10  to  4  vote  as  follows: 

Yeas:  Dole,  Hayakawa  (by  proxy),  Lugar,  Boschwitz,  Jepsen, 
Hawkins  (by  proxy),  Andrews,  Leahy  (by  proxy),  Pryor,  and  Helms. 
Nays:  Cochran,  Huddleston,  Melcher,  and  Heflin. 

Changes  in  Existing  Law 

In  compliance  with  paragraph  12  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill  are 
shown  as  follows  (existing  law  proposed  to  be  omitted  in  enclosed 
in  black  brackets,  new  matter  is  printed  in  italic,  existing  law  in 
which  no  change  is  proposed  is  shown  in  roman): 

Subtitle  A — Grain  Reserves 

Commodity  Credit  Corporation  Charter  Act 

AN  ACT  To  provide  a  Federal  Charter  for  the  Commodity  Credit  Corporation 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  may 
be  cited  as  the  "Commodity  Credit  Corporation  Charter  Act." 

******* 

Sec.  4.  General  Powers.— The  Corporation— 

******* 

(h)  May  contract  for  the  use,  in  accordance  with  the  usual  cus- 
toms of  trade  and  commerce,  of  plants  and  facilities  for  the  physi- 
cal handling,  storage,  processing,  servicing,  and  transportation  of 
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the  agricultural  commodities  subject  to  its  control.  The  Corporation 
shall  have  power  to  acquire  personal  property  necessary  to  the 
conduct  of  its  business  but  shall  not  have  power  to  acquire  real 
property  or  any  interest  therein  except  that  it  may  (a)  rent  or  lease 
office  space  necessary  for  the  conduct  of  its  business  and  (b)  acquire 
real  property  or  any  interest  therein  for  the  purpose  of  providing 
storage  adequate  to  carry  out  effectively  and  efficiently  any  of  the 
Corporation's  programs,  or  of  securing  or  discharging  obligations 
owing  to  the  Corporation,  or  of  otherwise  protecting  the  financial 
interests  of  the  Corporation:  Provided,  That  the  authority  con- 
tained in  this  subsection  (h)  shall  not  be  utilized  by  the  Corporation 
for  the  purpose  of  acquiring  real  property,  or  any  interest  therein, 
in  order  to  provide  storage  facilities  for  any  commodity  unless  the 
Corporation  determines  that  existing  privately  owned  storage  facil- 
ities for  such  commodity  in  the  area  concerned  are  not  adequate: 
Provided  further,  That  no  refrigerated  cold  storage  facilities  shall 
be  constructed  or  purchased  except  with  funds  specially  provided 
by  Congress  for  that  purpose:  And  provided  further,  That  nothing 
contained  in  this  subsection  (h)  shall  limit  the  duty  of  the  Corpora- 
tion, to  the  maximum  extent  practicable  consistent  with  the  fulfill- 
ment of  the  Corporation's  purposes  and  the  effective  and  efficient 
conduct  of  its  business,  to  utilize  the  usual  and  customary  chan- 
nels, facilities,  and  arrangements  of  trade  and  commerce  in  the 
warehousing  of  commodities:  And  provided  further,  That  to  encour- 
age the  storage  of  grain  on  farms,  where  it  can  be  stored  at  the 
lowest  cost,  the  Corporation  [shall  make  loans]  may  made  loans 
to  grain  growers  needing  storage  facilities  when  such  growers  shall 
apply  to  the  Corporation  for  financing  the  construction  or  purchase 
of  suitable  storage,  and  these  loans  shall  be  deducted  from  the 
proceeds  of  price  support  loans  or  purchase  agreements  made  be- 
tween the  Corporation  and  the  growers:  And  provided  further,  That 
to  encourage  the  storage  of  dry  or  high  moisture  grain,  soybeans, 
and  rice,  and  high  moisture  forage  and  silage  on  farms,  where  the 
commodities  can  be  stored  at  the  lowest  cost,  the  Corporation 
shall — during  the  period  beginning  October  1,  1977,  and  ending 
September  30,  1981 — make  secured  storage  facility  loans  not  to 
exceed  $100,000  to  growers  of  such  commodities  in  amounts  not  less 
than  75  per  centum  of  the  total  construction  cost  of  such  facility, 
including  but  not  limited  to  the  cost  of  structural  and  equipment 
foundations,  electrical  systems,  grain  handling  systems,  drying 
equipment,  and  site  preparation,  or,  in  the  discretion  of  the  Corpo- 
ration, such  loans  may  be  made  in  such  amounts  not  to  exceed 
$100,000  to  cover  remodeling  costs  of  existing  storage  facilities,  as 
are  set  forth  in  regulations  issued  by  the  Secretary;  such  loans 
shall  be  for  a  period  not  to  exceed  ten  years  at  an  interest  rate 
based  upon  the  rate  of  interest  charged  the  Corporation  by  the 
'  United  States  Treasury;  and  the  loans  shall  be  deducted  from  the 
proceeds  of  price  support  loans  or  purchase  agreements  made  be- 
tween the  Corporation  and  the  growers.  Notwithstanding  any  other 
provision  of  law,  the  Commodity  Credit  Corporation  is  authorized, 
upon  terms  and  conditions  prescribed  or  approved  by  the  Secretary 
of  Agriculture,  to  accept  strategic  and  critical  materials  produced 
abroad  in  exchange  for  agricultural  commodities  acquired  by  the 
Corporation.  Insofar  as  practicable,  in  effecting  such  exchange  of 
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goods,  normal  commercial  trade  channels  shall  be  utilized  and 
priority  shall  be  given  to  commodities  easily  storable  and  those 
which  serve  as  prime  incentive  goods  to  stimulate  production  of 
critical  and  strategic  materials.  The  determination  of  the  quanti- 
ties and  qualities  of  such  materials  which  are  desirable  for  stockpil- 
ing and  the  determination  of  which  materials  are  strategic  and 
critical  shall  be  made  in  the  manner  prescribed  by  section  3  of  the 
Strategic  and  Critical  Materials  Stock  Piling  Act  (50  U.S.C.  98  et 
seq.).  Strategic  and  critical  materials  acquired  by  Commodity 
Credit  Corporation  in  exchange  for  agricultural  commodities  shall, 
to  the  extent  approved  by  the  President,  be  transferred  to  the  stock 
pile  provided  for  by  the  Strategic  and  Critical  Materials  Stock 
Piling  Act;  and  when  transferred  to  the  stock  pile  the  Commodity 
Credit  Corporation  shall  be  reimbursed  for  the  strategic  and  critical 
materials  so  transferred  to  the  stock  pile  from  the  funds  made 
available  for  the  purpose  of  the  Strategic  and  Critical  Materials 
Stock  Piling  Act,  in  an  amount  equal  to  the  fair  market  value,  as 
determined  by  the  Secretary  of  the  Treasury,  of  the  material  trans- 
ferred to  the  stock  pile.  Nothing  contained  herein  shall  limit  the 
authority  of  the  Commodity  Credit  Corporation  to  acquire,  hold,  or 
dispose  of  such  quantity  of  strategic  and  critical  materials,  as  it 
deems  advisable  in  carrying  out  its  functions  and  protecting  its 
assets;  Provided,  That,  notwithstanding  any  other  provision  of 
law,  where  a  grain  storage  facility  owned  by  the  Corporation  is  not 
needed  by  the  Corporation  and,  upon  being  offered  for  sale  no 
person  offers  to  pay  the  minimum  price  set  by  the  Corporation  for 
such  facility  for  use  in  connection  with  storage  or  handling  of 
agricultural  commodities,  then  the  Corporation  may,  without  de- 
claring such  facility  to  be  excess  property,  sell  it  by  bids  at  not  less 
than  such  minimum  price  to  any  public  or  private  nonprofit  agency 
or  organization  for  use  for  the  purposes  of  such  agency  or  organiza- 
tion. This  provision  shall  apply  also  to  facilities  which  on  the 
effective  date  of  this  Act  have  been  declared  excess  to  the  needs  of 
the  Commodity  Credit  Corporation  but  have  not  been  claimed  by 
any  other  Government  agency,  or  surplus  to  the  needs  of  the 
Government  but  not  disposed  of  pursuant  to  the  provisions  of  the 
Federal  Property  and  Administrative  Services  Act  of  1949,  as 
amended. 

******* 


Agricultural  Act  of  1949 

AN  ACT  To  stabilize  prices  of  agricultrual  commodities 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  may 
be  cited  as  the  "Agricultural  Act  of  1949." 

TITLE  I— BASIC  AGRICULTURAL  COMMODITIES 

******* 

PRODUCER  STORAGE  PROGRAM  FOR  WHEAT  AND  FEED  GRAINS 

Sec.  110.  (a)  The  Secretary  shall  formulate  and  administer  a 
program  under  which  producers  of  wheat  and,  in  the  discretion  of 
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the  Secretary,  producers  of  feed  grains  will  be  able  to  store  wheat 
and  feed  grains  when  such  commodities  are  in  abundant  supply 
and  extend  the  time  period  for  their  orderly  marketing.  The  Secre- 
tary shall  establish  safeguards  to  assure  that  wheat  and  feed 
grains  held  under  the  program  shall  not  be  utilized  in  any  manner 
to  unduly  depress,  manipulate,  or  curtail  the  free  market.  The 
authority  provided  by  this  section  shall  be  in  addition  to  other 
authorities  available  to  the  Secretary  for  carrying  out  producer 
loan  and  storage  operations. 

(b)  In  carrying  out  the  producer  storage  program,  the  Secretary 
may  provide  original  or  extended  price  support  loans  for  wheat  and 
feed  grains  at  the  same  level  of  support  as  provided  by  this  Act 
under  terms  and  conditions  designed  to  encourage  producers  to 
store  wheat  and  feed  grain  for  extended  periods  of  time  in  order  to 
promote  orderly  marketing  when  wheat  or  feed  grains  are  in  abun- 
dant supply:  Provided,  That  the  Secretary  shall  make  available  to 
producers  for  the  1980  and  1981  crops  of  wheat  and  feed  grains 
price  support  loans  under  the  producer  storage  program  at  such 
levels  as  the  Secretary  determines  necessary  to  mitigate  the  ad- 
verse effects  of  the  restrictions  on  the  export  of  agricultural  prod- 
ucts to  the  Union  of  Soviet  Socialist  Republics  imposed  on  January 
4,  1980,  on  the  market  prices  producers  receive  for  their  crops,  but 
at  not  less  than  $3.30  per  bushel  for  wheat,  $2.40  per  bushel  for 
corn,  and  such  levels  for  the  other  feed  grains  as  the  Secretary 
determines  are  fair  and  reasonable  in  relation  to  the  minimum 
level  for  corn,  taking  into  consideration,  for  barley,  oats,  and  rye, 
the  feeding  value  of  the  commodity  in  relation  to  corn  and  other 
factors  specified  in  section  401(b)  of  this  Act  and,  for  grain  sor- 
ghums, the  feeding  value  and  average  transportation  costs  to 
market  of  grain  sorghums  in  relation  to  corn:  Provided  further, 
That  the  levels  at  which  loans  for  the  1980  and  1981  crops  of  wheat 
and  feed  grains  are  made  available  to  producers  under  the  preced- 
ing proviso  shall  not  be  used  in  determining  the  levels  at  which 
producers  may  repay  loans  and  redeem  commodities  prior  to  the 
maturity  dates  of  the  loans  under  clause  (5)  of  the  second  sentence 
of  this  subsection,  or  the  levels  at  which  the  Secretary  may  call  for 
the  repayment  of  loans  prior  to  their  maturity  dates  under  clause 
(6)  of  the  second  sentence  of  this  subsection.  Among  such  other 
terms  and  conditions  as  the  Secretary  may  prescribe  by  regulation, 
the  program  shall  provide  for  (1)  repayment  of  such  loans  in  not 
less  than  three  years  nor  more  than  five  years;  (2)  payment  to 
producers  of  such  amounts  as  the  Secretary  determines  appropriate 
to  cover  the  cost  of  storing  wheat  and  feed  grains  held  under  the 
program;  (3)  a  rate  of  interest  determined  by  the  Secretary  based 
upon  the  rate  of  interest  charged  the  Commodity  Credit  Corpora- 
tion by  the  United  States  Treasury,  except  that  the  Secretary  may 
waive  or  adjust  such  interest,  and  the  Secretary  shall  waive  such 
interest  on  loans  made  [on  the  1980  and  1981  crops  of  wheat  and 
feed  grains]  on  any  crop  of  wheat  or  feed  grains  during  any  period 
that  the  commercial  export  sale  of  wheat  or  feed  grains,  as  the  case 
may  be,  to  any  country  or  area  has  been  suspended  by  the  President 
or  other  member  of  the  executive  branch  of  the  Federal  Government 
if,  during  such  period,  the  United  States  otherwise  continues  com- 
mercial trade  with  such  country  or  area;  (4)  recovery  of  amounts 
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paid  for  storage,  and  for  the  payment  of  additional  interest  or 
other  charges  in  the  event  such  loans  are  repaid  by  producers 
before  the  market  price  for  wheat  or  feed  grains  has  reached  the 
price  levels  specified  in  clause  (5)  of  this  subsection;  (5)  conditions 
designed  to  induce  producers  to  redeem  and  market  the  wheat  or 
feed  grains  securing  such  loans  without  regard  to  the  maturity 
dates  thereof  whenever  the  Secretary  determines  that  the  market 
price  for  the  commodity  has  attained  a  specified  level,  as  deter- 
mined by  the  Secretary;  and  (6)  conditions  prescribed  by  the  Secre- 
tary under  which  the  Secretary  may  require  producers  to  repay 
such  loans,  plus  accrued  interest  thereon,  refund  amounts  paid  for 
storage,  and  pay  such  additional  interest  and  other  charges  as  may 
be  required  by  regulation,  whenever  the  Secretary  determined  that 
the  market  price  for  the  commodity  is  not  less  than  such  appropri- 
ate level,  as  determined  by  the  Secretary. 

******* 

Subtitle  B — Commodity  Inspection  Fees 
United  States  Cotton  Standards  Act 

AN  ACT  To  establish  and  promote  the  use  of  the  official  cotton  standards  of 
the  United  States  in  interstate  and  foreign  commerce;  to  prevent  deception 
therein  and  provide  for  the  proper  application  of  such  standards;  and  for 
other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act 
shall  be  known  by  the  short  title  of  '  'United  States  Cotton  Stand- 
ards Act." 

[Sec.  5.  That  the  Secretary  of  Agriculture  may  cause  to  be 
collected  such  charges  as  he  may  find  to  be  reasonable  for  licenses 
issued  to  classifiers  of  cotton  under  section  3  and  for  determina- 
tions made  under  section  4  of  this  Act,  and  the  amounts  so  collect- 
ed shall  be  used  by  the  Secretary  of  Agriculture  in  paying  expenses 
of  the  Department  of  Agriculture  connected  therewith.  J 

Sec.  5.  (a)  The  Secretary  of  Agriculture  shall  cause  to  be  collected 
such  fees  and  charges  for  licenses  issued  to  classifiers  of  cotton 
under  section  3  of  this  Act,  for  determinations  made  under  section  4 
of  this  Act,  and  for  the  establishment  of  standards  and  sale  of 
copies  of  standards  under  section  6  of  this  Act,  as  will  cover,  as 
nearly  as  practicable,  and  after  taking  into  consideration  net  pro- 
ceeds from  any  sale  of  samples,  the  costs  incident  to  providing 
services  and  standards  under  such  section,  including  administrative 
and  supervisory  costs.  Such  fees  and  charges  shall  be  credited  to  the 
current  appropriation  that  incurs  the  cost  and  shall  remain  avail- 
able until  expended  to  pay  the  expenses  of  the  Secretary  incident  to 
providing  services  and  standards  under  this  Act  and  the  United 
States  Cotton  Futures  Act  (7  U.S.C.  15b).  The  Secretary  may  provide 
by  regulation  conditions  under  which  cotton  samples  submitted  or 
used  in  the  performance  of  services  authorized  by  this  act  shall 
become  the  property  of  the  United  States  and  may  be  sold  with  the 
proceeds  credited  to  the  foregoing  account:  Provided,  That  such 
cotton  samples  shall  not  be  subject  to  the  provisions  of  the  Federal 
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Property  and  Administrative  Services  Act  of  1949  (40  U.S.C.  471  et 
seq.X 

(b)  The  price  established  by  the  Secretary  of  Agriculture  under  the 
foregoing  provisions  of  this  section  for  practical  forms  representing 
the  official  cotton  standards  of  the  United  States  shall  cover,  as 
nearly  as  practicable,  the  estimated  actual  cost  to  the  Department  of 
Agriculture  for  developing  and  preparing  such  practical  forms. 
******* 


Cotton  Statistics  and  Estimates  Act  of  1927 

AN  ACT  Authorizing  the  Secretary  of  Agriculture  to  collect  and  publish 
statistics  of  the  grade  and  staple  length  of  cotton 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  the  Secre- 
tary of  Agriculture  be,  and  he  is  hereby,  authorized  and  directed  to 
collect  and  publish  annually,  on  dates  to  be  announced  by  him, 
statistics  or  estimates  concerning  the  grades  and  staple  length  of 
stocks  of  cotton,  known  as  the  carry-over,  on  hand  on  the  1st  of 
August  of  each  year  in  warehouses  and  other  establishments  of 
every  character  in  the  continental  United  States;  and  following 
such  publication  each  year,  to  publish,  at  intervals  in  his  discre- 
tion, his  estimate  of  the  grades  and  staple  length  of  cotton  of  the 
then  current  crop:  Provided,  That  not  less  than  three  such  esti- 
mates shall  be  published  with  respect  to  each  crop.  In  any  such 
statistics  or  estimates  published,  the  cotton  which  on  the  date  for 
which  such  statistics  are  published  may  be  recognized  as  tendera- 
ble  on  contracts  of  sale  of  cotton  for  future  delivery  under  the 
United  States  Cotton  Futures  Act  of  August  11,  1916,  as  amended, 
shall  be  stated  separately  from  that  which  may  be  untenderable 
under  said  Act  as  amended. 

SMITH-DOXEY  AMENDMENT 

[Sec.  3a.  The  Secretary  of  Agriculture,  upon  request  in  writing 
from  any  group  of  producers  organized  to  promote  the  improve- 
ment of  cotton  who  comply  with  such  regulations  as  he  may  pre- 
scribe, is  authorized  and  directed  to  determine  and  to  make 
promptly  available  to  such  producers,  the  classification,  in  accord- 
ance with  the  official  cotton  standards  of  the  United  States,  of  any 
cotton  produced  by  them.  The  Secretary  of  Agriculture  is  further 
authorized  to  pay  the  transportation  charges  and  to  furnish  tags 
and  containers  for  the  samples  of  cotton  submitted  for  classifica- 
tion under  this  section,  and  all  samples  of  cotton  so  classified  shall 
become  the  property  of  the  Government,  and  the  proceeds  of  any 
sales  thereof  after  classification  shall  be  covered  into  the  Treasury 
of  the  United  States  as  miscellaneous  receipts.] 

Sec.  3a.  Effective  for  the  fiscal  years  ending  September  30,  1982, 
September  30,  1983,  and  September  30,  1984,  the  Secretary  of  Agri- 
culture is  authorized  and  directed  to  make  cotton  classification 
services  available  to  producers  of  cotton.  The  Secretary  is  further 
directed  to  provide  for  appropriate  agencies  of  the  Department  of 
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Agriculture  to  collect  directly  from  participating  producers  reason- 
able fees  which,  together  with  the  proceeds  of  sales  of  samples 
submitted  under  this  section,  shall  cover  as  nearly  as  practicable 
the  cost  of  the  services  provided  under  this  section,  including  ad- 
ministrative and  supervisory  costs:  Provided,  That  the  Secretary's 
net  cost  estimate  (after  taking  into  account  the  proceeds  from  the 
sale  of  samples)  used  to  calculate  the  per-bale  fee  to  be  collected 
from  producers  for  such  classification  services  shall  not  exceed 
$12,000,000  in  the  fiscal  year  ending  September  30,  1982,  $12,400,000 
in  the  fiscal  year  ending  September  SO,  1983,  and  $13,000,000  in  the 
fiscal  year  ending  September  30,  1984.  All  samples  of  cotton  submit- 
ted for  classification  under  this  section  shall  become  the  property  of 
the  United  States,  and  shall  be  sold:  Provided,  That  such  cotton 
samples  shall  not  be  subject  to  the  provisions  of  the  Federal  Proper- 
ty and  Administrative  Services  Act  of  1949  (40  U.S.C.  471  et  seq.J. 
Fees  collected  under  this  section  and  proceeds  from  sales  of  samples 
shall  be  credited  to  the  current  appropriation  that  incurs  the  cost 
and  shall  remain  available  without  fiscal  year  limitation  to  pay  the 
expenses  of  the  Secretary  incident  to  providing  classification  services 
under  this  section.  If  any  interest  is  earned  on  this  account,  such 
interest  so  earned  shall  be  credited  to  the  account  for  use  by  the 
Secretary  in  providing  such  services.  There  are  authorized  to  be 
appropriated  such  sums  as  may  be  necessary  to  carry  out  the  provi- 
sions of  this  section  to  the  extent  that  financing  is  not  available 
from  fees  and  the  proceeds  from  the  sale  of  samples. 

United  States  Cotton  Futures  Act 

******* 

(f)  Basis  Grade  Contracts .— 

(1)  Conditions. — Each  basis  grade  cotton  futures  contract 
shall  comply  with  each  of  the  following  conditions: 

******* 

(G)  Provision  for  tender  and  settlement  in  accord- 
ance with  government  classification. — Provide  that  all 
tenders  of  cotton  and  settlements  therefor  under  such  con- 
tract shall  be  in  accordance  with  the  classification  thereof 
made  under  the  regulations  of  the  Secretary  by  such  offi- 
cer or  officers  of  the  Government  as  shall  be  designated 
for  the  purpose,  and  the  costs  of  such  classification  shall 
be  fixed,  assessed,  collected,  and  paid  as  provided  [in  such 
regulations.]  in  such  regulations  and  shall  be  credited  to 
the  account  referred  to  in  section  5  of  the  United  States 
Cotton  Standards  Act  (7  U.S.C.  55).  The  Secretary  may 
provide  by  regulation  conditions  under  which  cotton  sam- 
ples submitted  or  used  in  the  performance  of  services  au- 
thorized by  this  Act  shall  become  the  property  of  the  United 
States  and  may  be  sold  with  the  proceeds  credited  to  the 
foregoing  account:  Provided,  That  such  cotton  samples 
shall  not  be  subject  to  the  provisions  of  the  Federal  Proper- 
ty and  Administrative  Services  Act  of 1949  (40  U.S.C.  471  et 
seqj.  The  Secretary  is  authorized  to  prescribe  regulations 
for  carrying  out  the  purposes  of  this  subparagraph  and  the 
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certificates  of  the  officers  of  the  Government  as  to  the 
classification  of  any  cotton  for  the  purposes  of  this  subpar- 
agraph shall  be  accepted  in  the  courts  of  the  United  States 
in  all  suits  between  the  parties  to  such  contact,  or  their 
privies,  as  prima  facie  evidence  of  the  true  classification  of 
the  cotton  involved. 
(2)  Incorporation  of  conditions  in  contracts. — The  provi- 
sions of  paragraphs  (1)  (C),  (D),  (E),  (F),  and  (G)  shall  be  deemed 
fully  incorporated  into  any  such  contract  if  there  be  written  or 
printed  thereon,  or  on  the  memorandums  evidencing  the  same, 
at  or  prior  to  the  time  the  same  is  signed,  the  phrase  "Subject 
to  United  States  Cotton  Futures  Act,  subsection  (f)." 


The  Tobacco  Inspection  Act 

AN  ACT  To  establish  and  promote  the  use  of  standards  of  classification  for  to- 
bacco, to  provide  and  maintain  an  official  tobacco  inspection  service,  and  for 
other  purposes 

******* 

Sec.  5.  That  the  Secretary  is  authorized  to  designate  those  auc- 
tion markets  where  tobacco  bought  and  sold  thereon  at  auction,  or 
the  products  customarily  manufactured  therefrom,  moves  in  com- 
merce. Before  any  market  is  designated  by  the  Secretary  under 
this  section  he  shall  determine  by  referendum  the  desire  of  tobacco 
growers  who  sold  tobacco  at  auction  on  such  market  during  the 
preceding  marketing  season.  The  Secretary  may  at  his  discretion 
hold  one  referendum  for  two  or  more  markets  or  for  all  markets  in 
a  type  area.  No  market  or  group  of  markets  shall  be  designated  by 
the  Secretary  unless  two-thirds  of  the  growers  voting  favor  it.  The 
Secretary  shall  have  access  to  the  tobacco  records  of  the  Collector 
of  Internal  Revenue  and  of  the  several  collectors  of  internal  reve- 
nue for  the  purpose  of  obtaining  the  names  and  addresses  of  grow- 
ers who  sold  tobacco  on  any  auction  market,  and  the  Secretary 
shall  determine  from  said  records  the  eligibility  of  such  grower  to 
vote  in  such  referendum,  and  no  grower  shall  be  eligible  to  vote  in 
more  than  one  referendum.  After  public  notice  of  not  less  than 
thirty  days  that  any  auction  market  has  been  so  designated  by  the 
Secretary,  no  tobacco  shall  be  offered  for  sale  at  auction  on  such 
market  until  it  shall  have  been  inspected  and  certified  by  an 
authorized  representative  of  the  Secretary  according  to  the  stand- 
ards established  under  this  Act,  except  that  the  Secretary  may 
temporarily  suspend  the  requirement  of  inspection  and  certifica- 
tion at  any  designated  market  whenever  he  finds  it  impracticable 
to  provide  for  such  inspection  and  certification  because  competent 
inspectors  are  not  obtainable  or  because  the  quantity  of  tobacco 
available  for  inspection  is  insufficient  to  justify  the  cost  of  such 
service:  Provided,  That,  in  the  event  competent  inspectors  are  not 
available,  or  for  other  reasons,  the  Secretary  is  unable  to  provide 
for  such  inspection  and  certification  at  all  auction  markets  within 
a  type  area,  he  shall  first  designate  those  auction  markets  where 
the  greatest  number  of  growers  may  be  served  with  the  facilities 
available  to  him.  [No  fee  or  charge  shall  be  imposed  or  collected 
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for  inspection  or  certification  under  this  section  at  any  designated 
auction  market.  Nothing  contained  in  this  Act  shall  be  construed 
to  prevent  transactions  in  tobacco  at  markets  not  designated  by  the 
Secretary  or  at  designated  markets  where  the  Secretary  has  sus- 
pended the  requirement  of  inspection  or  to  authorize  the  Secretary 
to  close  any  market.]  The  Secretary  shall  by  regulation  fix  and 
collect  fees  and  charges  for  inspection  and  certification,  the  estab- 
lishment of  standards,  and  other  services  under  this  section  at 
designated  auction  markets.  The  fees  and  charges  authorized  by  this 
section  shall,  as  nearly  as  practicable,  cover  the  costs  of  the  services, 
including  the  administrative  and  supervisory  costs  customarily  in- 
cluded by  the  Secretary  in  user  fee  calculations.  Such  fees  and 
charges,  when  collected,  shall  be  credited  to  the  current  appropri- 
ation that  incurs  the  cost  and  shall  be  available  without  fiscal  year 
limitation  to  pay  the  expenses  of  the  Secretary  incident  to  providing 
services  under  this  Act.  Such  fees  and  charges  shall  be  collected  by 
warehouse  operators  from  the  sellers  of  the  tobacco,  and  such  fees 
and  charges  shall  be  assessed  against  the  warehouse  operator  irre- 
spective of  ownership  or  interest  in  the  tobacco.  The  inspection  and 
related  services  under  this  section  shall  be  suspended  or  denied  if 
the  warehouse  operator  fails  to  collect  or  otherwise  pay  the  fees  and 
charges  imposed  under  this  section.  Tobacco  inspection  or  certifica- 
tion services  provided  to  designated  auction  markets  shall  take 
precedence  over  such  service,  other  than  reinspection,  requested 
under  the  authority  contained  in  section  6  of  this  Act  or  any  other 
provision  of  law.  In  accordance  with  the  Federal  Advisory  Commit- 
tee Act,  the  Secretary  shall  establish  a  national  advisory  committee 
of  tobacco  producers,  and  advisory  subcommittees  for  each  major 
kind  of  tobacco,  to  advise  the  Secretary  with  regard  to  the  level  of 
inspection  and  related  services  and  the  fees  and  charges  therefor. 
The  advisory  committee  and  subcommittees  established  under  this 
section  shall  be  of  permanent  duration.  The  committees  shall  meet 
at  the  call  of  the  Secretary. 

Sec.  6.  That  the  Secretary,  independently  or  in  cooperation  with 
other  branches  of  the  Government,  State  agencies,  or  persons, 
whether  operating  in  one  or  more  jurisdictions,  is  authorized  to 
employ  and/or  license  competent  persons  as  samplers  to  take  offi- 
cial samples  of  tobacco,  or  as  weighers  to  weigh  and  certify  the 
weight  of  tobacco,  or  as  inspectors  of  tobacco  to  determine  and 
certify,  upon  the  request  of  the  owner  or  other  financially  interest- 
ed persons,  the  type,  grade,  weight,  condition,  and/or  such  other 
facts  as  the  Secretary  may  deem  necessary. 

[The  Secretary  is  authorized  to  fix  and  collect  such  fees  or 
charges  in  the  administration  of  this  section  as  he  may  deem 
reasonable,  and  the  moneys  collected,  except  as  provided  in  this 
section,  shall  be  deposited  in  the  Treasury  of  the  United  States  to 
the  credit  of  miscellaneous  receipts.]  The  Secretary  shall  fix  and 
collect  such  fees  or  charges  in  the  administration  of  this  section  as 
will  cover,  as  nearly  as  practicable,  the  costs  of  the  services  pro- 
vided, including  administrative  and  supervisory  costs.  Such  fees 
and  charges  shall  be  credited  to  the  account  referred  to  in  section  5 
of  this  Act.  Fees  or  charges  collected  under  an  agreement  with  a 
State,  municipality,  or  person,  or  by  an  individual  licensed  to  in- 
spect or  weigh  or  sample  tobacco  under  this  Act,  may  be  disposed 
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of  in  accordance  with  the  terms  of  such  agreement  or  license. 
Charges  for  expenses  for  travel  and  subsistence  incurred  by  inspec- 
tors or  weighers  or  samplers  employed  by  the  Secretary  when 
required  to  be  paid  by  the  applicant  for  service,  may  be  credited  to 
the  appropriation,  or  any  other  funds  authorized  in  this  Act  from 
which  they  were  paid. 

This  section  is  intended  merely  to  provide  for  the  furnishing  of 
services  upon  request  of  the  owner  or  other  person  financially 
interested  in  tobacco  to  be  sampled,  inspected,  or  weighed  and  shall 
not  be  construed  otherwise. 

******* 


The  Naval  Stores  Act 

AN  ACT  Establishing  standard  grades  of  naval  stores,  preventing  deception  in 
transactions  in  naval  stores,  regulating  traffic  therein,  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That,  for  conven- 
ience of  reference,  this  Act  may  be  designated  and  cited  as  "The 
Naval  Stores  Act/' 

Sec.  4.  That  the  Secretary  of  Agriculture  shall  provide,  if  practi- 
cable, any  interested  person  with  duplicates  of  the  official  naval 
stores  standards  of  the  United  States  upon  request  accompanied  by 
tender  of  satisfactory  security  for  the  return  thereof,  under  such 
regulations  as  he  may  prescribe.  The  Secretary  of  Agriculture  shall 
examine,  if  practicable,  upon  request  of  any  interested  person,  any 
naval  stores  and  shall  analyze,  classify,  or  grade  the  same  [on 
tender  of  the  cost  thereof  as  required  by  him,]  under  such  regula- 
tions as  he  may  prescribe.  He  shall  furnish  a  certificate  showing 
the  analysis,  classification,  or  grade  of  such  naval  stores,  which 
certificate  shall  be  prima  facie  evidence  of  the  analysis,  classifica- 
tion, or  grade  of  such  naval  stores  and  of  the  contents  of  any 
package  from  which  the  same  may  have  been  taken,  as  well  as  of 
the  correctness  of  such  analysis,  classification,  or  grade  and  shall 
be  admissible  as  such  in  any  court. 

[Sec.  8.  That  there  are  hereby  authorized  to  the  appropriated, 
out  of  any  moneys  in  the  Treasury  not  otherwise  appropriated, 
such  sums  as  may  be  necessary  for  the  administration  and  enforce- 
ment of  this  Act,  and  within  the  limits  of  such  sums  the  Secretary 
of  Agriculture  is  authorized  to  employ  such  persons  and  means  and 
make  such  expenditures  for  printing,  telegrams,  telephones,  books 
of  reference,  periodicals,  furniture,  stationery,  office  equipment, 
travel  and  supplies,  and  all  other  expenses  as  shall  be  necessary  in 
the  District  of  Columbia  and  elsewhere.] 

Sec.  8.  (a)  The  Secretary  of  Agriculture  shall  fix  and  cause  to  be 
collected  fees  and  charges  for  the  establishment  of  standards  under 
section  3  of  this  Act  and  for  examinations,  analyses,  classifications, 
and  other  services  under  section  4  of  this  Act  which  shall  cover,  as 
nearly  as  practicable,  the  costs  of  providing  such  services  and  stand- 
ards as  the  Secretary  shall  deem  necessary,  including  administra- 
tive and  supervisory  costs.  Such  fees  and  charges,  when  collected, 
shall  be  credited  to  the  current  appropriation  that  incurs  such  costs 
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and  shall  be  available  without  fiscal  year  limitation  for  the  pay- 
ment of  expenses  of  the  Secretary  incident  to  providing  such  services 
and  standards  under  this  Act.  Fees  and  charges  shall  be  assessed 
and  collected  from  processors  and  warehousers  of  naval  stores,  and 
inspection  and  related  services  shall  be  suspended  or  denied  to  any 
such  processor  or  warehouser  upon  failure  to  timely  pay  the  fees  and 
charges  assessed. 

(b)  There  are  hereby  authorized  to  be  appropriated,  out  of  any 
moneys  in  the  Treasury  not  otherwise  appropriated,  such  sums  as 
may  be  necessary  for  the  enforcement  and  administration  of  this 
Act. 

******* 

United  States  Warehouse  Act 

That  this  Act  shall  be  known  by  the  short  title  of  "United  States 
Warehouse  Act." 

[Sec.  10.  That  the  Secretary  of  Agriculture,  or  his  designated 
representative,  may  charge,  assess,  and  cause  to  be  collected  a 
reasonable  fee  for  every  examination  or  inspection  of  a  warehouse 
under  this  Act  when  such  examination  or  inspection  is  made  upon 
application  of  a  warehouseman,  and  for  each  license  issued  to  a 
warehouseman  or  to  any  person  to  classify,  inspect,  grade,  sample, 
and/ or  weigh  agricultural  products  stored  or  to  be  stored  under  the 
provisions  of  this  Act,  the  Secretary  of  Agriculture,  or  his  designat- 
ed representative,  may  charge,  assess,  and  cause  to  be  collected  a 
reasonable  fee.  All  such  fees  shall  be  deposited  and  covered  into 
the  Treasury  as  miscellaneous  receipts.] 

Sec.  10.  The  Secretary  of  Agriculture,  or  the  Secretary  designated 
representative,  shall  charge,  assess,  and  cause  to  be  collected  a 
reasonable  fee  for  (1)  each  examination  or  inspection  of  a  warehouse 
(including  the  physical  facilities  and  records  thereof  and  the  agri- 
cultural products  therein)  under  this  Act;  (2)  each  license  issued  to 
any  person  to  classify,  inspect,  grade,  sample,  and/or  weigh  agricul- 
tural products  stored  or  to  be  stored  under  provisions  of  this  Act;  (3) 
each  annual  warehouse  license  issued  to  a  warehouseman  to  con- 
duct a  warehouse  under  this  Act;  and  (4)  each  warehouse  license 
amended,  modified,  extended,  or  reinstated  under  this  Act.  Such 
fees  shall  cover,  as  nearly  as  practicable,  the  costs  of  providing  such 
services  and  license,  including  administrative  and  supervisory  costs: 
Provided,  That  the  amount  of  such  fees  collected  for  cotton  ware- 
house inspections  shall  not  exceed  $400,000  in  the  fiscal  year  ending 
September  30,  1982,  $415,000  in  the  fiscal  year  ending  September  30, 
1983,  and  $430,000  in  the  fiscal  year  ending  September  30,  1984-  All 
fees  collected  shall  be  credited  to  the  current  appropriation  that 
incurs  the  costs  and  shall  be  available  without  fiscal  year  limita- 
tion to  pay  the  expenses  of  the  Secretary  incident  to  providing 
services  under  this  Act.  If  any  interest  is  earned  on  this  account 
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such  interest  shall  be  credited  to  the  account  for  use  by  the  Secre- 
tary in  providing  such  services. 

******* 

[Sec.  31.  That  there  is  hereby  appropriated,  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  the  sum  of  $50,000,  avail- 
able until  expended,  for  the  expenses  of  carrying  into  effect  the 
provisions  of  this  Act,  including  the  payment  of  such  rent  and  the 
employment  of  such  persons  and  means  as  the  Secretary  of  Agri- 
culture may  deem  necessary  in  the  city  of  Washington  and  else- 
where, and  he  is  authorized,  in  his  discretion,  to  employ  qualified 
persons  not  regularly  in  the  service  of  the  United  States  for  tempo- 
rary assistance  in  carrying  out  the  purposes  of  this  Act,  and  out  of 
the  moneys  appropriated  by  this  Act  to  pay  the  salaries  and  ex- 
penses thereof.] 

Sec.  31.  There  are  hereby  authorized  to  be  appropriated  such  sums 
as  are  necessary  to  carry  out  the  provisions  of  this  Act  other  than 
those  services  for  which  fees  are  authorized  pursuant  to  section  10. 
Such  appropriated  funds  may  be  used  by  the  Secretary  to  employ 
qualified  persons  not  regularly  in  the  service  of  the  United  States 
for  temporary  assistance  in  carrying  out  the  provisions  of  this  Act. 


United  States  Grain  Standards  Act 

To  provide  for  United  States  standards  and  a  national  inspection 
and  weighing  system  for  grain  and  for  other  purposes. 

******* 

OFFICIAL  INSPECTION  AUTHORITY 

Sec.  7.  (a)  The  Administrator  is  authorized  to  cause  official  in- 
spection under  the  standards  provided  for  in  section  4  of  this  Act  to 
be  made  of  all  grain  required  to  be  officially  inspected  as  provided 
in  section  5  of  this  Act,  in  accordance  with  such  regulations  as  he 
may  prescribe. 

******* 

[(j)  The  Administrator  shall,  under  such  regulations  as  the  Ad- 
ministrator may  prescribe,  charge  and  collect  reasonable  fees  to 
cover  the  estimated  cost  of  official  inspection  except  when  the 
official  inspection  is  performed  by  a  designated  official  agency  or 
by  a  State  under  a  delegation  of  authority.  The  fees  authorized  by 
this  subsection  shall,  as  nearly  as  practicable  and  after  taking  into 
consideration  any  proceeds  from  the  sale  of  samples,  cover  the 
costs  of  the  Service  incident  to  its  performance  of  official  inspection 
services  in  the  United  States  and  on  United  States  grain  in  Canadi- 
an ports,  excluding  administrative  and  supervisory  costs.  Such  fees, 
and  the  proceeds  from  the  sale  of  samples  obtained  for  purposes  of 
official  inspection  which  become  the  property  of  the  United  States, 
shall  be  deposited  into  a  fund  which  shall  be  available  without 
fiscal  year  limitation  for  the  expenses  of  the  Service  incident  to 
providing  services  under  this  Act.] 

(j)(l)  The  Administrator  shall,  under  such  regulations  as  the  Ad- 
ministrator may  prescribe,  charge  and  collect  reasonable  inspection 


135 


fees  to  cover  the  estimated  cost  to  the  Service  incident  to  the  per- 
formance of  official  inspection  except  when  the  official  inspection  is 
performed  by  a  designated  official  agency  or  by  a  State  under  a 
delegation  of  authority.  The  fees  authorized  by  this  subsection  shall, 
as  nearly  as  practicable  and  after  taking  into  consideration  any 
proceeds  from  the  sale  of  samples,  cover  the  costs  of  the  Service 
incident  to  its  performance  of  official  inspection  services  in  the 
United  States  and  on  United  States  grain  in  Canadian  ports,  in- 
cluding administrative  and  supervisory  costs  related  to  such  official 
inspection  of  grain.  Such  fees,  and  the  proceeds  from  the  sale  of 
samples  obtained  for  purposes  of  official  inspection  which  become 
the  property  of  the  United  States,  shall  be  deposited  into  a  fund 
which  shall  be  available  without  fiscal  year  limitation  for  the 
expenses  of  the  Service  incident  to  providing  services  under  this  Act. 

(2)  Each  designated  official  agency  and  each  State  agency  to 
which  authority  has  been  delegated  under  subsection  (e)  of  this 
section  shall  pay  to  the  Administrator  fees  in  such  amount  as  the 
Administrator  determines  fair  and  reasonable  and  as  will  cover  the 
estimated  costs  incurred  by  the  Service  relating  to  supervision  of 
official  agency  personnel  and  supervision  by  Service  personnel  of  its 
field  office  personnel,  except  costs  incurred  under  paragraph  (3)  of 
subsection  (g)  of  this  section  and  sections  9,  10,  and  14  of  this  Act. 
The  fees  shall  be  payable  after  the  services  are  performed  at  such 
times  as  specified  by  the  Administrator  and  shall  be  deposited  in 
the  fund  created  in  paragraph  (1)  of  this  subsection.  Failure  to  pay 
the  fee  within  thirty  days  after  it  is  due  shall  result  in  automatic 
termination  of  the  delegation  or  designation,  which  shall  be  rein- 
stated upon  payment,  within  such  period  as  specified  by  the  Admin- 
istrator, of  the  fee  currently  due  plus  interest  and  any  further 
expenses  incurred  by  the  Service  because  of  such  termination.  The 
interest  rate  on  overdue  fees  shall  be  prescribed  by  the  Secretary  of 
Agriculture,  but  not  less  than  the  current  average  market  yield  on 
outstanding  marketable  obligations  of  the  United  States  of  compa- 
rable maturity,  plus  an  additional  charge  of  not  to  exceed  1  per 
centum  per  annum  as  determined  by  the  Secretary  of  Agriculture, 
and  adjusted  to  the  nearest  one-eighth  of  1  per  centum. 

(3)  The  total  administrative  and  supervisory  costs  of  providing 
official  inspection  under  section  7  of  this  Act  and  official  weighing 
under  section  7 A  of  this  Act  shall  not  exceed  30  per  centum  of  the 
total  costs  of  providing  the  inspection  and  weighing  services  by  the 
Service. 

WEIGHING  AUTHORITY 

Sec.  7A.  (a)  The  Administrator  shall  cause  official  weighing 
under  standards  or  procedures  provided  for  in  section  4  of  this  Act 
to  be  made  of  all  grain  required  to  be  officially  weighed  as  provided 
in  section  5  of  this  Act,  in  accordance  with  such  regulations  as  the 
Administrator  may  prescribe. 

******* 

[(1)  The  Administrator  shall,  under  such  regulations  as  the  Ad- 
ministrator may  prescribe,  charge  and  collect  reasonable  fees  to 
coyer  the  estimated  costs  of  official  weighing  and  supervision  of 
weighing  except  when  the  official  weighing  or  supervision  of  weigh- 
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ing  is  performed  by  a  designated  official  agency  or  by  a  State  under 
a  delegation  of  authority.  The  fees  authorized  by  this  subsection 
shall,  as  nearly  as  practicable,  cover  the  costs  of  the  Service  inci- 
dent to  its  performance  of  official  weighing  and  supervision  of 
weighing  services  in  the  United  States  and  on  United  States  grain 
in  Canadian  ports,  excluding  administrative  and  supervisory  costs. 
Such  fees  shall  be  deposited  into  a  fund  which  shall  be  available 
without  fiscal  year  limitation  for  the  expenses  of  the  Service  inci- 
dent to  providing  services  under  this  Act.] 

(1) (l)  The  Administrator  shall,  under  such  regulations  as  the  Ad- 
ministrator may  prescribe,  charge  and  collect  reasonable  fees  to 
cover  the  estimated  costs  to  the  Service  incident  to  the  performance 
of  the  functions  provided  for  under  this  section  except  as  otherwise 
provided  in  paragraph  (2)  of  this  subsection.  The  fees  authorized  by 
this  paragraph  shall,  as  nearly  as  practicable,  cover  the  costs  of  the 
Service  incident  to  performance  of  its  functions  related  to  weighing, 
including  administrative  and  supervisory  costs  directly  related 
thereto.  Such  fees  shall  be  deposited  into  the  fund  created  in  section 
7(j)  of  this  Act. 

(2)  Each  agency  to  which  authority  has  been  delegated  under  this 
section  and  each  agency  or  other  person  which  has  been  designated 
to  perform  functions  related  to  weighing  under  this  section  shall 
pay  to  the  Administrator  fees  in  such  amount  as  the  Administrator 
determines  fair  and  reasonable  and  as  will  cover  the  costs  incurred 
by  the  Service  relating  to  supervision  of  the  agency  personnel  and 
supervision  by  Service  personnel  of  its  field  office  personnel  incurred 
as  a  result  of  the  functions  performed  by  such  agencies,  except  costs 
incurred  under  paragraph  (3)  of  section  7(g)  and  sections  9,  10,  and 
14  of  this  Act.  The  fees  shall  be  payable  after  the  services  are 
performed  at  such  times  as  specified  by  the  Administrator  and  shall 
be  deposited  in  the  fund  created  in  section  7(j)  of  this  Act.  Failure 
to  pay  the  fee  within  thirty  days  after  it  is  due  shall  result  in 
automatic  termination  of  the  delegation  or  designation,  which  shall 
be  reinstated  upon  payment,  within  such  period  as  specified  by  the 
Administrator,  of  the  fee  currently  due  plus  interest  and  any  further 
expenses  incurred  by  the  Service  because  of  such  termination.  The 
interest  rate  on  overdue  fees  shall  be  prescribed  by  the  Secretary  of 
Agriculture,  but  not  less  than  the  current  average  market  yield  on 
outstanding  marketable  obligations  of  the  United  States  of  compa- 
rable maturity,  plus  an  additional  charge  of  not  to  exceed  1  per 
centum  per  annum  as  determined  by  the  Secretary  of  Agriculture, 
and  adjusted  to  the  nearest  one-eighth  of  1  per  centum. 

APPROPRIATIONS 

[Sec.  19.  There  are  hereby  authorized  to  be  appropriated  such 
sums  a  are  necessary  for  research  and  development  as  provided  in 
section  16  of  this  Act;  monitoring  in  foreign  ports  grain  officially 
inspected  and  officially  weighed  under  this  Act;  development  and 
issuance  of  rules,  regulations,  and  instructions;  improvement  of 
official  standards  for  grain,  improvement  of  inspection  and  weigh- 
ing procedures  and  equipment,  and  other  activities  authorized  by 
section  4  of  this  Act;  Federal  administrative  and  supervisory  costs 
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related  to  the  official  inspection  or  the  provisions  of  weighing 
services  for  grain;  the  purchase  or  lease  of  any  buildings,  other 
facilities,  or  equipment  necessary  to  carry  out  the  provisions  of  this 
Act;  and  any  other  expenses  necessary  to  carry  out  the  provisions 
of  this  Act  to  the  extent  that  financing  is  not  obtained  from  the 
fees  and  sales  of  samples  as  provided  for  in  sections  7,  7A,  and  17 A 
of  this  Act.] 

Sec.  19.  There  are  hereby  authorized  to  be  appropriated  such  sums 
as  are  necessary  for  standardization  and  compliance  activities  and 
any  other  expenses  necessary  to  carry  out  the  provisions  of  this  Act 
for  each  of  the  fiscal  years  during  the  period  beginning  October  1, 
1981,  and  ending  September  30,  1985,  to  the  extent  that  financing  is 
not  obtained  from  fees  and  sales  of  samples  as  provided  for  in 
sections  7,  7 A,  and  17 A  of  this  Act. 

Sec.  20.  (a)  In  order  to  assure  the  normal  movement  of  grain  in 
an  orderly  and  timely  manner,  the  Secretary  shall  establish  an 
advisory  committee  to  provide  advice  to  the  Administrator  with 
respect  to  the  efficient  and  economical  implementation  of  the 
United  States  Grain  Standards  Act  of  1976.  The  advisory  committee 
shall  consist  of  not  more  than  twelve  members,  appointed  by  the 
Secretary,  representing  the  interests  of  all  segments  of  the  grain 
industry,  including  grain  inspection  and  weighing  agencies.  Mem- 
bers of  the  advisory  committee  shall  be  appointed  not  later  than 
thirty  days  after  the  date  of  enactment  of  this  section. 

(b)  The  advisory  committee  shall  be  governed  by  the  provisions  of 
the  Federal  Advisory  Committee  Act. 

(c)  The  Administrator  shall  provide  the  advisory  committee  with 
necessary  clerical  assistance  and  staff  personnel. 

(d)  Members  of  the  advisory  committee  shall  serve  without  com- 
pensation, if  not  otherwise  officers  or  employees  of  the  United 
States,  except  that  members  shall,  while  away  from  their  homes  or 
regular  places  of  business  in  the  performance  of  services  under  this 
section,  be  allowed  travel  expenses,  including  per  diem  in  lieu  of 
subsistence,  as  authorized  under  section  5703  of  title  5  of  the  United 
States  Code. 

Subtitle  C — Farm  and  Rural  Development  Programs 

Consolidated  Farm  and  Rural  Development  Act 

******* 

Subtitle  A— Real  Estate  Loans 

******* 
Sec.  306.  (a)  *  *  * 

(2)  The  Secretary  is  authorized  to  make  grants  aggregating  not  to 
exceed  $500,000,000  in  any  fiscal  year  to  such  associations  to  fi- 
nance specific  projects  for  works  for  the  development,  storage, 
treatment,  purification,  or  distribution  of  water  or  the  collection, 
treatment,  or  disposal  of  waste  in  rural  areas [.]:  Provided,  That 
for  fiscal  years  commending  after  September  30,  1981,  such  grants 
may  not  exceed  $100,000,000  in  any  fiscal  year.  The  amount  of  any 
grant  made  under  the  authority  of  this  paragraph  shall  not  exceed 
75  per  centum  of  the  development  cost  of  the  project  to  serve  the 
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area  which  the  association  determines  can  be  feasibly  served  by  the 
facility  and  to  adequately  serve  the  reasonably  foreseeable  growth 
needs  of  the  area. 

Sec.  307.  (a)(1)  *  *  * 

(2)  Except  as  otherwise  provided  in  paragraphs  (3),  (4),  and  (5)  of 
this  subsection,  the  interest  rates  on  loans  under  this  subtitle  shall 
be  as  determined  by  the  Secretary,  but  not  in  excess  of  the  current 
average  market  yield  on  outstanding  marketable  obligations  of  the 
United  States  with  remaining  periods  to  maturity  comparable  to 
the  average  maturities  of  such  loans,  plus  not  to  exceed  1  per 
centum,  as  determined  by  the  Secretary,  and  adjusted  to  the  near- 
est one-eighth  of  1  per  centum  [.J:  Provided,  That  the  interest  rate 
shall  be  three  percentage  points  less  than  the  rate  so  determined 
under  this  paragraph  in  the  case  of  low-income,  limited-resource 
borrowers  eligible  for  assistance  under  section  310D. 

[(3)  The  interest  rates  on  loans  (other  than  guaranteed  loans) 
under  section  310D  of  this  title,  and  loans  (other  than  guaranteed 
loans)  to  public  bodies  or  nonprofit  associations  (including  Indian 
tribes  on  Federal  and  State  reservations  and  other  federally  recog- 
nized Indian  tribal  groups)  for  water  and  waste  disposal  facilities 
and  essential  community  facilities  shall  be  as  determined  by  the 
Secretary,  but  not  in  excess  of  5  per  centum  per  annum.] 

(3)  The  interest  rates  on  loans  (other  than  guaranteed  loans)  to 
public  bodies  or  nonprofit  associations  (including  Indian  tribes  on 
Federal  and  State  reservations  and  other  federally  recognized 
Indian  tribal  groups)  for  water  and  waste  disposal  facilities  and 
essential  community  facilities  shall  be  as  determined  by  the  Secre- 
tary of  the  Treasury  taking  into  consideration  the  current  market 
yields  for  outstanding  municipal  obligations  with  remaining  periods 
to  maturity  comparable  to  the  average  maturity  for  such  loans,  less 
three  percentage  points,  and  adjusted  to  the  nearest  one-eighth  of  1 
per  centum. 

******* 
Subtitle  B — Operating  Loans 

Sec.  316.  (a)  The  Secretary  shall  make  all  loans  under  this  subti- 
tle upon  the  full  personal  liability  of  the  borrower  and  upon  such 
security  as  the  Secretary  may  prescribe.  The  interest  rates  on  such 
loans,  except  for  guaranteed  loans,  shall  be  as  determined  by  the 
Secretary,  but  not  in  excess  of  the  current  average  market  yield  on 
outstanding  marketable  obligations  of  the  United  States  with  re- 
maining periods  to  maturity  comparable  to  the  average  maturities 
of  such  loans,  plus  an  additional  charge  not  to  exceed  1  per  centum 
as  determined  by  the  Secretary,  which  charge  shall  be  deposited  in 
the  Rural  Development  Insurance  Fund  or  the  Agricultural  Credit 
Insurance  Fund,  as  appropriate,  and  adjusted  to  the  nearest  one- 
eighth  of  1  per  centum.  The  interest  rate  on  any  guaranteed  loan 
made  under  this  subtitle  shall  be  such  rate  as  may  be  agreed  upon 
by  the  borrower  and  lender,  but  not  in  excess  of  a  rate  as  may  be 
determined  by  the  Secretary  [  J  :  Provided,  That  the  interest  rate 
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shall  be  three  percentage  points  less  than  the  rate  so  determined  in 
the  case  of  low-income,  limited-resource  borrowers. 

******* 

Subtitle  C — Emergency  Loans 

Sec.  321.  (a)  The  Secretary  shall  make  and  insure  loans  under 
this  subtitle  only  to  the  extent  and  in  such  amounts  as  provided  in 
advance  in  appropriation  Acts  to  (1)  established  farmers,  ranchers, 
or  persons  engaged  in  aquaculture,  who  are  citizens  of  the  United 
States,  and  (2)  farm  cooperatives  or  private  domestic  corporations 
or  partnerships  in  which  a  majority  interest  is  held  by  members, 
stockholders,  or  partners  who  are  citizens  of  the  United  States  if 
the  cooperative,  corporation,  or  partnership  is  engaged  primarily  in 
farming,  ranching,  or  aquaculture,  where  the  Secretary  finds  that 
the  applicants'  farming,  ranching,  or  aquaculture  operations  have 
been  substantially  affected  by  a  natural  disaster  in  the  United 
States  or  by  a  major  disaster  or  emergency  designated  by  the 
President  under  the  Disaster  Relief  Act  of  1974:  Provided,  That 
they  have  experience  and  resources  necessary  to  assure  a  reason- 
able prospect  for  successful  operation  with  the  assistance  of  such 
loan  and  are  unable  to  obtain  sufficient  credit  elsewhere. 

Sec.  324.  (a)  *  *  * 

(b)  Loans  under  this  subtitle  shall  be  at  rates  of  interest  as 
follows: 

[(1)  For  loans  or  portions  of  loans  up  to  the  amount  of  the 
applicant's  actual  loss  caused  by  the  disaster,  as  limited  under 
subsection  (a)(1)  of  this  section,  the  interest  shall  be  at  rates 
prescribed  by  the  Secretary,  but  (A)  if  the  applicant  is  not  able 
to  obtain  sufficient  credit  elsewhere,  not  in  excess  of  5  per 
centum  per  annum,  and  (B)  if  the  applicant  is  able  to  obtain 
sufficient  credit  elsewhere,  not  in  excess  of  the  current  average 
market  yield  on  outstanding  marketable  obligations  of  the 
United  States  with  remaining  periods  to  maturity  comparable 
to  the  average  maturities  of  such  loans,  plus  an  additional 
charge  of  not  to  exceed  1  per  centum  per  annum  as  determined 
by  the  Secretary,  and  adjusted  to  the  nearest  one-eighth  of  1 
per  centum;  and] 

(1)  For  loans  or  portions  of  loans  up  to  the  amount  of  the 
applicant's  actual  loss  caused  by  the  disaster,  as  limited  under 
subsection  (a)(1)  of  this  section,  the  interest  shall  be  at  rates 
prescribed  by  the  Secretary,  but  (A)  if  the  applicant  is  not  able 
to  obtain  sufficient  credit  elsewhere,  not  more  than  a  rate  deter- 
mined by  the  Secretary  of  the  Treasury  taking  into  considera- 
tion the  current  average  market  yield  on  outstanding  marketa- 
ble obligations  of  the  United  States  with  remaining  periods  to 
maturity  comparable  to  the  average  maturities  of  such  loans, 
plus  an  additional  charge  of  not  to  exceed  1  per  centum  per 
annum  as  determined  by  the  Secretary,  and  adjusted  to  the 
nearest  one-eighth  of  1  per  centum,  and  (B)  if  the  applicant  is 
able  to  obtain  sufficient  credit  elsewhere,  not  in  excess  of  the 
rate  prevailing  in  the  private  market  for  similar  loans,  as  deter- 
mined by  the  Secretary;  and 
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(2)  For  loans  or  portions  of  loans  in  excess  of  the  amount  of 
the  applicant's  actual  loss  caused  by  the  disaster,  as  limited 
under  subsection  (a)(1)  of  this  section.  (A)  the  interest  for  in- 
sured loans  shall  be  at  rates  prevailing  in  the  private  market 
for  similar  loans,  as  determined  by  the  Secretary,  and  (B)  the 
interest  for  guaranteed  loans  shall  be  at  rates  agreed  on  by  the 
borrower  and  lender,  but  not  in  excess  of  such  rates  as  may  be 
determined  by  the  Secretary. 

******* 

Subtitle  D — Administrative  Provisions 

******* 

Sec.  346.  (a)  *  *  * 

(b)  *  *  * 

(c)  *  *  * 

(d)  Notwithstanding  any  contrary  provisions  of  subsection  (b),  for 
fiscal  year  1982,  loans  are  authorized  to  be  insured,  or  made  to  be 
sold  and  insured,  as  follows: 

(1)  from  the  Agricultural  Credit  Insurance  Fund — 

(A)  insured  real  estate  loans  for  farm  ownership  purposes, 
$700,000,000,  and 

(B)  insured  operating  loans,  $1,325,000,000.  Not  less  than 
15  per  centum  of  the  insured  loans  authorized  for  farm 
ownership  purposes  and  not  less  than  15  per  centum  of  the 
insured  loans  authorized  for  farm  operating  purposes  shall 
be  for  low-income,  limited-resources  applicants. 

(2)  from  the  Rural  Development  Insurance  Fund — 

(A)  insured  water  and  waste  disposal  loans,  $300,000,000, 
and 

(B)  insured  community  facility  loans,  $130,000,000. 

******* 

Rural  Electrification  Act  of  1936 

AN  ACT  To  provide  for  rural  electrification,  and  for  other  purposes. 

******* 

TITLE  III 

******* 

Sec.  305.  Insured  Loans;  Interest  Rates  and  Lending 
Levels. — (a)  The  Administrator  is  authorized  to  make  insured 
loans  under  this  title  and  at  the  interest  rates  hereinafter  provided 
to  the  full  extent  of  the  assets  available  in  the  fund,  subject  only  to 
limitations  as  to  amounts  authorized  for  loans  and  advances  as 
may  be  from  time  to  time  imposed  by  the  Congress  of  the  United 
States  for  loans  to  be  made  in  any  one  year,  which  amounts  shall 
remain  available  until  expended:  Provided,  That  the  Congress  in 
the  annual  appropriation  Act  may  also  authorize  the  transfer  of 
any  excess  cash  in  the  fund  for  deposit  into  the  Treasury  as  miscel- 
laneous receipts:  And  provided  further,  That  any  such  loans  and 
advances  shall  not  be  included  in  the  totals  of  the  budget  of  the 
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United  States  Government  and  shall  be  exempt  from  any  general 
limitation  imposed  by  statute  on  expenditures  and  net  lending 
(budget  outlays)  of  the  United  States. 

[(b)  Insured  loans  made  under  this  title  shall  bear  interest  at 
either  2  per  centum  per  annum  (hereinafter  called  the  '  'special 
rate"),  or  5  per  centum  per  annum  (hereinafter  called  the  "stand- 
ard rate").  Loans  bearing  the  special  rate  shall  be  available  only 
for  an  electric  or  telephone  borrower  which  meets  either  of  the 
following  conditions: 

(1)  in  the  case  of  a  telephone  borrower,  had  at  the  end  of  the 
most  recent  calendar  year  ending  at  least  six  months  before 
approval  of  the  loan,  an  average  subscriber  density  of  three  or 
fewer  per  mile;  or 

(2)  in  the  case  of  an  electric  borrower,  had  at  the  end  of  the 
most  recent  calendar  year  ending  at  least  six  months  before 
approval  of  the  loan,  an  average  consumer  density  of  two  or 
fewer  per  mile  or  an  average  adjusted  plant  revenue  ratio  of 
over  9.0,  such  ratio  being  a  simple  average  of  the  ratios  ob- 
tained by  dividing  the  sum  of  its  distribution  plant  and  general 
plant  by  its  annual  gross  revenue  less  cost  of  power  for  that 
calendar  year  and  the  two  immediately  preceding  calendar 
years.  As  used  in  this  subsection  the  sum  of  distribution  plant 
and  general  plant  shall  be  the  total  of  the  amounts  shown  in 
accounts  numbered  360  through  and  including  399  of  the  uni- 
form system  of  accounts  approved,  as  of  the  effective  date  of 
this  amendment,  by  the  Administrator,  for  use  by  Rural  Elec- 
trification Administration  borrowers;  gross  revenue  shall  be 
the  amount  shown  in  account  numbered  400  of  said  system  of 
accounts;  and  the  cost  of  power  shall  be  the  total  of  amounts 
shown  in  accounts  numbered  500  through  and  including  573  of 
said  system  of  accounts  as  the  same  is  constituted:  Provided, 
however,  That  the  Administrator  may,  in  his  sole  discretion, 
make  a  loan  to  a  telephone  or  electric  borrower  at  the  special 
rate  if  he  finds  that  the  borrower: 

(A)  has  experienced  extenuating  circumstances  or  ex- 
treme hardship;  or 

(B)  cannot,  in  accordance  with  generally  accepted  man- 
agement and  accounting  principles,  produce  net  income  or 
margins  before  interest  at  least  equal  to  150  per  centum  of 
its  total  interest  requirements  on  all  outstanding  and  pro- 
posed loans  with  an  interest  rate  greater  than  2  per 
centum  per  annum  on  the  entire  current  loan,  and  still 
meet  the  objectives  of  the  Act,  or 

(C)  cannot,  in  accordance  with  generally  accepted  man- 
agement and  accounting  principles  and  without  an  exces- 
sive increase  in  the  rates  charged  by  such  borrowers  to 
their  consumers  or  subscribers,  provide  service  consistent 
with  the  objectives  of  the  Act.] 

(b)  Insured  loans  made  under  this  title  shall  bear  interest  at  5  per 
centum  per  annum,  except  that  the  Administrator  may  make  in- 
sured loans  to  electric  or  telephone  borrowers,  at  a  lesser  interest 
rate,  but  not  less  than  2  per  centum  per  annum,  if,  in  the  Adminis- 
trator's sole  discretion,  the  Administrator  find  that  the  borrower — 
(V  has  experienced  extreme  financial  hardship;  or 
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(2)  cannot,  in  accordance  with  generally  accepted  manage- 
ment and  accounting  principles  and  without  charging  rates  to 
its  customers  or  subscribers  so  high  as  to  create  a  substantial 
disparity  between  such  rates  and  the  rates  charged  for  similar 
service  in  the  same  or  nearby  areas  by  other  suppliers,  provide 
service  consistent  with  the  objectives  of  this  Act. 

(c)  Loans  made  under  this  section  shall  be  insured  by  the  Admin- 
istrator when  purchased  by  a  lender.  As  used  in  this  Act,  an 
insured  loan  is  one  which  is  made,  held,  and  serviced  by  the 
Administrator,  and  sold  and  insured  by  the  Administrator  hereun- 
der; such  loans  shall  be  sold  and  insured  by  the  Administrator 
without  undue  delay. 

Sec.  306.  Guaranteed  Loans;  Accommodation  and  Subordina- 
tion of  Liens. — The  Administrator  may  provide  financial  assist- 
ance to  borrowers  for  purposes  provided  in  the  Rural  Electrifica- 
tion Act  of  1936,  as  amended,  by  guaranteeing  loans,  in  the  full 
amount  thereof,  made  by  the  Rural  Telephone  Bank,  National 
Rural  Utilities  Cooperative  Finance  Corporation,  and  any  other 
legally  organized  lending  agency,  or  by  accommodating  or  subordi- 
nating liens  or  mortgages  in  the  fund  held  by  the  Administrator  as 
owner  or  as  trustee  or  custodian  for  purchases  of  notes  from  the 
fund,  or  by  any  combination  of  such  guarantee,  accommodation,  or 
subordination.  No  fees  or  charges  shall  be  assessed  for  any  such 
guarantee,  accommodation,  or  subordination.  With  respect  to  guar- 
antees issued  by  the  Administrator  under  this  section,  on  the  re- 
quest of  the  borrower  of  any  such  loan  so  guaranteed,  the  loan  shall 
be  made  by  the  Federal  Financing  Bank  and  at  a  rate  of  interest 
that  is  not  more  than  the  rate  of  interest  applicable  to  other  similar 
loans  then  being  made  or  purchased  by  the  Bank.  Guaranteed  loans 
shall  bear  interest  at  the  rate  agreed  upon  by  the  borrower  and  the 
lender.  Guaranteed  loans,  and  accommodation  and  subordination  of 
liens  or  mortgages,  may  be  made  concurrently  with  [a  loan  in- 
sured at  the  standard  rate]  an  insured  loan.  The  amount  of  guar- 
anteed loans  shall  be  subject  only  to  such  limitations  as  to  amounts 
as  may  be  authorized  from  time  to  time  by  the  Congress  of  the 
United  States:  Provided,  That  any  amounts  guaranteed  hereunder 
shall  not  be  included  in  the  totals  of  the  budget  of  the  United 
States  Government  and  shall  be  exempt  from  any  general  limita- 
tion imposed  by  statute  on  expenditures  and  net  lending  (budget 
outlays)  of  the  United  States.  As  used  in  this  title,  a  guaranteed 
loan  is  one  which  is  initially  made,  held,  and  serviced  by  a  legally 
organized  lending  agency  and  which  is  guaranteed  by  the  Adminis- 
trator hereunder.  A  guaranteed  loan,  including  the  related  guaran- 
tee, may  be  assigned  to  the  extent  provided  in  the  contract  of 
guarantee  executed  by  the  Administrator  under  this  title;  the  as- 
signability of  such  loan  and  guarantee  shall  be  governed  exclusive- 
ly by  said  contract  of  guarantee. 

Sec.  307.  Other  Financing. — When  it  appears  to  the  Adminis- 
trator that  the  loan  applicant  is  able  to  obtain  a  loan  for  part  of 
his  credit  needs  from  a  responsible  cooperative  or  other  credit 
source  at  reasonable  rates  and  terms  consistent  with  the  loan 
applicant's  ability  to  pay  and  the  achievement  of  the  Act's  objec- 
tives, he  may  request  the  loan  applicant  to  apply  for  and  accept 
such  a  loan  concurrently  with  [a  loan  insured  at  the  standard 
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rate]  an  insured  loan,  subject,  however,  to  full  use  being  made  by 
the  Administrator  of  the  funds  made  available  hereunder  for  such 
insured  loans  under  this  title. 

******* 

Subtitle  D— Public  Law  480 

Agricultural  Trade  Development  and  Assistance  Act  of 

1954 

AN  ACT  To  increase  the  consumption  of  United  States  agricultural  commodities 
in  foreign  countries,  to  improve  the  foreign  relations  of  the  United  States, 
and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  may 
be  cited  as  the  '  'Agricultural  Trade  Development  and  Assistance 
Act  of  1954". 

******* 

TITLE  I 

Sec.  101.  In  order  to  carry  out  the  policies  and  accomplish  the 
objectives  set  forth  in  section  2  of  this  Act,  the  President  is  author- 
ized to  negotiate  and  carry  out  agreements  with  friendly  countries 
to  provide  for  the  sale  of  agricultural  commodities  for  dollars  on 
credit  terms  or  [for  foreign  currencies] ,  to  the  extent  that  sales  for 
dollars  under  the  terms  applicable  to  such  sales  are  not  possible,  for 
foreign  currencies  on  credit  terms  and  on  terms  which  permit  con- 
version to  dollars  at  the  exchange  rate  applicable  to  the  sales  agree- 
ment. 

******* 

Sec.  103.  In  exercising  the  authorities  conferred  upon  him  by  this 
title,  the  President  shall — 

(a)  take  into  account  efforts  of  friendly  countries  to  help 
themselves  toward  a  greater  degree  of  self-reliance,  including 
efforts  to  increase  their  own  agricultural  production,  especially 
through  small,  family  farm  agriculture,  to  improve  their  facili- 
ties for  transportation,  storage,  and  distribution  of  food  com- 
modities, and  to  reduce  their  rate  of  population  growth; 

[(b)  take  steps  to  assure  a  progressive  transition  from  sales 
for  foreign  currencies  to  sales  for  dollars  (or  to  the  extent  that 
transition  to  sales  for  dollars  under  the  terms  applicable  to 
such  sales  is  not  possible,  transition  to  sales  for  foreign  curren- 
cies on  credit  terms  no  less  favorable  to  the  United  States  than 
those  for  development  loans  made  under  section  122  of  the 
Foreign  Assistance  Act  of  1961,  as  amended,  and  on  terms 
which  permit  conversion  to  dollars  at  the  exchange  rate  appli- 
cable to  the  sales  agreement)  at  a  rate  whereby  the  transition 
can  be  completed  by  December  31,  1971:  Provided,  That,  except 
where  he  determines  that  it  would  be  inconsistent  with  the 
objectives  of  the  Act,  the  President  shall  determine  the  amount 
of  foreign  currencies  needed  for  the  uses  specified  in  subsec- 
tions (a),  (b),  (c),  (e),  and  (h)  of  section  104  and  in  title  III,  and 
the  agreements  for  such  credit  sales  shall  provide  for  payment 
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of  such  amounts  in  dollars  or  in  foreign  currencies  upon  deliv- 
ery of  the  agricultural  commodities.  Such  payment  may  be 
considered  as  an  advance  payment  of  the  earliest  install- 
ment;] 

(b)  except  where  the  President  determines  that  it  would  be 
inconsistent  with  the  objectives  of  this  Act,  determine  the 
amount  of  foreign  currencies  needed  for  the  uses  specified  in 
subsections  (a),  (b),  (e),  and  (h)  of  section  104  and  in  title  III, 
and  the  agreements  for  credit  sales  shall  provide  for  payment  of 
such  amounts  in  dollars  or  in  foreign  currencies  upon  delivery 
of  the  agricultural  commodities.  Such  payment  may  be  consid- 
ered as  an  advance  payment  of  the  earliest  installments; 

(c)  take  reasonable  precautions  to  safeguard  usual  market- 
ings of  the  United  States  and  to  assure  that  sales  under  this 
title  will  not  unduly  disrupt  world  prices  of  agricultural  com- 
modities or  normal  patterns  of  commercial  trade  with  friendly 
countries; 

******* 

Sec.  106.  [(a)  Payment  by  any  friendly  country  for  commodities 
purchased  for  dollars  on  credit  shall  be  upon  terms  as  favorable  to 
the  United  States  as  the  economy  of  such  country  will  permit. 
Payment  for  such  commodities  shall  be  in  dollars  with  interest  at 
such  rates  as  the  Secretary  may  determine  but  not  less  than  the 
minimum  rate  required  by  section  122(b)  of  the  Foreign  Assistance 
Act  of  1961  for  loans  made  under  that  section.  Payment  may  be 
made  in  reasonable  annual  amounts  over  periods  of  not  to  exceed 
twenty  years  from  the  date  of  the  last  delivery  of  commodities  in 
each  calendar  year  under  the  agreement  except  that  the  date  for 
beginning  such  annual  payment  may  be  deferred  for  a  period  not 
later  than  two  years  after  such  date  of  last  delivery,  and  interest 
shall  be  computed  from  the  date  of  such  last  delivery.  Delivery  of 
such  commodities  shall  be  made  in  annual  installments  for  not 
more  than  ten  years  following  the  date  of  the  sales  agreement  and 
subject  to  the  availability  of  the  commodities  at  the  time  delivery 
is  to  be  made.] 

(a)(1)  Payment  by  any  friendly  country  for  commodities  purchased 
for  dollars  on  credit  shall  be  upon  terms  as  favorable  to  the  United 
States  as  the  economy  of  such  country  will  permit.  Payment  for  such 
commodities — 

(A)  in  the  case  of  an  agreement  to  finance  the  sale  of  agricul- 
tural commodities  pursuant  to  a  Food  for  Development  Program 
as  provided  in  title  III  of  this  Act,  shall  be  in  dollars  with 
interest  at  such  rates  as  the  Secretary  of  Agriculture  may  deter- 
mine but  not  less  than  the  minimum  rate  required  by  section 
122(b)  of  the  Foreign  Assistance  Act  of  1961  for  development 
loans  made  under  that  section;  and 

(B)  in  the  case  of  any  other  agreement  under  this  title,  shall 
be  in  dollars  with  interest  at  such  rates  as  the  Secretary  of 
Agriculture  may  determine  but  not  less  than  6  per  centum  per 
year  commencing  not  later  than  two  years  following  the  date  of 
the  last  delivery  of  commodities  in  each  calendar  year,  during 
which  two-year  period  the  rate  of  interest  shall  be  not  less  than 
4  per  centum  per  year. 
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Payments  may  be  made  in  reasonable  annual  amounts  over  periods 
of  not  to  exceed  twenty  years  from  the  date  of  the  last  delivery  of 
commodities  in  each  calendar  year  under  the  agreement,  except  that 
the  date  for  beginning  such  annual  payment  may  be  deferred  for  a 
period  no  longer  than  two  years  after  such  date  of  last  delivery,  and 
interest  shall  be  computed  from  the  date  of  such  last  delivery. 
Delivery  of  such  commodities  shall  be  made  in  annual  installments 
for  not  more  than  ten  years  following  the  date  of  the  sales  agree- 
ment and  subject  to  the  availability  of  the  commodities  at  the  time 
delivery  is  to  be  made. 

(2)  Payment  by  any  friendly  country  for  commodities  purchased 
for  foreign  currencies  on  credit  terms  and  on  terms  which  permit 
conversion  to  dollars — 

(A)  in  the  case  of  an  agreement  to  finance  the  sale  of  agricul- 
tural commodities  pursuant  to  a  Food  for  Development  Program 
as  provided  in  title  III  of  this  Act,  shall  be  upon  terms  no  less 
favorable  to  the  United  States  than  those  for  development  loans 
made  under  section  122  of  the  Foreign  Assistance  Act  of  1961; 
and 

(B)  in  the  case  of  any  other  agreement  under  this  title,  shall 
be  with  interest  at  such  rates  as  the  Secretary  of  Agriculture 
may  determine  but  not  less  than  6  per  centum  per  year  com- 
mencing not  later  than  ten  years  following  the  date  of  the  last 
delivery  of  commodities  in  each  calendar  year,  during  which 
ten  year  period  the  rate  of  interest  shall  be  not  less  than  4  per 
centum  per  year:  Provided,  That  such  agreements  shall  other- 
wise provide  for  credit  terms  no  less  favorable  to  the  United 
States  than  those  for  development  loans  made  under  section  122 
of  the  Foreign  Assistance  Act  of  1961. 

******* 

Sec.  107.  (a)  It  is  also  the  policy  of  the  Congress  to  stimulate  and 
maximize  the  sale  of  United  States  agricultural  commodities  for 
dollars  through  the  private  trade  and  to  further  the  use  of  private 
enterprise  to  the  maximum,  thereby  strengthening  the  develop- 
ment and  expansion  of  foreign  commercial  markets  for  United 
States  agricultural  commodities.  In  furtherance  of  this  policy,  the 
Secretary  of  Agriculture  is  authorized,  notwithstanding  any  other 
provision  of  law,  to  enter  into  agreements  with  foreign  and  United 
States  private  trade  for  financing  the  sale  of  agricultural  commod- 
ities for  export  over  such  periods  of  time  and  on  such  credit  terms 
as  the  Secretary  determines  will  accomplish  the  objectives  of  this 
section.  Any  agreement  entered  into  under  this  section  shall  pro- 
vide for  the  development  and  execution  of  projects  which  will 
result  in  the  establishment  of  facilities  designed  to  improve  the 
storage  or  marketing  of  agricultural  commodities,  or  which  will 
otherwise  stimulate  and  expand  private  economic  enterprise  in  any 
friendly  country.  Any  agreement  entered  into  under  this  section 
shall  also  provide  for  the  furnishing  of  such  security  as  the  Secre- 
tary determines  necessary  to  provide  reasonable  and  adequate  as- 
surance of  payment  of  the  purchase  price  in  dollars  with  interest 
at  a  rate  which  will  as  nearly  as  practicable  be  equivalent  to  the 
average  cost  of  funds  to  the  United  States  Treasury,  as  determined 
by  the  Secretary  of  the  Treasury,  on  outstanding  marketable  obli- 
gations of  the  United  States  having  maturities  comparable  to  ma- 
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turities  of  credits  extended  under  this  section.  In  no  event  shall  the 
rate  of  interest  be  less  than  the  minimum  rate,  or  the  delivery 
period,  deferral  of  first  payment,  or  term  of  credit  be  longer  than 
the  maximum  term,  authorized  in  section  [106]  106(a)(1).  In  carry- 
ing out  this  Act,  the  authority  provided  in  this  section  for  making 
dollar  sales  shall  be  used  to  the  maximum  extent  practicable. 

(b)  In  carrying  out  the  provisions  of  this  section,  the  Secretary 
shall  take  reasonable  precautions  to  safeguard  usual  marketings  of 
the  United  States  and  to  avoid  displacing  any  sales  of  United 
States  agricultural  commodities  which  the  Secretary  finds  and  de- 
termines would  otherwise  be  made  for  cash  dollars. 

(c)  The  Secretary  shall  obtain  commitments  from  purchasers  that 
will  prevent  resale  or  transshipment  to  other  countries,  or  use  for 
other  than  domestic  purposes,  of  agricultural  commodities  pur- 
chased under  this  section. 

(d)  In  carrying  out  this  Act,  the  provisions  of  sections  102,  103(a), 
103(d),  103(e),  103(f),  1030),  103(k),  110,  401,  402,  403,  404,  405,  407, 
408,  and  409  shall  be  applicable  to  sales  under  this  section. 

******* 

TITLE  IV 

Sec.  409.  (a)  No  agreements  to  finance  sales  under  title  I  and  no 
programs  of  assistance  under  title  II  shall  be  entered  into  after 
December  31,  1981.  New  spending  authority  provided  for  title  I  of 
this  Act  by  the  amendment  to  this  section  made  by  the  Food  and 
Agriculture  Act  of  1977  shall  be  effective  for  any  fiscal  year  only  to 
such  extent  or  in  such  amounts  as  are  provided  in  appropriation 
Acts. 

(b)  Programs  shall  not  be  undertaken  under  title  I  (including  title 
III)  and  title  II  during  any  calender  year  which  call  for  an  appro- 
priation of  more  than  $1,362,000,000  for  the  fiscal  year  ending 
September  30,  1982,  $1,193,000,000  for  the  fiscal  year  ending  Septem- 
ber 30,  1983,  and  $1,252,000,000  for  the  fiscal  year  ending  September 
30,  1981 

******* 

Sec.  Notwithstanding  any  other  provision  of  law,  the  provi- 
sions of  the  cargo  preference  laws  shall  not  apply  to  transportation 
of  commodities  financed  under  the  authority  of  title  I  or  made 
available  under  title  II  of  this  Act. 
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Subtitle  E — Miscellaneous 
TITLE  II— BIOMASS  ENERGY  AND  ALCOHOL  FUELS 

SHORT  TITLE 

Sec.  201.  This  title  may  be  cited  as  the  "Biomass  Energy  and 
Alcohol  Fuels  Act  of  1980". 

******* 

FUNDING  FOR  SUBTITLES  A  AND  B 

Sec.  204.  (a)  To  the  extent  provided  in  advance  in  appropriation 
Acts,  for  the  two  year  period  beginning  October  1,  1980,  there  is 
authorized  to  be  appropriated  and  transferred  [$1,450,000,000] 
$1,310,000,000  from  the  Energy  Security  Reserve  established  in  the 
Treasury  of  the  United  States  under  title  II  of  the  Act  entitled  "An 
Act  making  appropriations  for  the  Department  of  the  Interior  and 
related  agencies  for  the  fiscal  year  ending  September  30,  1980,  and 
for  other  purposes"  (Public  Law  96-126;  93  Stat.  970)  and  made 
available  for  obligation  by  such  Act  only  to  the  extent  provided  in 
advance  in  appropriation  Acts,  as  follows: 

(1)  [$600,000,000]  $460,000,000  to  the  Secretary  of  Agricul- 
ture for  carrying  out  activities  under  subtitle  A,  except  of  the 
amount  of  the  financial  assistance  provided  by  the  Secretary  of 
Agriculture  under  subtitle  A,  up  to  one-third  shall  be  for 
small-scale  biomass  energy  projects; 

(2)  $600,000,000  to  the  Secretary  of  Energy  for  carrying  out 
biomass  energy  activities  under  subtitle  A,  of  which  at  least 
$500,000,000  shall  be  available  to  the  Office  of  Alcohol  Fuels 
for  carrying  out  its  activities,  and  any  amount  not  made  avail- 
able to  the  Office  of  Alcohol  Fuels  shall  be  available  to  the 
Secretary  to  carry  out  the  purposes  of  subtitle  A  under  availa- 
ble authorities  of  the  Secretary,  including  authorities  under 
subtitle  A;  and 

(3)  $250,000,000  shall  be  available  to  the  Secretary  of  Energy 
for  carrying  out  activities  under  subtitle  B. 

******* 

Subtitle  F— Food  Stamps 
Food  Stamp  Act  of  1977 
short  title 

Section  1.  This  Act  may  be  cited  as  the  "Food  Stamp  Act  of  1977". 


DEFINITIONS 

Sec.  3.  As  used  in  this  Act,  the  term: 

(a)  "Allotment"  means  the  total  value  of  coupons  a  household  is 
authorized  to  receive  during  each  month. 
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(b)  '  'Authorization  card"  means  the  document  issued  by  the  State 
agency  to  an  eligible  household  which  shows  the  allotment  the 
household  is  entitled  to  be  issued. 

(c)  '  'Certification  period"  means  the  period  for  which  households 
shall  be  eligible  to  receive  authorization  cards.  For  those  house- 
holds that  are  required  to  submit  periodic  reports  under  section 
6(c)(1)  of  this  act,  the  certification  period  shall  be  at  least  six 
months  but  no  longer  than  twelve  months  except  that  the  limit  of 
twelve  months  may  be  waived  by  the  Secretary  to  improve  the  ad- 
ministration of  the  program.  For  households  that  are  not  required 
to  submit  periodic  reports,  the  certification  period  shall  be  deter- 
mined as  follows: 

[(f)  "Drug  addiction  or  alcoholic  treatment  and  rehabilitation 
program"  means  any  such  program  conducted  by  a  private  non- 
profit organization  or  institution  which  is  certified  by  the  State 
agency  or  agencies  designated  by  the  Governor  as  responsible  for 
the  administration  of  the  State's  programs  for  alcoholics  and  drug 
addicts  pursuant  to  Public  Law  91-616  (Comprehensive  Alcohol 
Abuse  and  Alcoholism  Prevention,  Treatment,  and  Rehabilitation 
Act  of  1970)  and  Public  Law  92-255  (Drug  Abuse  Office  and  Treat- 
ment Act  of  1972)  as  providing  treatment  that  can  lead  to  the 
rehabilitation  of  drug  addicts  or  alcoholics.] 

(g)  "Food"  means  (1)  any  food  or  food  product  for  home  consump- 
tion except  alcoholic  beverages,  tobacco,  and  hot  foods  or  hot  food 
products  ready  for  immediate  consumption  other  than  those  au- 
thorized pursuant  to  clauses  (3),  (4),  [(5),  (7),  and  (8)]  (6),  and  (7)  of 
this  subsection,  (2)  seeds  and  plants  for  use  in  gardens  to  produce 
food  for  the  personal  consumption  of  the  eligible  household,  (3)  in 
the  case  of  those  persons  who  are  sixty  years  of  age  or  over  or  who 
receive  supplemental  security  income  benefits  under  title  XVI  of 
the  Social  Security  Act,  and  their  spouses,  meals  prepared  by  and 
served  in  senior  citizens'  centers,  apartment  buildings  occupied 
primarily  by  such  persons,  public  or  private  nonprofit  establish- 
ments (eating  or  otherwise)  that  feed  such  persons,  private  estab- 
lishments that  contract  with  the  appropriate  agency  of  the  State  to 
offer  meals  for  such  persons  at  concessional  prices,  and  meals 
prepared  for  and  served  to  residents  of  federally  subsidized  housing 
for  the  elderly,  (4)  in  the  case  of  persons  sixty  years  of  age  or  over 
and  persons  who  are  physically  or  mentally  handicapped  or  other- 
wise so  disabled  that  they  are  unable  adequately  to  prepare  all  of 
their  meals,  meals  prepared  for  and  delivered  to  them  (and  their 
spouses)  at  their  home  by  a  public  or  private  nonprofit  organization 
or  by  a  private  establishment  that  contracts  with  the  appropriate 
State  agency  to  perform  such  services  at  concessional  prices,  [(5) 
in  the  case  of  narcotics  addicts  or  alcoholics  served  by  drug  addic- 
tion or  alcoholic  treatment  and  rehabilitation  programs,  meals  pre- 
pared and  served  under  such  programs],  [(6)]  (5)  in  the  case  of 
certain  eligible  households  living  in  Alaska,  equipment  for  procur- 
ing food  by  hunting  and  fishing,  such  as  nets,  hooks,  rods,  har- 
poons, and  knives  (but  not  equipment  for  purposes  of  transporta- 
tion clothing,  or  shelter,  and  not  firearms,  ammunition,  and  explo- 
sives) if  the  Secretary  determines  that  such  households  are  located 
in  an  area  of  the  State  where  it  is  extremely  difficult  to  reach 
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stores  selling  food  and  that  such  households  depend  to  a  substan- 
tial extent  upon  hunting  and  fishing  for  subsistence,  [(7)3  (6)  in 
the  case  of  disabled  or  blind  recipients  of  benefits  under  title  II  or 
title  XVI  of  the  Social  Security  Act  who  are  residents  in  a  public  or 
private  nonprofit  group  living  arrangement  that  serves  no  more 
than  sixteen  residents  and  is  certified  by  the  appropriate  State 
agency  or  agencies  under  regulations  issued  under  section  1616(e) 
of  the  Social  Security  Act,  meals  prepared  and  served  under  such 
arrangement,  and  [(8)]  (7)  in  the  case  of  women  and  children 
temporarily  residing  in  public  or  private  nonprofit  shelters  for 
battered  women  and  children,  meals  prepared  and  served,  by  such 
shelters. 

******* 

(i)  "Household"  means  (1)  an  individual  who  lives  alone  or  who, 
while  living  with  others,  customarily  purchases  food  and  prepares 
meals  for  home  comsumption  separate  and  apart  from  the  others, 
[or  else  pays  compensation  to  the  others  for  such  meals,]  or  (2)  a 
group  of  individuals  who  live  together  and  customarily  purchase 
food  and  propared  meals  together  for  home  consumption  [or  else 
live  with  others  and  pay  compensation  to  the  others  for  such 
meals] ;  except  that  parents  and  children  who  live  together  shall  be 
treated  as  a  group  of  individuals  who  customarily  purchase  and 
prepare  meals  together  for  home  consumption  even  if  they  do  not  do 
so,  unless  one  of  the  parents  is  sixty  years  of  age  of  older.  In 
[neither]  no  event  shall  any  individuals  constitute  a  household  if 
they  reside  in  an  institution  or  boarding  house,  or  else  live  with 
others  and  pay  compensation  to  the  others  for  meals.  For  the  pur- 
poses of  this  subsection,  residents  of  federally  subsidized  housing 
for  the  elderly,  disabled  or  blind  recipients  of  benefits  under  title  II 
or  title  XVI  of  the  Social  Security  Act  who  are  residents  in  a  public 
or  private  nonprofit  group  living  arrangement  that  serves  no  more 
then  sexteen  residents  and  is  certified  by  the  appropriate  State 
agency  or  agencies  under  regulations  issued  under  section  1616(e) 
of  the  Social  Security  Act,  and  temporary  residents  of  public  or 
private  nonprofit  shelters  for  battered  women  and  children  [,  and 
narcotics  addicts  or  alcoholics  who  live  under  the  supervision  of  a 
private  nonprofit  institution  for  the  purpose  of  regular  participa- 
tion in  a  drug  or  alcoholic  treatment  program]  shall  not  be  consid- 
ered residents  of  institutions  and  shall  be  considered  individual 
households. 

******* 

(k)  "Retail  food  store"  means  (1)  an  establishment  or  recognized 
department  thereof  or  house-to-house  trade  route,  over  50  percen- 
tum  of  whose  food  sales  volume  consists  of  staple  food  items  for 
home  preparation  and  consumption,  such  as  meat,  poultry,  fish, 
bread,  cereals,  vegetables,  fruits,  dairy  products,  and  the  like,  but 
not  including  accessory  food  items,  such  as  coffee,  tea,  cocoa,  car- 
bonated and  uncarbonated  drinks,  candy,  condiments,  and  spices, 
(2)  an  establishment,  organization,  program,  or  group  living  ar- 
rangement referred  to  in  subsections  (g)(3),  (4),  [(5),  (7),  and  (8)] 
(6),  and  (7)  of  this  section,  (3)  a  store  purveying  the  hunting  and 
fishing  equipment  described  in  subsection  [(g)(6)]  (g)(5)  of  this 
section,  and  (4)  any  private  nonprofit  cooperative  food  purchasing 
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venture,  including  those  in  which  the  members  pay  for  food  pur- 
chased prior  to  the  receipt  of  such  food. 

******* 

(m)  ' 'State"  means  the  fifty  States,  the  Distict  of  Columbia, 
Guam,  [Puerto  Rico,]  1  the  Virgin  Islands  of  the  United  States, 
and  the  reservations  of  an  Indian  tribe  whose  tribal  organization 
meets  the  requirements  of  this  Act  for  participation  as  a  State 
agency. 

(o)  *  'Thrifty  food  plan"  means  the  diet  required  to  feed  a  family 
or  four  persons  consisting  of  a  man  and  women  twenty  through 
fifty-four,  a  child  six  through  eight,  and  a  child  nine  through 
eleven  years  of  age,  determined  in  accordance  with  the  Secretary's 
calculations.  The  cost  of  such  diet  shall  be  the  basis  for  uniform 
allotments  for  all  households  regardless  of  their  actual  composi- 
tion, except  that  the  Secretary  shall  (1)  make  household-size  adjust- 
ments taking  into  account  economies  of  scale,  [(2)  make  cost  ad- 
justments in  the  thrifty  food  plan  for  Alaska  and  Hawaii  to  reflect 
the  cost  of  food  in  those  States,]  (2)  make  cost  adjustments  in  the 
thrifty  food  plan  for  Hawaii  and  the  urban  and  rural  parts  of 
Alaska  to  reflect  the  cost  of  food  in  Hawaii  and  urban  and  rural 
Alaska,  (3)  make  cost  adjustments  in  the  separate  thrifty  food 
plans  for  Guam,  [Puerto  Rico,]  2  and  the  Virgin  Islands  of  the 
United  States  to  reflect  the  cost  of  food  in  those  States,  but  not  to 
exceed  the  cost  of  food  in  the  fifty  States  and  the  District  of 
Columbia,  (4)  through  January  1,  1980,  adjust  the  cost  of  such  diet 
every  January  1  and  July  1  to  the  nearest  dollar  increment  to 
reflect  changes  in  the  cost  of  the  thrifty  food  plan  for  the  six 
months  ending  the  proceeding  September  30  and  March  31,  respec- 
tively, (5)  on  January  1,  1981,  adjust  the  cost  of  such  diet  to  the 
nearest  dollar  increment  to  reflect  changes  in  the  cost  of  the 
thrifty  food  plan  for  the  twelve  months  ending  the  preceeding 
September  30,  [and  (6)  on  January  1,  1982,  adjust  the  cost  of  such 
diet  to  the  nearest  dollar  increment  to  reflect  changes  in  the  cost  of 
the  thrifty  food  plan  for  the  twelve  months  ending  the  proceding 
September  30  and  the  subsequent  three  months  ending  December  31 
as  projected  by  the  Secretary  in  light  of  the  best  available  data;  and, 
as  of  every  January  1  thereafter,  for  the  nine  months  ending  the 
preceding  September  30  and  the  subsequent  three  months  ending 
December  31  as  projected  by  the  Secretary  in  light  of  the  best  avaia- 
ble  data.~\  (6)  on  April  1,  1982,  adjust  the  cost  of  such  diet  to  the 
nearst  dollar  increment  to  reflect  changes  in  the  cost  of  the  thrifty 
food  plan  for  the  fifteen  months  ending  the  preceding  December  31, 
(7)  on  July  1,  1983,  adjust  the  cost  of  such  diet  to  the  nearst  dollar 
increment  to  reflect  change  in  the  cost  of  the  thirfty  food  plan  for 
the  fifteen  months  ending  the  preceding  March  31,  (8)  on  October  1, 
1984,  adjust  the  cost  of  such  diet  to  the  nearest  dollar  increment  to 
reflect  changes  in  the  cost  of  the  thrifty  food  plan  for  the  fifteen 
months  ending  the  preceding  June  30,  and  (9)  on  October  1,  1985, 
and  each  October  1  thereafter,  adjust  the  cost  of  such  diet  to  the 


1  Effective  Apr.  1,  1982. 

2  Effective  Apr.  1,  1982 
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nearest  dollar  increment  to  reflect  changes  in  the  cost  of  the  thrifty 
food  plan  for  the  twelve  months  ending  the  preceding  June  30. 

******* 

ELIGIBLE  HOUSEHOLDS 

Sec.  5.  (a)  Participation  in  the  food  stamp  program  shall  be 
limited  to  those  households  whose  incomes  and  other  financial 
resources,  held  singly  or  in  joint  ownership,  are  determined  to  be  a 
substantial  limiting  factor  in  permitting  them  to  obtain  a  more 
nutritious  diet.  Assistance  under  this  program  shall  be  furnished  to 
all  eligible  households  who  make  application  for  such  participation. 

(b)  The  Secretary  shall  establish  uniform  national  standards  of 
eligibility  (other  than  the  income  standards  for  Alaska,  Hawaii, 
Guam,  [Puerto  Rico]  3  and  the  Virgin  Islands  of  the  United  States 
established  in  accordance  with  [subsections  (c)  and  (e)]  subsection 
(c)  of  this  section)  for  participation  by  households  in  the  food  stamp 
program  in  accordance  with  the  provisions  of  this  section.  No  plan 
of  operation  submitted  by  a  State  agency  shall  be  approved  unless 
the  standards  of  eligibility  meet  those  established  by  the  Secretary, 
and  no  State  agency  shall  impose  any  other  standard  of  eligibility 
as  a  condition  for  participating  in  the  program. 

(c)  The  income  standards  of  eligibility  shall  be  130  per  centum  of 
the  nonfarm  income  poverty  guidelines  prescribed  by  the  Office  of 
Management  and  Budget  adjusted  annually  pursuant  to  section  625 
of  the  Economic  Opportunity  Act  of  1964,  as  amended  (42  U.S.C. 
297 Id),  for  the  forty-eight  States  and  the  District  of  Columbia, 
Alaska,  Hawaii,  [Puerto  Rico]  3  the  Virgin  Islands  of  the  United 
States  and  Guam,  respectively:  \Provided,  That  in  no  event  shall 
the  standards  of  eligibility  for  Puerto  Rico,  the  Virgin  Islands  of 
the  United  States,  or  Guam  exceed  those  in  the  forty-eight  contigu- 
ous States.]  Provided,  That  in  no  event  shall  the  standards  of 
eligibility  for  the  Virgin  Islands  of  the  United  States  or  Guam 
exceed  those  in  the  forty-eight  contiguous  States,  and  such  stand- 
ards for  Puerto  Rico  shall  be  55  percent  of  those  in  the  forty-eight 
contiguous  States. 4 

(d)  Household  income  for  purposes  of  the  food  stamp  program 
shall  include  all  income  from  whatever  source  excluding  only  (1) 
any  gain  or  benefit  which  is  not  in  the  form  of  money  payable 
directly  to  a  household,  (2)  and  income  in  the  certification  period 
which  is  received  too  infrequently  or  irregularly  to  be  reasonably 
anticipated,  but  not  in  excess  of  $30  in  a  quarter,  subject  to  modifi- 
cation by  the  Secretary  in  light  of  section  [5(f)(2)]  5(f)  of  this  Act, 
(3)  all  educational  loans  on  which  payment  is  deferred,  grants, 
scholarships,  fellowships,  veterans'  educational  benefits,  and  the 
like  to  the  extent  that  they  are  used  for  tuition  and  mandatory 
school  fees  at  an  institution  of  higher  education  or  school  for  the 
handicapped,  (4)  all  loans  other  than  educational  loans  on  which 
repayment  is  deferred,  (5)  reimbursements  which  do  not  exceed 
expenses  actually  incurred  and  which  do  not  represent  a  gain  or 
benefit  to  the  household,  (6)  moneys  received  and  used  for  the  care 


3  Effective  Apr.  1,  1981. 

4  Effective  Apr.  1,  1982,  section  5(c)  would  be  amended  by  striking  ",  and  such  standards  for 
Puerto  Rico  shall  be  55  percent  of  those  in  the  48  contiguous  States". 
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and  maintenance  of  a  third-party  beneficiary  who  is  not  a  house- 
hold member,  (7)  income  earned  by  a  child  who  is  a  member  of  the 
household,  who  is  a  student,  and  who  has  not  attained  his  eight- 
eenth birthday,  (8)  moneys  received  in  the  form  of  nonrecurring 
lump-sum  payments,  including,  but  not  limited  to,  income  tax  re- 
funds, rebates,  or  credits,  retroactive  lump-sum  social  security  or 
railroad  retirement  pension  payments  and  retroactive  lump-sum 
insurance  settlements:  Provided,  That  such  payment  shall  be 
counted  as  resources,  unless  specifically  excluded  by  other  laws,  (9) 
the  cost  of  producing  self-employed  income,  (10)  during  fiscal  year 
1981,  any  income  attributable  to  an  increase  in  State  public  assist- 
ance grants  which  is  intended  primarily  to  meet  the  increase  cost 
of  home  energy,  and  (11)  any  income  that  any  other  law  specifically 
excludes  from  consideration  as  income  for  the  purpose  of  determin- 
ing eligibility  for  the  food  stamp  program,  and  (12)  any  payments 
or  allowances  made  under  and  Federal,  State,  or  local  laws  for  the 
purpose  of  providing  energy  assistance. 

(e)  [In]  Further,  in  computing  household  income,  for  purposes  of 
determining  the  household's  benefit  level  only,  the  Secretary  shall 
allow  a  standard  deduction  of  [$60  a  month  for  each  household, 
except  that  households  in  Alaska,  Hawaii,  Guam,  Puerto  Rico,  and 
the  Virgin  Islands  of  the  United  States  shall  be  allowed  a  standard 
deduction  determined  by  the  Secretary  in  accordance  with  the  best 
available  information  on  the  relationship  of  actual  or  potential 
itemized  deductions  claimed  under  the  food  stamp  program  in 
those  areas  to  such  deductions  in  the  forty-eight  contiguous  States 
and  the  District  of  Columbia]  $85  a  month  for  each  household, 
except  that  households  in  Alaska,  Hawaii,  Guam,  \_Puerto  Rico"}* 
and  the  Virgin  Islands  of  the  United  States  shall  be  allowed  a 
standard  deduction  of  $145,  $120,  $170,  [$5#]5  and  $75,  respective- 
ly. [Such  standard  deductions,  starting  July  1,  1978  through  Janu- 
ary 1,  1980,  shall  be  adjusted  every  July  1  and  January  1  to  the 
nearest  $5  to  reflect  changes  in  the  Consumer  Price  Index  for  all 
urban  consumers  of  the  Bureau  of  Labor  Statistics  for  items  other 
than  food  for  the  six  months  ending  the  preceding  March  31  and 
September  30,  respectively,  and,  on  January  1,  1981,  shall  be  ad- 
justed to the _  nearest  J>5_  to  ^eflec^such  changes  for  the  twelve 
months  ending  the  preceding  September  30;  and,  on  January  1,  1982, 
shall  be  adjusted  to  the  nearest  $5  to  reflect  such  changes  for  the 
twelve  months  ending  the  preceding  September  30  and  the  subse- 
quent three  months  ending  December  31  as  projected  by  the  Secre- 
tary in  light  of  the  best  available  data;  and,  as  of  every  January  1 
thereafter,  for  J;he  nine  months  ending  the  preceding  Septem- 
ber 30  and  the  subsequent  three  months  ending  December  31  pro- 
jected by  the  Secretary  in  light  of  the  best  available  data.]  Such 
standard  deductions  shall  be  adjusted  (1)  on  July  1,  1983,  to  the 
nearest  $5  increments  to  reflect  changes  in  the  Consumer  Price 
Index  for  all  urban  consumers  published  by  the  Bureau  of  Labor 
Statistics,  for  items  other  than  food  and  the  homeownership  compo- 
nent of  shelter  costs,  as  appropriately  adjusted  by  the  Bureau  of 
Labor  Statistics  after  consultation  with  the  secretary,  for  the  fifteen 
months  ending  the  preceding  March  SI,  (2)  on  October  1,  1984,  to  the 
nearest  $5  increment  to  reflect  such  changes  for  the  fifteen  months 


5  Effective  April  1,  1981. 
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ending  the  preceding  June  30,  and  (3)  on  October  1,  1985,  and  each 
October  1  thereafter,  to  the  nearest  $5  increment  to  reflect  such 
changes  for  the  twelve  months  ending  the  preceding  June  30.  All 
households  with  earned  income  shall  be  allowed  an  additional  de- 
duction of  [20  per  centum]  15  per  centum  of  all  earned  income 
(other  than  that  excluded  by  subsection  (d)  of  this  section),  to 
compensate  for  taxes,  other  mandatory  deductions  from  salary,  and 
work  expenses.  Households,  other  than  those  households  containing 
a  member  who  is  sixty  years  of  age  or  over  or  who  receives  supple- 
mental security  income  benefits  under  title  XIV  of  the  Social  Secu- 
rity Act  or  disability  and  blindness  payments  under  titles  I,  II,  X, 
XIV  and  XVI  of  the  Social  Security  Act,  shall  also  be  entitled  to  (1) 
a  dependent  care  deduction,  the  maximum  allowable  level  of  which 
shall  be  the  same  as  that  for  the  excess  shelter  expense  deduction 
contained  in  clause  (2)  of  this  subsection  for  the  actual  cost  of 
payments  necessary  for  the  care  of  a  dependent,  regardless  of 
dependent's  age,  when  such  care  enables  a  household  member  to 
accept  or  continue  employment,  or  training  or  education  that  is 
preparatory  for  employment,  and  (2)  an  excess  shelter  expense 
deduction  to  the  extent  that  the  monthly  amount  expended  by  a 
household  for  shelter  exceeds  an  amount  equal  to  50  per  centum  of 
monthly  household  income  after  all  other  applicable  deductions 
have  been  allowed:  [Provided,  That  the  amount  of  such  excess 
shelter  expense  deduction  shall  not  exceed  $75  a  month  in  the 
forty-eight  contiguous  States  and  the  District  of  Columbia,  and 
shall  not  exceed,  in  Alaska,  Hawaii,  Guam,  Puerto  Rico,  and  the 
Virgin  Islands  of  the  United  States,  amounts  determined  by  the 
Secretary  in  accordance  with  the  best  available  information  on  the 
relationship  of  the  actual  shelter  costs  in  those  areas  to  such  costs 
in  the  forty-eight  contiguous  States  and  the  District  of  Columbia, 
adjusted  annually  on  July  1,  1978,  and  July  1,  1979,  to  the  nearest 
$5  increment  to  reflect  changes  in  the  shelter,  fuel,  and  utilities 
components  of  housing  costs  in  the  Consumer  Price  Index  for  all 
urban  consumers  published  by  the  Bureau  of  Labor  Statistics  of  the 
Department  of  Labor  for  the  twelve-month  period  ending  the  pre- 
ceding March  31,  on  January  1,  1981,  adjusted  to  the  nearest  $5 
increment  to  reflect  such  changes  for  the  eighteen-month  period 
ending  the  preceding  September  30,  and  on  January  1,  1982,  adjust- 
ed to  the  nearest  $5  to  reflect  such  changes  for  the  twelve  months 
ending  the  preceding  September  30  and  the  subsequent  three 
months  ending  December  31  as  projected  by  the  Secretary  in  light 
of  the  best  available  data,  and  on  every  January  1  thereafter, 
adjusted  annually  to  the  nearest  $5  increment  to  reflect  such 
changes  for  the  nine  months  ending  the  preceding  September  30 
and  the  subsequent  three  months  ending  December  31  projected  by 
the  Secretary  in  light  of  the  best  available  data.]  Provided,  That 
the  amount  of  such  excess  shelter  expense  deduction  shall  not  exceed 
$155  a  month  in  the  forty-eight  contiguous  States  and  the  District  of 
Columbia,  and  shall  not  exceed,  in  Alaska,  Hawaii,  Guam,  [Puerto 
Rico,]6  and  the  Virgin  Islands  of  the  United  States,  $200,  $165, 
$140,  l$40,]6  and  $85,  respectively,  adjusted  (1)  on  July  1,  1983,  to 
the  nearest  $5  increment  to  reflect  changes  in  the  shelter  (exclusive 
of  homeownership  costs),  fuel,  and  utilities  components  of  housing 


6  Effective  April  1,  1981. 
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costs  in  the  Consumer  Price  Index  for  all  urban  consumers  pub- 
lished by  the  Bureau  of  Labor  Statistics,  as  appropriately  adjusted 
by  the  Bureau  of  Labor  Statistics  after  consultation  with  the  Secre- 
tary, for  the  fifteen  months  ending  the  preceding  March  31,  (2)  on 
October  1,  1984,  to  the  nearest  $5  increment  to  reflect  such  changes 
for  the  fifteen  months  ending  the  preceding  June  30,  and  (3)  on 
October  1,  1985,  and  each  October  1  thereafter,  to  the  nearest  $5 
increment  to  reflect  such  changes  for  the  twelve  months  ending  the 
preceding  June  30,  or  (3)  a  deduction  combining  the  dependent  care 
and  excess  shelter  expense  deductions  under  clauses  (1)  and  (2)  of 
this  subsection,  the  maximum  allowable  level  of  which  shall  not 
exceed  the  maximum  allowable  deduction  under  clause  (2)  of  this 
subsection.  Households  containing  a  member  who  is  sixty  years  of 
age  or  over  or  who  receives  supplemental  security  income  benefits 
under  title  XVI  of  the  Social  Security  Act  or  disability  and  blind- 
ness payments  under  titles  I,  II,  X,  XIV  and  XVI  of  the  Social 
Security  Act  shall  also  be  entitled  to — 

(A)  an  excess  medical  expense  deduction  for  that  portion  of 
the  actual  cost  of  allowable  medical  expenses,  incurred  by 
household  members  who  are  sixty  years  of  ago  or  over  or  who 
receive  supplemental  security  income  benefits  under  title  XVI 
of  the  Social  Security  Act,  or  disability  payments  under  titles  I, 
II,  XIV  and  XVI  of  the  Social  Security  Act,  exclusive  of  special 
diets,  that  exceed  $35  a  month; 

(B)  a  dependent  care  deduction,  the  maximum  allowable 
level  of  which  shall  be  the  same  as  that  for  the  excess  shelter 
expenses  deduction  contained  in  clause  (2)  of  the  preceding 
sentence,  for  the  actual  cost  of  payments  necessary  for  the  care 
of  a  dependent,  regardless  of  the  dependent's  age  when  such 
care  enables  a  household  member  to  accept  or  continue  em- 
ployment, or  training  or  education  that  is  preparatory  for  em- 
ployment; and 

(C)  an  excess  shelter  expense  deduction  to  the  extent  that 
the  monthly  amount  expended  by  a  household  for  shelter  ex- 
ceeds an  amount  equal  to  50  per  centum  of  monthly  household 
income  after  all  other  applicable  deductions  have  been  allowed. 

[(f)  Household  income  for  those  households  that  by  contract  for 
other  than  an  hourly  or  piecework  basis,  or  by  self-employment, 
derive  their  annual  income  in  a  period  of  time  shorter  than  one 
year,  shall  be  calculated  by  the  State  agency  for  the  purpose  of 
determining  household  eligibility  by  being  averaged  over  a  twelve- 
month period.  For  those  households  that  receive  nonexcluded 
income  of  the  type  specified  in  subsection  (d)(3)  of  this  section,  such 
income  shall  be  calculated  by  being  averaged  over  the  period  for 
which  it  is  provided.  State  agencies  shall  elect  and  use  one  of  the 
following  two  methods  in  calculating  income  for  all  other  house- 
holds: 

[(1)  taking  into  account  the  income  reasonably  anticipated 
to  be  received  by  the  household  in  the  certification  period  for 
which  eligibility  is  being  determined  and  the  income  that  has 
been  received  by  the  household  during  the  thirty  days  preced- 
ing the  filing  of  its  application  for  food  stamps  so  that  the 
State  agency  may  reasonably  ascertain  the  income  that  is  and 
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will  be  actually  available  to  the  household  for  the  certification 
period;  or 

[(2)  using  income  received  in  a  previous  month  as  the  basis, 
in  accordance  with  standards  prescribed  by  the  Secretary, 
except  for  the  month  of  application  and  subsequent  months 
specified  by  the  Secretary  for  newly  applying  households  (other 
than  households  reapplying  within  thirty  days  after  the  end  of 
a  prior  certification  period).  In  addition  the  Secretary  shall 
make  modifications  or  exceptions  to  this  method  of  income 
calculation  with  respect  to  households  experiencing  sudden 
and  significant  losses  of  income  (including  households  experi- 
encing losses  of  income  of  $50  per  month  or  more)  or  the 
addition  of  a  new  member,  households  in  immediate  need  in 
accordance  with  the  provisions  of  section  11(e)(9)  of  this  Act, 
migrant  farmworker  households,  and  other  classes  of  house- 
holds if  the  Secretary  determines  that  this  method  of  income 
calculation  would  be  impracticable  to  administer  or  would 
cause  serious  hardship  for  such  households. 
[In  promulgating  regulations  governing  the  method  of  income  cal- 
culation described  in  this  subsection,  the  Secretary  shall  consult 
with  the  Secretary  of  Health  and  Human  Services  so  that,  wherev- 
er feasible,  and  consistent  with  the  purposes  of  the  applicable  Acts, 
households  receiving  income  under  title  IV-A  of  the  Social  Secu- 
rity Act  shall  have  income  calculated  on  a  consolidated  and  compa- 
rable basis.] 

(f)(1)(A)  Household  income  for  those  households  that,  by  contract 
for  other  than  an  hourly  or  piecework  basis  or  by  self-employment, 
derive  their  annual  income  in  a  period  of  time  shorter  than  one 
year,  shall  be  calculated  by  averaging  such  income  over  a  twelve- 
month period. 

(B)  Household  income  for  those  households  that  received  non- 
excluded  income  of  the  type  described  in  subsection  (d)(3)  of  this 
section,  shall  be  calculated  by  averaging  such  income  over  the 
period  for  which  it  is  received. 

(2) (A)  Household  income  for  migrant  farmworker  households 
shall  be  calculated  on  a  prospective  basis,  as  provided  in  paragraph 
(SKA). 

(B)  Household  income  for  all  other  households  shall  be  calculated 
either  on  a  prospective  basis  as  provided  in  paragraph  (3)(A)  or  on  a 
retrospective  basis  as  provided  in  paragraph  (3)(B),  as  elected  by  the 
State  agency  under  regulations  prescribed  by  the  Secretary. 7 

(3)  (A)  Calculation  of  household  income  on  a  prospective  basis  is 
the  calculation  of  income  on  the  basis  of  the  income  reasonably 
anticipated  to  be  received  by  the  household  during  the  period  for 
which  eligibility  or  benefits  are  being  determined.  Such  calculation 
shall  be  made  in  accordance  with  regulations  prescribed  by  the 
Secretary  which  shall  provide  for  taking  into  account  both  the 
income  reasonably  anticipated  to  be  received  by  the  household 
during  the  period  for  which  eligibility  or  benefits  are  being  deter- 
mined and  the  income  received  by  the  household  during  the  preced- 
ing thirty  days. 


7  Effective  Oct.  1,  1983,  paragraph  (2KB)  of  section  5(f)  of  the  Food  Stamp  Act  of  1977  would  be 
amended  to  read: 

"(B)  Household  income  for  all  other  households  shall  be  calculated  on  a  retrospective  basis  as 
provided  in  paragraph  (3)(B)." 
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(B)  Calculation  of  household  income  on  a  retrospective  basis  is  the 
calculation  of  income  for  the  period  for  which  eligibility  or  benefits 
are  being  determined  on  the  basis  of  income  received  in  a  previous 
period.  Such  calculation  shall  be  made  in  accordance  with  regula- 
tions prescribed  by  the  Secretary  which  may  provide  for  the  determi- 
nation of  eligibility  on  a  prospective  basis  in  some  or  all  cases  in 
which  benefits  are  calculated  under  this  paragraph.  Such  regula- 
tions shall  provide  for  supplementing  the  initial  allotments  of 
newly  applying  households  in  those  cases  in  which  the  determina- 
tion of  income  under  this  paragraph  causes  serious  hardship. 

(4)  In  promulgating  regulations  under  this  subsection,  the  Secre- 
tary shall  consult  with  the  Secretary  of  Health  and  Human  Services 
in  order  to  assure  that,  to  the  extent  feasible  and  consistent  with  the 
purposes  of  this  Act  and  the  Social  Security  Act,  the  income  of 
households  receiving  benefits  under  this  Act  and  title  IV-A  of  the 
Social  Security  Act,  is  calculated  on  a  comparable  basis  under  the 
two  Acts.  The  Secretary  is  authorized,  upon  the  request  of  a  State 
agency,  to  waive  any  of  the  provisions  of  this  subsection  to  the 
extent  necessary  to  permit  the  State  agency  to  calculate  income  for 
purposes  of  this  Act  on  the  same  basis  that  income  is  calculated 
under  title  IV-A  of  the  Social  Security  Act  in  that  State. 

******* 

ELIGIBILITY  DISQUALIFICATIONS 

Sec.  6.  (a)  In  addition  to  meeting  the  standards  of  eligibility 
prescribed  in  section  5  of  this  Act,  households  and  individuals  who 
are  members  of  eligible  households  must  also  meet  and  comply 
with  the  specific  requirements  of  this  section  to  be  eligible  for 
participation  in  the  food  stamp  program. 

[(b)  No  individual  who  is  a  member  of  a  household  otherwise 
eligible  to  participate  in  the  food  stamp  program  shall  be  eligible  to 
participate  for  (1)  three  months  after  such  individual  has  been 
found  by  a  State  agency  after  notice  and  hearing  at  the  State  level, 
or  after  failure  to  appeal  a  local  hearing  to  the  State  level,  to  have 
fraudulently  used,  presented,  transferred,  acquired,  received,  pos- 
sessed, or  altered  coupons  or  authorization  cards,  or  (2)  a  period  of 
not  less  than  six  and  not  more  than  twenty-four  months,  as  deter- 
mined by  the  court,  after  such  individual  has  been  found  by  a  court 
of  appropriate  jurisdiction,  with  a  State  or  a  political  subdivision 
thereof  or  the  United  States  as  prosecutor  or  plaintiff,  to  have  been 
criminally  or  civilly  fraudulent  in  the  use,  presentation,  transfer, 
acquisition,  receipt,  posession,  or  alteration  of  coupons  or  authori- 
zation cards,  or  (3)  both  of  the  periods  specified  in  clauses  (1)  and 
(2)  of  this  subsection.  Each  State  agency  shall  proceed  against  such 
alleged  fraudulent  activity  either  by  way  of  administrative  fraud 
hearings  in  accordance  with  clause  (1)  of  this  subsection  or  by 
referring  such  matters  to  appropriate  legal  authorities  for  civil  or 
criminal  action  in  accordance  with  clause  (2)  of  this  subsection,  or 
both.  Each  such  period  of  ineligibility  is  to  take  effect  immediately 
upon  the  relevant  administrative  or  judicial  finding  and  to  remain 
in  effect,  without  possibility  of  administrative  stay,  unless  and 
until  the  finding  of  fraud  is  subsequently  reversed  by  a  court  of 
appropriate  jurisdiction,  but  in  no  event  shall  the  period  of  dis- 
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qualification  be  subject  to  judicial  review.  After  any  specified 
period  of  disqualification  pursuant  to  findings  under  clauses  (1)  or 
(2)  of  this  subsection,  no  disqualified  individual  shall  be  eligible  to 
participate  in  the  food  stamp  program  unless  such  individual 
agrees  to  (A)  a  reduction  in  the  allotment  of  the  household  of 
which  such  individual  is  a  member  or  (B)  to  repayment  in  cash,  in 
accordance  with  a  reasonable  schedule  as  determined  by  the  Secre- 
tary that  will  be  sufficient  over  time  to  reimburse  the  Federal 
Government  for  the  value  of  the  coupons  obtained  through  the 
fraudulent  conduct.  If  any  disqualified  individual  elects  repayment 
in  cash  under  the  provisions  of  the  preceding  sentence  and  fails  to 
make  payments  in  accordance  with  the  schedule  determined  by  the 
Secretary,  the  household  of  which  such  individual  is  a  member 
shall  be  subject  to  appropriate  allotment  reductions.] 

(b) (1)  Any  person  who  has  been  found  by  any  State  or  Federal 
court  or  administrative  agency  to  have  intentionally  (A)  made  a 
false  or  misleading  statement,  or  misrepresented,  concealed  or  with- 
held facts,  or  (B)  committed  any  act  that  constitutes  a  violation  of 
this  Act,  the  regulations  issued  thereunder,  or  any  State  statute,  for 
the  purpose  of  using,  presenting,  transferring,  acquiring,  receiving, 
or  possessing  coupons  or  authorization  cards  shall,  immediately 
upon  the  rendering  of  such  determination  become  ineligible  for 
further  participation  in  the  program — 

(i)  for  a  period  of  six  months  upon  the  first  occasion  of  any 
such  determination; 

(ii)  for  a  period  of  one  year  upon  the  second  occasion  of  any 
such  determination; 

(Hi)  permanently,  upon  the  third  occasion  of  any  such  deter- 
mination. 

During  the  period  of  such  ineligibility,  no  household  shall  receive 
increased  benefits  under  this  Act  as  the  result  of  a  member  of  such 
household  having  been  disqualified  under  this  subsection. 

(2)  Each  State  agency  shall  proceed  against  an  individual  alleged 
to  have  engaged  in  such  activity  either  by  way  of  administrative 
hearings  or  by  referring  such  matters  to  appropriate  authorities  for 
civil  or  criminal  action  in  a  court  of  law. 

(3)  Such  periods  of  ineligibility  as  are  provided  for  in  paragraph 
(1)  of  this  subsection  shall  remain  in  effect,  without  possibility  of 
adminstrative  stay,  unless  and  until  the  finding  upon  which  the 
ineligibility  is  based  is  subsequently  reversed  by  a  court  of  appropri- 
ate jurisdiction,  but  in  no  event  shall  the  period  of  ineligibility  be 
subject  to  review. 

(4)  The  Secretary  shall  prescribe  such  regulations  as  the  Secretary 
may  deem  appropriate  to  ensure  that  information  concerning  any 
such  determination  with  respect  to  a  specific  individual  is  forward- 
ed to  the  Office  of  the  Secretary  by  any  appropriate  State  or  Federal 
entity  for  the  use  of  the  Secretary  in  administering  the  provisions  of 
this  section.  No  State  shall  withhold  such  information  from  the 
Secretary  or  the  Secretary's  designee  for  any  reason  whatsoever. 

(c)  No  household  shall  be  eligible  to  participate  in  the  food  stamp 
program  if  it  refuses  to  cooperate  in  providing  information  to  the 

!  State  agency  that  is  necessary  for  making  a  determination  of  its 
eligibility  or  for  completing  any  subsequent  review  of  its  eligibility. 
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(1)  State  agencies  that  elect  to  use  a  system  of  retrospective 
accounting  in  accordance  with  section  [5(f)(2)]  5(f)  of  this  Act.8 
shall  require  certain  categories  of  households,  including  all  house- 
holds with  earned  income,  except  migrant  farmworker  households, 
all  households  with  potential  earners,  including  individuals  receiv- 
ing unemployment  compensation  benefits  and  individuals  required 
by  section  6(d)  of  this  Act  to  register  for  work,  and  all  households 
required  to  file  a  similar  report  under  title  IV-A  of  the  Social 
Security  Act,  but  not  including  households  that  have  no  earned 
income  and  in  which  all  members  are  sixty  years  of  age  or  over  or 
receive  supplemental  security  income  benefits  under  title  XVI  of  the 
Social  Security  Act  or  disability  and  blindness  payments  under 
titles  I,  II,  X,  XIV,  and  XVI  of  the  Social  Security  Act,  to  file 
periodic  reports  of  household  circumstances  in  accordance  with 
standards  prescribed  by  the  Secretary.  Other  State  agencies,  which 
have  received  the  approval  of  the  Secretary,  may  also  require  such 
categories  of  households  to  file  periodic  reports.8  Each  household 
that  is  not  required  to  file  such  periodic  reports  on  a  monthly  basis 
shall  be  required  to  report  or  cause  to  be  reported  to  the  State 
agency,  on  a  form  designed  or  approved  by  the  Secretary,  changes 
in  income  or  household  circumstances  which  the  Secretary  deems 
necessary  in  order  to  assure  accurate  eligibility  and  benefit  deter- 
minations. 

(4)  Any  household  that  fails  to  submit  periodic  reports  required  by 
paragraph  (1)  shall  not  receive  an  allotment  for  the  payment  period 
to  which  the  unsubmitted  report  applies  until  such  report  is  submit- 
ted. 

(d)(1)  Unless  otherwise  exempted  by  the  provisions  of  paragraph 
(d)(2)  of  this  subsection,  no  household  shall  be  eligible  for  assistance 
under  this  Act  if  it  includes  a  physically  and  mentally  fit  person 
between  the  ages  of  eighteen  and  sixty  who  (i)  refuses  at  the  time 
of  application  and  once  every  six  months  thereafter  to  register  for 
employment  in  a  manner  determined  by  the  Secretary;  (ii)  refuses 
to  fulfill  whatever  reasonable  reporting  and  inquiry  about  employ- 
ment requirements  as  are  prescribed  by  the  Secretary;  (iii)  is  head 
of  the  household  and  voluntarily  quits  any  job  without  good  cause, 
unless  the  household  was  certified  for  benefits  under  this  Act  im- 
mediately prior  to  such  unemployment:  Provided,  That  the  period 
of  ineligibility  shall  be  [sixty  days]  ninety  days  from  the  time  of 
the  voluntary  quit;  or  (iv)  refuses  without  good  cause  to  accept  an 
offer  of  employment  at  a  wage  not  less  than  the  higher  of  either 
the  applicable  State  or  Federal  minimum  wage,  or  80  per  centum 
of  the  Wage  that  would  have  governed  has  the  minimum  hourly 
rate  under  the  Fair  Labor  Standards  Act  of  1938,  as  amended  (29 
U.S.C.  206(a)(1)),  been  applicable  to  the  offer  of  employment,  and  at 
a  site  or  plant  not  then  subject  to  a  strike  or  lockout. 

(2)  A  person  who  otherwise  would  be  required  to  comply  with  the 
requirement  of  paragraph  (1)  of  this  subsection  shall  be  exempt 
from  such  requirements  if  he  or  she  is  (A)  currently  subject  to  and 


•Effective  Oct.  1,  1983,  section  6(c)(1)  of  the  Food  Stamp  Act  of  1977  would  be  amended  by— 

(1)  striking  in  the  first  sentence  "that  elect  to  use  a  system  of  retrospective  accounting  in 
accordance  with  section  5(f)  of  this  Act";  and 

(2)  striking  the  second  sentence. 
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complying  with  a  work  registration  requirement  under  title  IV  of 
the  Social  Security  Act,  as  amended  (42  U.S.C.  602),  or  the  Federal- 
State  unemployment  compensation  system;  (B)  a  parent  or  other 
member  of  a  household  with  responsibility  for  the  care  of  a  depend- 
ent child  under  age  twelve  or  of  an  incapacitated  person;  (C)  a 
parent  or  other  caretaker  of  a  child  in  a  household  where  there  is 
another  able-bodied  parent  who  is  subject  to  the  requirements  of 
this  subsection;  (D)  a  bona  fide  student  enrolled  at  least  half  time 
in  any  recognized  school,  training  program,  or  institution  of  higher 
education  (except  that  any  such  person  enrolled  in  an  institution  of 
higher  education  shall  be  ineligible  to  participate  in  the  food  stamp 
program  unless  he  or  she  meets  the  requirements  of  subsection  (e) 
of  this  section);  [(E)  a  regular  participant  in  a  drug  addiction  or 
alcoholic  treatment  and  rehabilitation  program;]  or  [(F)]  (E)  em- 
ployed a  minimum  of  thirty  hours  per  week  or  receiving  weekly 
earnings  which  equal  the  minimum  hourly  rate  under  the  Fair 
Labor  Standards  Act  of  1938,  as  amended  (29  U.S.C.  206(a)(1)), 
multiplied  by  thirty  hours. 

(3)  To  the  extent  that  a  State  employment  service  is  assigned 
responsibility  for  administering  the  provisions  of  subsection  (d)  of 
this  section,  it  shall  comply  with  the  regulations  issued  jointly  by 
the  Secretary  and  the  Secretary  of  Labor,  which  regulations  shall 
be  patterned  to  the  maximum  extent  practicable  on  the  work  in- 
centive program  requirements  set  forth  in  title  IV  of  the  Social 
Security  Act  (42  U.S.C.  603  et  seq.)  and  shall  take  into  account  the 
diversity  of  the  needs  of  the  food  stamp  work  registration  popula- 
tion. 

(4)  Notwithstanding  any  other  provision  of  law,  a  household  shall 
not  participate  in  the  food  stamp  program  at  any  time  that  any 
member  of  such  household,  not  exempt  from  the  work  registration 
requirements  of  paragraph  (1)  of  this  subsection,  is  on  strike  as 
defined  in  section  501(2)  of  the  Labor  Management  Relations  Act, 
1947,  because  of  a  labor  dispute  (other  than  a  lockout)  as  defined  in 
section  2(9)  of  the  National  Labor  Relations  Act:  Provided,  That  a 
household  shall  not  lose  its  eligibility  to  participate  in  the  food 
stamp  program  as  a  result  of  one  of  its  members  going  on  strike  if 
the  household  was  eligible  for  food  stamps  immediately  prior  to 
such  strike,  however,  such  household  shall  not  received  an  in- 
creased allotment  at  the  result  of  a  decrease  in  the  income  of  the 
striking  member  or  members  of  the  household:  Provided  further, 
That  such  ineligibility  shall  not  apply  to  any  household  that  does 
not  contain  a  member  on  strike,  if  any  of  its  members  refuses  to 
accept  employment  at  a  plant  or  site  because  of  a  strike  or  lockout 
[:]  ^Provided  further,  That  such  ineligibility  shall  not  apply  if  the 
household  meets  the  income  qualifications,  assets  requirements, 
and  work  registration  requirements,  as  mandated  in  subsection  (i) 
of  this  section.] 

*  *  *  #  *  *  # 

[(i)  No  household  that  contains  a  person  involved  in  a  labor- 
management  dispute  shall  be  eligible  to  participate  in  the  food 
stamp  program  unless  the  household  meets  the  income  guidelines, 
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asset  requirements,  and  work  registration  requirements  of  this 
Act.] 

******* 

VALUE  OF  ALLOTMENT 

Sec.  8.  (a)  The  value  of  the  allotment  which  State  agencies  shall 
be  authorized  to  issue  to  any  households  certified  as  eligible  to 
participate  in  the  food  stamp  program  shall  be  equal  to  the  cost  to 
such  households  of  the  thrifty  food  plan  reduced  by  an  amount 
equal  to  30  per  centum  of  the  household's  income,  as  determined 
in  accordance  with  section  5  (d)  and  (e)  of  this  Act,  rounded  to  the 
nearest  whole  dollar:  Provided,  That  for  households  of  one  and  two 
persons  the  minimum  allotment  shall  be  $10  per  month.  The  Secre- 
tary shall,  six  months  after  the  implementation  of  the  elimination 
of  the  charge  for  allotments  and  annually  thereafter,  report  to 
Congress  the  effect  on  participation  and  cost  of  this  elimination. 
******* 

(c)  The  value  of  the  allotment  issued  to  any  eligible  household  for 
the  initial  month  or  other  initial  period  for  which  an  allotment  is 
issued  shall  have  a  value  which  bears  the  same  ration  to  the  value 
of  the  allotment  for  a  full  month  or  other  initial  period  for  which 
the  allotment  is  issued  as  the  number  of  days  (from  the  date  of 
application)  remaining  in  the  month  or  other  inital  period  for 
which  the  allotment  is  issued  bears  to  the  total  number  of  days  in 
the  month  or  other  initial  period  for  which  the  allotment  is  issued. 
As  used  in  this  subsection,  the  term  "initial  month"  means  (1)  the 
first  month  for  which  an  allotment  is  issued  to  a  household,  and  (2) 
the  first  month  for  which  an  allotment  is  issued  to  a  household 
following  any  period  of  more  than  thirty  days  during  which  such 
household  was  not  participating  in  the  food  stamp  program  under 
this  Act  after  previous  participation  in  such  program. 

REDEMPTION  OF  COUPONS 

Sec.  10.  Regulations  issued  pursuant  to  this  Act  shall  provide  for 
the  redemption  of  coupons  accepted  by  retail  food  stores  through 
approved  wholesale  food  concerns  or  through  banks,  with  the  coop- 
eration of  the  Treasury  Department,  except  that  retail  food  stores 
defined  in  section  3(k)(4)  of  this  Act  shall  be  authorized  to  redeem 
their  members'  food  coupons  prior  to  receipt  by  the  members  of  the 
food  so  purchased,  and  [private  nonprofit  organizations  or  institu- 
tions which  serve  meals  to  narcotics  addicts  or  alcoholics  in  drug 
addiction  or  alcoholic  treatment  and  rehabilitation  programs,] 
public  and  private  nonprofit  shelters  that  prepare  and  serve  meals 
for  battered  women  and  children  [,]  and  public  or  private  non- 
profit group  living  arrangements  that  serve  meals  to  disabled  or 
blind  residents  shall  not  be  authorized  to  redeem  coupons  through 
banks. 
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ADMINISTRATION 

Sec.  11  (a)  The  State  agency  of  each  participating  State  shall 
assume  responsibility  for  the  certification  of  applicant  households 
and  for  the  issuance  of  coupons  and  the  control  and  accountability 
thereof.  There  shall  be  kept  such  records  as  may  be  necessary  to 
ascertain  whether  the  program  is  being  conducted  in  compliance 
with  the  provisions  of  this  Act  and  the  regulations  issued  pursuant 
to  this  Act.  Such  records  shall  be  available  for  inspection  and  audit 
at  any  reasonable  time  and  shall  be  preserved  for  such  period  of 
time,  not  less  than  three  years,  as  may  be  specified  in  the  regula- 
tions issued  pursuant  to  this  Act. 

******* 

(e)  The  State  plan  of  operation  required  under  subsection  (d)  of 
this  section  shall  provide,  among  such  other  provisions  as  may  be 
required  by  regulation — 

(1)  that  the  State  agency  shall  [(A)  inform  low-income 
households  about  the  availability,  eligibility  requirements  and 
benefits  of  the  food  stamp  program,  including,  but  not  limited 
to,  notification  to  recipients  of  aid  to  families  with  dependent 
children,  supplemental  security  income,  and  unemployment 
compensation,  distribution  of  application  forms,  and  associated 
instructions  in  filling  out  such  forms,  and  on  the  documenta- 
tion required  pursuant  to  paragraph  (3)  of  this  subsection;  (B) 
not  conduct  any  other  outreach  activities  of  a  noninforma- 
tional  nature  in  those  areas  in  which  a  federally  funded  com- 
munity action  program  is  in  operation  and  conducting  food 
stamp  outreach;  and  (C)  use  appropriate  bilingual  personnel 
and  printed  material  in  the  administration  of  the  program  in 
those  portions  of  political  subdivisions  in  the  State  in  which  a 
substantial  number  of  members  of  low-income  households 
speak  a  language  other  than  Englsh;]  not  conduct  food  stamp 
out-reach  activities  with  funds  provided  under  this  Act; 
******* 

[determination  of  disposition  of  claims  J 

COLLECTION  AND  DISPOSITION  OF  CLAIMS 

Sec.  13.  (a)  The  Secretary  shall  have  the  power  to  determine  the 
amount  of  and  settle  and  adjust  any  claim  and  to  compromise  or 
deny  all  or  part  of  any  such  claim  or  claims  arising  under  the 
provisions  of  this  Act  or  the  regulations  issued  pursuant  to  this 
Act,  including,  but  not  limited  to,  claims  arising  from  fraudulent 
and  nonfraudulent  overissuances  to  recipients,  including  the  power 
to  waive  claims  if  the  Secretary  determines  that  to  do  so  would 
serve  the  purposes  of  this  Act.  Such  powers  with  respect  to  claims 
against  recipients  may  be  delegated  by  the  Secretary  to  State  agen- 
cies. The  Secretary  shall  have  the  power  to  reduce  amounts  other- 
wise due  to  a  State  agency  under  section  16  of  this  Act  to  collect 
unpaid  claims  assessed  against  the  State  agency  if  the  State  agency 
has  declined  or  exhausted  its  appeal  rights  under  section  14  of  this 
Act 
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(b)(1)  In  the  case  of  any  ineligibility  determination  under  section 
6(b)  of  this  Act,  the  household  of  which  such  ineligible  individual  is 
a  member  is  required  to  agree  to  a  reduction  in  the  allotment  of  the 
household  of  which  such  individual  is  a  member,  or  payment  in 
cash,  in  accordance  with  a  schedule  determined  by  the  Secretary, 
that  will  be  sufficient  to  reimburse  the  Federal  Government  for 
double  the  value  of  any  overissuance  of  coupons  resulting  from  the 
activity  that  was  the  basis  of  the  ineligibility  determination.  If  a 
household  refuses  to  make  an  election,  or  elects  to  make  a  payment 
in  cash  under  the  provisions  of  the  preceding  sentence  and  fails  to 
do  so,  the  household  shall  be  subject  to  an  allotment  reduction. 

(2)  State  agencies  shall  collect  any  claim  against  a  household 
arising  from  the  overissuance  of  coupons,  other  than  claims  the 
collection  of  which  is  provided  for  in  paragraph  (1)  of  this  subsec- 
tion and  claims  arising  from  an  error  of  the  State  agency,  by  reduc- 
ing the  monthly  allotments  of  the  household.  These  collections  shall 
be  limited  to  10  per  centum  of  the  monthly  allotment  (or  $10  per 
month,  whenever  that  would  result  in  a  faster  collection  rate). 
******* 

ADMINISTRATIVE  COST-SHARING  AND  QUALITY  CONTROL 

Sec.  16.  (a)  The  Secretary  is  authorized  to  pay  to  each  State 
agency  an  amount  equal  to  50  per  centum  of  all  administrative 
costs  involved  in  each  State  agency's  operation  of  the  food  stamp 
program,  which  costs  shall  include,  but  not  be  limited  to,  the  cost 
of  [(1)  outreach,]  [(2)]  (1)  the  certification  of  applicant  house- 
holds, [(3)3  (2)  the  acceptance,  storage,  protection,  control,  and 
accounting  of  coupons  after  their  delivery  to  receiving  points 
within  the  State,  [(4)3  (3)  the  issuance  of  coupons  to  all  eligible 
households,  and  [(5)3  (4)  fair  hearings:  Provided,  That  the  Secre- 
tary is  authorized  to  pay  each  State  agency  an  amount  not  less 
than  75  per  centum  of  the  costs  of  State  food  stamp  program 
investigations  and  prosecutions,  and  is  further  authorized  at  the 
Secretary's  discretion  to  pay  any  State  agency  admininstering  the 
food  stamp  program  on  all  or  part  of  an  Indian  reservation  under 
section  11(d)  of  this  Act  such  amounts  for  administrative  costs  as 
the  Secretary  determines  to  be  necessary  for  effective  operation  of 
the  food  stamp  program,  as  well  as  to  permit  each  State  to  retain 
50  per  centum  of  the  value  of  all  funds  or  allotments  recovered  or 
collected  [through  prosecutions  or  other  State  activities  directed 
against  individuals  who  fraudulently  obtain  allotments  as  deter- 
mined in  accordance  with  this  Act. 3  pursuant  to  section  13(b)(1)  of 
this  Act  and  25  per  centum  of  the  value  of  all  funds  or  allotments 
recovered  or  collected  pursuant  to  section  13(b)(2)  of  this  Act.  The 
officials  responsible  for  making  determinations  of  [fraud 3  ineligi- 
bility under  this  Act  shall  not  receive  or  benefit  from  revenues 
retained  by  the  State  under  the  provisions  of  this  subsection. 

BLOCK  GRANT 

Sec.  19.  (a)(1)(A)  From  the  sums  appropriated  under  this  Act  the 
Secretary  shall,  subject  to  the  provisions  of  this  subsection  and 
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subsection  (b),  pay  to  the  Commonwealth  of  Puerto  Rico  not  to 
exceed  $825,000,000  for  each  fiscal  year  to  finance  100  per  centum  of 
the  expenditures  for  food  assistance  provided  to  needy  persons,  and 
50  per  centum  of  the  administrative  expenses  related  to  the  provi- 
sion of  such  assistance. 

(B)  The  payments  to  the  Commonwealth  for  any  fiscal  year  shall 
not  exceed  the  expenditures  by  that  jurisdiction  during  that  year  for 
the  provision  of  the  assistance  the  provision  of  which  is  included  in 
the  plan  of  the  Commonwealth  approved  under  subsection  (b)  and 
50  per  centum  of  the  related  administrative  expenses. 

(2)  The  Secretary  shall,  subject  to  the  provisions  of  subsection  (b), 
pay  to  the  Commonwealth  for  the  applicable  fiscal  year,  at  such 
times  and  in  such  manner  as  the  Secretary  may  determine,  the 
amount  estimated  by  the  Commonwealth  pursuant  to  subsection 
(b)(l)(A)(iv),  reduced  or  increased  to  the  extent  of  any  prior  overpay- 
ment or  current  underpayment  which  the  Secretary  determines  has 
been  made  under  this  section  and  with  respect  to  which  adjustment 
has  not  already  been  made  under  this  subsection. 

(b)(1)(A)  In  order  to  receive  payments  under  this  Act  for  any  fiscal 
year,  the  Commonwealth  shall  have  a  plan  for  that  fiscal  year 
approved  by  the  Secretary  under  this  section.  By  July  1  of  each  year, 
if  the  Commonwealth  wishes  to  receive  payments,  it  shall  submit  a 
plan  for  the  provision  of  the  assistance  described  in  subsection 
(a)(1)(A)  for  the  following  fiscal  year  which — 

(i)  designates  a  single  agency  which  shall  be  responsible  for 
the  administration,  or  supervision  of  the  administration,  of  the 
program  for  the  provision  of  such  assistance; 

(ii)  assesses  the  food  and  nutrition  needs  of  needy  persons 
residing  in  the  Commonwealth; 

(Hi)  describes  the  program  for  the  provision  of  such  assist- 
ance, including  the  assistance  to  be  provided  and  the  persons  to 
whom  such  assistance  will  be  provided,  and  any  agencies  desig- 
nated to  provide  such  assistance,  which  program  must  meet 
such  requirements  as  the  Secretary  may  by  regulation  prescribe 
for  the  purpose  of  assuring  that  assistance  is  provided  to  the 
most  needy  persons  in  the  jurisdiction; 

(iv)  estimates  the  amount  of  expenditures  necessary  for  the 
provision  of  the  assistance  described  in  the  program  and  related 
administrative  expenses,  up  to  the  amount  provided  for  pay- 
ment by  subsection  (a)(1)(A);  and 

(v)  includes  such  other  information  as  the  Secretary  may 
require. 

(B)(i)  The  Secretary  shall  approve  or  disapprove  any  plan  submit- 
ted pursuant  to  subparagraph  (A)  no  later  than  August  1  of  the  year 
in  which  it  is  submitted.  The  Secretary  shall  approve  any  plan 
which  complies  with  the  requirements  of  subparagraph  (A).  If  a 
plan  is  disapproved  because  it  does  not  comply  with  any  of  the 
requirements  of  that  subparagraph  the  Secretary  shall,  except  as 
provided  in  subparagraph  (B)(ii),  notify  the  appropriate  agency  in 
the  Commonwealth  that  payments  will  not  be  made  to  it  under 
subsection  (a)  for  the  fiscal  year  to  which  the  plan  applies  until  the 
Secretary  is  satisfied  that  there  is  no  longer  any  such  failure  to 
comply,  and  until  the  Secretary  is  so  satisfied,  the  Secretary  will 
make  no  payments. 
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(ii)  The  Secretary  may  suspend  the  denial  of  payments  under 
subparagraph  (B)(i)  for  such  period  as  the  Secretary  determines 
appropriate  and  instead  withhold  payments  provided  for  under  sub- 
section (a),  in  whole  or  in  part,  for  the  fiscal  year  to  which  the  plan 
applies,  until  the  Secretary  is  satisfied  that  there  is  no  longer  any 
failure  to  comply  with  the  requirements  of  subparagraph  (A),  at 
which  time  such  withheld  payments  shall  be  paid. 

(2)(A)  The  Commonwealth  shall  provide  for  a  biennial  audit  of 
expenditures  under  its  program  for  the  provisions  of  the  assistance 
described  in  subsection  (a)(1)(A),  and  within  120  days  of  the  end  of 
each  fiscal  year  in  which  the  audit  is  made,  shall  report  to  the 
Secretary  the  findings  of  such  audit. 

(B)  Within  120  days  of  the  end  of  each  fiscal  year,  the  Common- 
wealth shall  provide  the  Secretary  with  a  statement  as  to  whether 
the  payments  received  under  subsection  (a)  for  that  fiscal  year  ex- 
ceeded the  expenditures  by  it  during  that  year  for  which  payment  is 
authorized  under  this  section,  and  if  so,  by  how  much,  and  such 
other  information  as  the  Secretary  may  require. 

(C) (i)  If  the  Secretary  finds  that  there  is  a  substantial  failure  by 
the  Commonwealth  to  comply  with  any  of  the  requirements  of  sub- 
paragraphs (A)  and  (B),  or  to  comply  with  the  requirements  of 
subsection  (b)(1)(A)  in  the  administration  of  a  plan  approved  under 
subsection  (b)(1)(B),  the  Secretary  shall,  except  as  provided  in  sub- 
paragraph (C)(ii),  notify  the  approriate  agency  in  the  Commonwealth 
that  further  payments  will  not  be  made  to  it  under  subsection  (a) 
until  the  Secretary  is  satisfied  that  there  will  no  longer  be  any  such 
failure  to  comply,  and  until  the  Secretary  is  so  satisfied,  the  Secre- 
tary shall  make  no  futher  payments. 

(ii)  The  Secretary  may  suspend  the  termination  of  payments  under 
subparagraph  (C)(i)  for  such  period  as  the  Secretary  determines  ap- 
propriate and  instead  withhold  payments  provided  for  under  subsec- 
tion (a),  in  whole  or  in  part,  until  the  Secretary  is  satisfied  that 
there  will  no  longer  be  any  failure  to  comply  with  the  requirements 
of  subparagraphs  (A)  and  (B)  and  subsection  (b)(1)(A),  at  which  time 
such  withheld  payments  shall  be  paid. 

(Hi)  Upon  a  finding  under  subparagraph  (C)(i)  of  a  substantial 
failure  to  comply  with  any  of  the  requirements  of  subparagraphs  (A) 
and  (B)  and  subsection  (b)(1)(A),  the  Secretary  may,  in  addition  to  or 
in  lieu  of  any  action  taken  under  subparagraphs  (C)(i)  and  (C)(ii), 
refer  the  matter  to  the  Attorney  General  with  a  request  that  injunc- 
tive relief  be  sought  to  require  compliance  by  the  Commonwealth  of 
Puerto  Rico,  and  upon  suit  by  the  Attorney  General  in  an  appropri- 
ate district  court  of  the  United  States  and  a  showing  that  noncom- 
pliance has  occurred,  appropriate  injunctive  relief  shall  issue. 

(c) (1)  The  Secretary  shall  provide  for  the  review  of  the  programs 
for  the  provision  of  the  assistance  described  is  subsection  (a)(1)(A) 
for  which  payments  are  made  under  this  Act. 

(2)  The  Secretary  is  authorized  as  the  Secretary  deems  practicable 
to  provide  technical  assistance  with  respect  to  the  programs  for  the 
provision  of  the  assistance  described  in  subsection  (a)(1)(A). 

(d)  Whoever  knowingly  and  willfully  embezzles,  misapplies,  steals, 
or  obtains  by  fraud,  false  statement,  or  forgery,  any  funds,  assets,  or 
property  provided  or  financed  under  this  section  shall  be  fined  not 
more  than  $10,000  or  imprisoned  for  not  more  than  five  years,  or 
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both,  but  if  the  value  of  the  funds,  assets,  or  property  involved  is  not 
over  $200,  the  penalty  shall  be  a  fine  of  not  more  than  $1,000  or 
imprisonment  for  not  more  than  one  year,  or  both. 

Food  Stamp  Act  Amendments  of  1980 

[Public  Law  96-249] 

******* 

[dependent  care  deductions  for  working  adults 

[Sec.  104.  Effective  October  1,  1981,  section  5(e)  of  the  Food 
Stamp  Act  of  1977  is  amended  by — 

[(1)  in  the  forth  sentence,  amending  clause  (1)  to  read  as 
follows:  "(1)  a  dependent  care  deduction  for  the  actual  cost  of 
payments  necessary  for  the  care  of  a  dependent  regardless  of 
the  dependent's  age,  the  maximum  allowable  level  of  which 
shall  be  $90  per  month,  per  household,  when  such  care  enables 
a  household  member  to  accept  or  continue  employment  or 
training  or  education  that  is  preparatory  for  employment, 
and"; 

[(2)  in  the  fourth  sentence,  striking  out  everything  after 
"March  31"  down  to  the  period  at  the  end  of  the  sentence;  and 

[(3)  in  clause  (B)  striking  out  "that  for  the  excess  shelter 
expense  deduction  contained  in  clause  (2)  of  the  preceding 
sentence"  and  inserting  in  lieu  thereof  the  following:  "de- 
scribed in  clause  (1)  of  the  preceding  sentence:] 

[expanded  medical  deductions  for  the  elderly 

[Sec.  105.  Effective  October  1,  1981,  section  5(e)(A)  of  the  Food 
Stamp  Act  of  1977  is  amended  by — 

[(1)  inserting  "or  their  spouses"  before  ",  exclusive  of  special 
diets,";  and 

[(2)  striking  out  "$35"  and  inserting  in  lieu  thereof  "$25".] 

******* 

Subtitle  G— School  Lunch  and  Child  Nutrition  Programs 
National  School  Lunch  Act 

AN  ACT  To  provide  assistance  to  the  States  in  the  establishment,  maintenance, 
operation  and  expansion  of  school-lunch  programs,  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  may 
be  cited  as  the  "National  School  Lunch  Act." 

******* 

APPROPRIATIONS  authorized 

Sec.  3.  For  each  fiscal  year  there  is  hereby  authorized  to  be 
appropriated,  out  of  money  in  the  Treasury  not  otherwise  appropri- 
ated, such  sums  as  may  be  necessary  to  enable  the  Secretary  of 
Agriculture  (hereinafter  referred  to  as  "the  Secretary")  to  carry 
out  the  provisions  of  this  Act,  other  than  sections  [13,  17,]  17  and 
19.  Appropriations  to  carry  out  the  provisions  of  this  Act  and  of  the 
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Child  Nutrition  Act  of  1966  for  any  fiscal  year  are  authorized  to  be 
made  a  year  in  advance  of  the  beginning  of  the  fiscal  year  in  which 
the  funds  will  become  available  for  disbursement  to  the  States. 
Notwithstanding  any  other  provision  of  law,  any  funds  appropri- 
ated to  carry  out  the  provisions  of  such  Acts  shall  remain  available 
for  the  purposes  of  the  Act  for  which  appropriated  until  expended. 

APPORTIONMENT  TO  STATES 

Sec.  4.  (a)  The  sums  appropriated  for  any  fiscal  year  pursuant  to 
the  authorizations  contained  in  section  3  of  this  Act[,  excluding 
the  sum  specified  in  section  5,3  shall  be  available  to  the  Secretary 
for  supplying  agricultural  commodities  and  other  food  for  the  pro- 
gram in  accordance  with  the  provisions  of  this  Act.  [For  each 
fiscal  year  the  Secretary  shall  make  food  assistance  payments,  at 
such  times  as  he  may  determine,  from  the  sums  appropriated 
therefor,  to  each  State  educational  agency,  in  a  total  amount  equal 
to  the  result  obtained  by  multiplying  the  number  of  lunches  (con- 
sisting of  a  combination  of  foods  which  meet  the  minimum  nutritional 
al  requirements  prescribed  by  the  Secretary  under  subsection  9(a) 
of  this  Act)  served  during  such  fiscal  year  to  children  in  schools  in 
such  State,  which  participate  in  the  school  lunch  program  under 
this  Act  under  agreements  with  such  State  educational  agency,  by 
a  national  average  payment  per  lunch  for  such  fiscal  year  deter- 
mined by  the  Secretary  to  be  necessary  to  carry  out  the  purposes  of 
this  act:  Provided,  That  in  any  fiscal  year  such  national  average 
payment  shall  not  be  less  than  10  cents  per  lunch  and  that  the 
aggregate  amount  of  the  food  assistance  payments  made  by  the 
Secretary  to  each  State  educational  agency  for  any  fiscal  year  shall 
not  be  less  than  the  amount  of  the  payments  made  by  the  State 
agency  to  participating  schools  within  the  State  for  the  fiscal  year 
ending  June  30,  1972,  to  carry  out  the  purposes  of  this  section  4.] 

(b)(1)  The  Secretary  shall  make  food  assistance  payments  to  each 
State  educational  agency  each  fiscal  year,  at  such  times  at  the 
Secretary  may  determine,  from  the  sums  appropriated  for  such  pur- 
pose in  a  total  amount  equal  to  the  product  obtained  by  multiplying 
(A)  the  number  of  lunches  (consisting  of  a  combination  of  foods 
which  meet  the  minimum  nutritional  requirements  prescribed  by 
the  Secretary  under  subsection  9(a)  of  this  Act)  served  during  such 
fiscal  year  in  schools  in  such  State  which  participate  in  the  school 
lunch  program  under  this  Act  under  agreements  with  such  State 
educational  agency  by  (B)  the  national  average  lunch  payment  pre- 
scribed in  paragraph  (2)  of  this  subsection. 

(2)  The  national  average  lunch  payment  for  each  lunch  served 
shall  be  8.8315  cents,  except  that  for  each  lunch  served  in  school 
food  authorities  in  which  more  than  60  percent  or  more  of  the 
lunches  served  in  the  school  lunch  program  during  the  second  pre- 
ceding school  year  were  served  free  or  at  a  reduced  price,  the  nation- 
al average  lunch  payment  shall  be  10.8315  cents,  which  payments 
shall  be  adjusted  on  July  1,  1981,  and  annually  thereafter  as  pro- 
vided in  section  11(a)  of  this  Act. 
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FOOD  SERVICE  EQUIPMENT  ASSISTANCE 

[Sec.  5.  Of  the  sums  appropriated  for  any  fiscal  year  pursuant  to 
the  authorization  contained  in  section  3  of  this  Act,  $10,000,000 
shall  be  available  to  the  Secretary  for  the  purpose  of  providing, 
during  such  fiscal  year,  food  service  equipment  assistance  for  the 
school-lunch  program  pursuant  to  the  provisions  of  this  Act.  The 
Secretary  shall  apportion  among  the  States  during  each  fiscal  year 
the  aforesaid  sum  of  $10,000,000  and  such  apportionment  among 
the  States  shall  be  on  the  basis  of  the  factors,  and  in  accordance 
with  the  standards,  set  forth  in  section  4  with  respect  to  the 
apportionment  for  agricultural  commodities  and  other  foods.] 

DIRECT  FEDERAL  EXPENDITURES 

Sec.  6.  (a)  The  funds  provided  by  apropriation  or  transfer  from 
other  accounts  for  any  fiscal  year  for  carrying  out  the  provisions  of 
this  Act,  and  for  carrying  out  the  provisions  of  the  Child  Nutrition 
Act  of  1966,  other  than  section  3  thereof,  less — 

(1)  not  to  exceed  SV2  per  centum  thereof  which  per  centum  is 
hereby  made  available  to  the  Secretary  for  his  administrative 
expenses  under  this  Act  and  under  the  Child  Nutrition  Act  of 
1966; 

(2)  the  amount  apportioned  by  him  pursuant  to  [sections  4 
and  5]  section  4  of  this  Act  and  the  amount  appropriated 
pursuant  to  [sections  11  and  13]  section  11  of  this  Act  and 
[sections  4,  5,  and  7]  sections  4  and  7  of  the  Child  Nutrition 
Act  of  1966;  and 

LEVEL  of  commodity  assistance 

(e)  [For  the  fiscal  year  ending  June  30,  1975,  and  subsequent 
school  years,  the  national  average  value  of  donated  foods,  of  cash 
payments  in  lieu  thereof,  shall  not  be  less  than  10  cents  per  lunch, 
and  that  amount  shall  be  adjusted  on  an  annual  basis  each  school 
year  after  June  30,  1975,  to  reflect  changes  in  the  Price  Index  of 
Food  Used  in  Schools  and  Institutions.]  The  national  average  value 
of  donated  foods,  or  cash  payments  in  lieu  thereof  shall  be  11.29 
cents,  adjusted  on  July  1,  1981,  and  each  July  1  thereafter,  to  reflect 
changes  in  the  Price  Index  for  Food  Used  in  Schools  and  Institu- 
tions. The  Index  shall  be  computed,  using  five  major  food  compo- 
nents in  the  Bureau  of  Labor  Statistics'  Producer  Price  Index 
(cereal  and  bakery  products,  meats,  poultry  and  fish,  dairy  prod- 
ucts, processed  fruits  and  vegetables,  and  fats  and  oils).  Each  com- 
ponent shall  be  weighted  using  the  same  relative  weight  as  deter- 
mined by  the  Bureau  of  Labor  Statistics.  The  value  of  food  assist- 
ance for  each  meal  shall  be  adjusted  each  July  1  by  the  annual 
percentage  change  in  a  three-month  simple  average  value  of  the 
Price  Index  for  Foods  Used  in  Schools  and  Institutions  for  March, 
April,  and  May  each  year.  Such  adjustment  shall  be  computed  to 
the  nearest  one-forth  cent.  Among  those  commodities  delivered 
under  the  section,  the  Secretary  shall  give  special  emphasis  to  high 
protein  foods,  meat,  and  meat,  alternates  (which  may  include  do- 
mestic seafood  commodities  and  their  products).  Notwithstanding 
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any  other  provision  of  this  section,  not  less  than  75  per  centum  of 
the  assistance  provided  under  this  subsection  (e)  shall  be  in  the 
form  of  donated  foods  for  the  school  lunch  program. 

******* 


PAYMENTS  TO  STATES 

[Sec.  7.  Funds  appropriated  to  carry  out  section  4  or  5  during 
any  fiscal  year  shall  be  available  for  payment  to  the  States  for 
disbursement  by  State  educational  agencies,  in  accordance  with 
such  agreements,  not  inconsistent  with  the  provisions  of  this  act,  as 
may  be  entered  into  by  the  Secretary  and  such  State  educational 
agencies,  for  the  purpose  of  assisting  schools  of  the  States  in  sup- 
plying (1)  agricultural  commodities  and  other  foods  for  consump- 
tion by  children  and  (2)  food  service  equipment  assistance  in  fur- 
therance of  the  school  lunch  program  authorized  under  this  Act. 
Such  payments  to  any  State  in  any  fiscal  year  during  the  period 
1947  to  1950,  inclusive,  shall  be  made  upon  condition  that  each 
dollar  thereof  will  be  matched  during  such  year  by  $1  from  sources 
within  the  State  determined  by  the  Secretary  to  have  been  expend- 
ed in  connection  with  the  school-lunch  program  under  this  Act. 
Such  payments  in  any  fiscal  year  during  the  period  1951  to  1955, 
inclusive,  shall  be  made  upon  condition  that  each  dollar  thereof 
will  be  so  matched  by  one  and  one-half  dollars;  and  for  any  fiscal 
or  school  year  thereafter,  such  payments  shall  be  made  upon  condi- 
tion that  each  dollar  will  be  so  matched  by  $3.  In  the  case  of  any 
State  whose  per  capita  income  is  less  than  the  per  capita  income  of 
the  United  States,  the  matching  required  for  any  fiscal  or  school 
year  shall  be  decreased  by  the  percentage  which  the  State  per 
capita  income  is  below  the  per  capita  income  of  the  United  States. 
For  the  purpose  of  determining  whether  the  matching  require- 
ments of  this  section  and  section  10,  respectively,  have  been  met, 
the  reasonable  value  of  donated  service,  supplies,  facilities,  and 
equipment  as  certified,  respectively,  by  the  State  educational 
agency  and  in  case  of  schools  receiving  funds  pursuant  to  section 
10,  by  such  schools  (but  not  the  cost  or  value  of  land,  of  the 
acquisition,  construction,  or  alteration  of  buildings  of  commodities 
donated  by  the  Secretary,  or  of  Federal  contributions),  may  be 
regarded  as  funds  from  sources  within  the  State  expended  in  con- 
nection with  the  school-lunch  program.  For  the  school  year  begin- 
ning in  1976,  State  revenue  (other  than  revenues  derived  from  the 
program)  appropriated  or  used  specifically  for  program  purposes 
(other  than  salaries  and  administrative  expenses  at  the  State,  as 
distinguished  from  local,  level)  shall  constitute  at  least  8  percent  of 
the  matching  requirement  for  the  preceding  school  year,  or,  at  the 
discretion  of  the  Secretary,  fiscal  year,  and  for  each  school  year 
thereafter,  at  least  10  percent  of  the  matching  requirement  for  the 
preceding  school  year.  The  State  revenues  made  available  pursuant 
to  the  preceding  sentence  shall  be  disbursed  to  schools,  to  the 
extent  the  State  deems  practicable,  in  such  manner  that  each 
school  receive  the  same  proportionate  share  of  such  revenues  as  it 
receives  of  the  funds  apportioned  to  the  State  for  the  same  year 
under  sections  4  and  11  of  the  National  School  Lunch  Act  and 
sections  4  and  5  of  the  Child  Nutrition  Act  of  1966.  The  require- 
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ment  in  this  section  that  each  dollar  of  Federal  assistance  be 
matched  by  $3  from  sources  within  the  State  (with  adjustments  for 
the  per  captia  income  of  the  State)  shall  not  be  applicable  with 
respect  to  the  payments  made  to  participating  schools  under  sec- 
tion 4  of  this  Act  for  free  and  reduced  price  lunches;  Provided, 
That  the  foregoing  provisions  shall  not  affect  the  level  of  State 
matching  required  by  the  sixth  sentence  of  this  section.  The  Secre- 
tary shall  certify  to  the  Secretary  of  the  Treasury  from  time  to 
time  the  amounts  to  be  paid  to  any  State  under  this  section  and 
the  time  or  times  such  amounts  are  to  be  paid;  and  the  Secretary 
of  Treasury  shall  pay  to  the  State  at  the  time  or  times  fixed  by  the 
Secretary  the  amounts  so  certified.] 

Sec.  7.  (a)  Funds  appropriated  to  carry  out  section  4  of  this  Act 
during  any  fiscal  year  shall  be  available  for  payment  to  the  States 
for  disbursement  by  State  educational  agencies,  in  accordance  with 
such  agreements,  not  inconsistent  with  the  provisions  of  this  Act,  as 
may  be  entered  into  by  the  Secretary  and  such  State  educational 
agencies,  for  the  purpose  of  assisting  schools  within  the  States  in 
obtaining  agricultural  commodities  and  other  foods  for  consumption 
by  children  in  furtherance  of  the  school  lunch  program  authorized 
under  this  Act.  In  the  school  year  beginning  July  1,  1981,  and  in 
each  school  year  thereafter,  such  payments  to  any  State  shall  be 
made  upon  condition  that  State  revenues,  other  than  revenues  de- 
rived from  the  program,  appropriated  for  or  used  in  connection  with 
food  service  in  schools  participating  in  the  school  lunch  program 
under  this  Act,  other  than  salaries  and  administrative  expenses  at 
the  State  level,  shall  be  equal  to  at  least  30  per  centum  of  the  funds 
made  available  to  such  State  pursuant  to  section  4  of  this  Act  in  the 
school  year  beginning  July  1,  1980,  decreased  by  the  percentage,  if 
any,  by  which  the  State  per  capita  income  is  below  the  per  capita 
income  of  the  United  States. 

(b)  The  State  revenues  provided  by  any  State  to  meet  the  require- 
ment of  the  preceding  subsection  shall,  to  the  extent  the  State  deems 
practicable,  be  disbursed  to  schools  participating  in  the  school  lunch 
program  under  this  Act.  No  State  in  which  the  State  educational 
agency  is  prohibited  by  law  from  disbursing  State  appropriated 
funds  to  private  schools  shall  be  required  to  match  Federal  funds 
made  available  on  the  basis  of  meals  served  in  such  schools. 

(c)  The  Secretary  shall  certify  to  the  Secretary  of  the  Treasury 
from  time  to  time  the  amounts  to  be  paid  to  any  State  under  this 
section  and  the  time  or  times  such  amounts  are  to  be  paid;  and  the 
Secretary  of  the  Treasury  shall  pay  to  the  State  at  the  time  or  times 
fixed  by  the  Secretary  the  amounts  so  certified. 

STATE  DISBURSEMENT  TO  SCHOOLS 

Sec.  8.  Funds  paid  to  any  State  during  any  fiscal  year  pursuant 
to  section  4  [or  5]  shall  be  disbursed  by  the  State  educational 
agency,  in  accordance  with  such  agreements  approved  by  the  Secre- 
tary as  may  be  entered  into  by  such  State  agency  and  the  schools 
in  the  State,  to  those  schools  in  the  State  which  the  State  educa- 
tional agency,  taking  into  account  need  and  attendance,  determines 
are  eligible  to  participate  in  the  school-lunch  program.  Such  dis- 
bursement to  any  school  shall  be  made  only  for  the  purpose  of 
assisting  it  [to  finance  the  cost  of  obtaining]  to  obtain  agricultur- 
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al  commodities  and  other  foods  for  consumption  by  children  in  the 
school-lunch  program  [and  food  service  equipment  assistance  in 
connection  with  such  program].  The  terms  "child"  and  "children" 
as  used  in  this  Act  shall  be  deemed  to  include  persons  regardless  of 
age  who  are  determined  by  the  State  educational  agency,  in  accord- 
ance with  regulations  prescribed  by  the  Secretary,  to  be  mentally 
or  physically  handicapped  and  who  are  attending  any  child  care 
institution  as  defined  in  section  17  of  this  Act  or  any  nonresiden- 
tial public  or  nonprofit  private  school  of  high  school  grade  or  under 
for  the  purpose  of  participating  in  a  school  program  established  for 
mentally  or  physically  handicapped:  Provided,  That  no  institution 
that  is  not  otherwise  eligible  to  participate  in  the  program  under 
section  17  of  this  Act  shall  be  deemed  so  eligible  because  of  this 
sentence.  [Such  food  costs  may  include,  in  addition  to  the  pur- 
chase price  of  agricultural  commodities  and  other  foods,  the  cost  of 
processing,  distributing,  transporting,  storing,  or  handling  there- 
of.] In  no  event  shall  such  disbursement  for  food  to  any  school  for 
any  fiscal  year  exceed  an  amount  determined  by  multiplying  the 
number  of  lunches  served  in  the  school  in  the  school-lunch  pro- 
gram under  this  Act  during  such  year  by  the  maximum  [Federal 
food-cost  contribution  rate]  per  meal  reimbursement  rate  for  the 
type  of  lunch  served,  shall  be  increased  by  a  like  amount.  Lunch 
assistance  disbursements  to  schools  under  this  section  and  under 
section  11  of  this  Act  may  be  made  in  advance  or  by  way  of 
reimbursement  in  accordance  with  procedures  prescribed  by  the 
Secretary. 

NUTRITIONAL  AND  OTHER  PROGRAM  REQUIREMENTS 

Sec.  9.  (a)  Lunches  served  by  schools  participating  in  the  school- 
lunch  program  under  this  Act  shall  meet  minimum  nutritional 
requirements  prescribed  by  the  Secretary  on  the  basis  of  tested 
nutritional  research;  except  that  such  minimum  nutritional  re- 
quirements shall  not  be  construed  to  prohibit  the  substitution  of 
foods  to  accommodate  the  medical  or  other  special  dietary  needs  of 
individual  students.  The  Secretary  shall  establish,  in  cooperation 
with  State  educational  agencies,  administrative  procedures,  which 
shall  include  local  educational  agency  and  student  participation, 
designed  to  diminish  waste  of  foods  which  are  served  by  schools 
participating  in  the  school  lunch  program  under  this  Act  without 
endangering  the  nutritional  integrity  of  the  lunches  served  by  such 
schools.  Students  in  senior  high  schools  that  participate  in  the 
school  lunch  program  under  this  Act  (and,  when  approved  by  the 
local  school  district  or  nonprofit  private  schools,  students  in  any 
other  grade  level  [in  any  junior  high  school  or  middle  school]) 
shall  not  be  required  to  accept  offered  foods  they  do  not  intend  to 
consume,  and  any  such  failure  to  accept  offered  foods  shall  not 
affect  the  full  charge  to  the  student  for  a  lunch  meeting  the  re- 
quirements of  this  subsection  or  the  amount  of  payments  made 
under  this  Act  to  any  such  school  for  such  lunch. 

(b)[(l)  No  later  than  June  1  of  each  fiscal  year,  the  Secretary 
shall  issue  revised  income  poverty  guidelines  for  use  during  the 
subsequent  12-month  period  from  July  through  June.  The  income 
poverty  guidelines  shall  be  the  nonfarm  income  poverty  guidelines 
prescribed  by  the  Office  of  Management  and  Budget  adjusted  annu- 
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ally  under  section  625  of  the  Economic  Opportunity  Act  of  1964,  as 
amended  (42  U.S.C.  297 Id):  Provided,  That  the  income  poverty 
guidelines  for  the  period  commencing  July  1,  1978,  shall  be  made 
as  up  to  date  as  possible  by  multiplying  the  nonfarm  income  pover- 
ty guidelines  based  on  the  average  1977  Consumer  Price  Index  and 
the  Consumer  Price  Index  of  March  1978,  using  the  most  current 
procedures  of  the  Office  of  Management  and  Budget.  The  income 
poverty  guidelines  for  future  periods  shall  be  similarly  adjusted. 
Any  child  who  is  a  member  of  a  household  which  has  an  annual 
income  not  above  the  applicable  family-size  income  level  set  forth 
in  the  income  poverty  guidelines  prescribed  by  the  Secretary  shall 
be  served  a  free  lunch.  Following  the  announcement  by  the  Secre- 
tary of  the  income  poverty  guidelines  for  each  12-month  period, 
each  State  educational  agency  shall  prescribe  the  income  guide- 
lines, by  family  size,  to  be  used  by  schools  in  the  State  during  such 
12-month  period  in  making  determinations  of  those  eligible  for  a 
free  lunch  as  prescribed  in  this  section.  The  income  guidelines  for 
free  lunches  shall  be  prescribed  at  25  percent  above  the  applicable 
family  size  income  levels  in  the  income  poverty  guidelines  pre- 
scribed by  the  Secretary.  Each  fiscal  year,  each  State  educational 
agency  shall  also  prescribe  income  guidelines,  by  family  size,  to  be 
used  by  schools  in  the  State  during  the  12-month  period  from  July 
through  June  in  making  determinations  of  those  children  eligible 
for  a  lunch  at  a  reduced  price,  not  to  exceed  20  cents.  Such  income 
guidelines  for  reduced-price  lunches  shall  be  prescribed  at  95  per 
centum  above  the  applicable  family  size  income  levels  in  the 
income  poverty  guidelines  prescribed  by  the  Secretary.  Any  child 
who  is  a  member  of  a  household,  if  that  household  has  an  annual 
income  which  falls  between  (A)  the  applicable  family  size  income 
level  of  the  income  guidelines  for  free  lunches  prescribed  by  the 
State  educational  agency  and  (B)  95  per  centum  above  the  applica- 
ble family  size  income  levels  in  the  income  poverty  guidelines 
prescribed  by  the  Secretary,  shall  be  served  a  reduced  price  lunch 
at  a  price  not  to  exceed  20  cents.  Local  school  authorities  shall 
publicly  announce  such  income  guidelines  on  or  about  the  opening 
of  school  each  fiscal  year,  and  shall  make  determinations  with 
respect  to  the  annual  incomes  of  any  household  solely  on  the  basis 
of  a  statement  executed  in  such  form  as  the  Secretary  may  pre- 
scribe by  an  adult  member  of  such  household:  Provided,  That  such 
local  school  authorities  may  for  cause  seek  verification  of  the  data 
in  such  application.  No  physical  segregation  of  or  other  discrimina- 
tion against  any  child  eligible  for  a  free  lunch  or  a  reduced  price 
lunch  shall  be  made  by  the  school  nor  shall  there  be  any  overt 
identification  of  any  child  by  special  tokens  or  tickets,  announced 
or  published  lists  of  names,  or  by  other  means.  For  purposes  of  this 
subsection,  ' 'Consumer  Price  Index"  means  the  Consumer  Price 
Index  published  each  month  by  the  Bureau  of  Labor  Statistics  of 
the  Department  of  Labor.]  (IJfAJ  No  later  than  June  1  of  each 
fiscal  year,  the  Secretary  shall  prescribe  income  guidelines  for  deter- 
mining eligibility  for  free  and  reduced-price  lunches  during  the 
subsequent  twelve-month  period  beginning  July  1.  The  income 
guidelines  for  determining  eligibility  for  free  lunches  in  any  such 
period  shall  be  SO  per  centum  above  the  applicable  family-size 
income  levels  contained  in  the  nonfarm  income  poverty  guidelines 
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prescribed  by  the  Office  of  Management  and  Budget  adjusted  annu- 
ally pursuant  to  section  625  of  the  Economic  Opportunity  Act  of 
1964  (42  U.S.C  2971(d),  except  that  beginning  July  1,  1983,  the 
income  guidelines  for  determining  eligibility  for  free  lunches  shall 
be  the  same  as  the  gross  income  eligibility  standards  announced  by 
the  Secretary  for  such  period  for  eligibility  for  participation  in  the 
food  stamp  program  under  the  Food  Stamp  Act  of  1977. 

(B)  The  income  poverty  guidelines  for  determining  eligibility  for 
reduced-price  lunches  in  any  such  period  shall  be  85  per  centum 
above  the  applicable  family-size  income  levels  contained  in  the  non- 
farm  income  poverty  guidelines  prescribed  by  the  Office  of  Manage- 
ment and  Budget  adjusted  annually  pursuant  to  section  625  of  the 
Economic  Opportunity  Act  of  1964  (4  U.S.C.  2971(d)). 

(2)  Following  the  announcement  by  the  Secretary  of  the  income 
eligibility  guidelines  for  each  twelve-month  period,  each  State  edu- 
cational agency  shall  announce  the  income  poverty  guidelines,  by 
family-size,  to  be  used  by  schools  in  the  State  in  making  determina- 
tions of  eligibility  for  free  and  reduced-price  lunches.  Local  school 
authorities  shall,  each  year,  publicly  announce  the  income  poverty 
guidelines  on  or  at  the  opening  of  school.  Applications  for  free  and 
reduced-price  lunches,  in  such  form  as  the  Secretary  may  prescribe 
or  approve,  and  any  descriptive  material,  shall  be  distributed  to  the 
parents  or  guardians  of  children  in  attendance  at  the  school,  and 
shall  contain  only  the  family  size  income  levels  for  reduced-price 
meal  eligibility  with  the  explanation  that  households  with  incomes 
less  than  or  equal  to  these  values  would  be  eligible  for  free  or 
reduced-price  lunches.  Such  forms  and  descriptive  material  may  not 
contain  the  income  levels  for  free  lunches.  Eligibility  determinations 
shall  be  made  on  the  basis  of  a  completed  application  form  executed 
by  an  adult  member  of  the  household.  The  Secretary,  States,  and 
local  school  authorities  may  seek  verification  of  the  data  in  such 
application.  States  and  local  school  authorities  shall  undertake 
such  other  verification  of  the  information  contained  in  such  appli- 
cations as  the  Secretary  may  by  regulation  prescribe,  and  local 
school  authorities  shall,  in  accordance  with  such  regulations,  make 
appropriate  changes  in  the  eligibility  determinations  on  the  basis  of 
such  verification. 

(3)  Any  child  who  is  a  member  of  a  household  whose  income  at 
the  time  of  application  is  at  an  annual  rate  equal  to  or  less  than 
the  applicable  family-size  income  level  of  the  income  eligibility 
guidelines  for  free  lunches,  shall  be  served  a  free  lunch.  Any  child 
who  is  a  member  of  a  household  whose  income  at  the  time  of 
application  is  at  an  annual  rate  which  falls  between  (A)  the  appli- 
cable family-size  income  level  of  the  income  eligibility  guidelines  for 
free  lunches  prescribed  by  the  Secretary,  and  (B)  the  applicable 
family-size  income  level  of  the  income  eligibility  guidelines  for  re- 
duced-price lunches  prescribed  by  the  Secretary  shall  be  served  a 
reduced-price  lunch  at  a  price  not  in  excess  of  40  cents. 

[(2) J  (4)  Any  child  who  has  a  parent  or  guardian  who  (A)  is 
responsible  for  the  principal  support  of  such  child  and  (B)  is  unem- 
ployed shall  be  served  a  free  or  reduced  price  lunch,  respectively, 
during  any  period  (i)  in  which  such  child's  parent  or  guardian 
continues  to  be  unemployed  and  (ii)  the  income  of  the  child's 
parent  or  guardians  during  such  period  of  unemployment  falls 
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within  the  income  eligibility  criteria  for  free  lunches  or  reduced 
price  lunches,  respectively,  based  on  the  current  rate  of  income  of 
such  parents  or  guardians.  Local  school  authorities  shall  publicly 
announce  that  such  children  are  eligible  for  a  free  or  reduced  price 
lunch,  and  shall  make  determinations  with  respect  to  the  status  of 
any  parent  or  guardian  of  any  child  under  clauses  (A)  and  (B)  of 
the  preceding  sentence  [solely]  on  the  basis  of  a  statement  execut- 
ed in  such  form  as  the  Secretary  may  prescribe  by  such  parent  or 
guardian.  No  physical  segregation  of,  or  other  discrimination 
against,  any  child  eligible  for  a  free  or  reduced  price  lunch  under 
this  paragraph  shall  be  made  by  the  school  nor  shall  there  be  any 
overt  identification  of  any  such  child  by  special  tokens  or  tickets, 
announced  or  published  lists  of  names,  or  by  any  other  means. 
******* 

(d)(1)  The  Secretary  shall  require  as  a  condition  of  eligibility  for 
participation  in  the  program  that  the  member  of  the  household  who 
executes  the  application  for  participation  must  furnish  the  social 
security  account  members  of  all  adult  members  of  the  household  of 
which  such  person  is  a  member. 

(2)  No  member  of  a  household  may  be  provided  free  or  reduced- 
price  lunches  under  this  Act  unless  appropriate  documentation,  as 
prescribed  by  the  Secretary,  of  the  income  of  such  household  has 
been  provided  to  school  authorities  or  unless  appropriate  documen- 
tation showing  that  such  household  is  participating  in  the  food 
stamp  program  under  the  Food  Stamp  Act  of  1977  has  been  pro- 
vided to  local  school  authorities. 

DISBURSEMENT  TO  SCHOOLS  BY  THE  SECRETARY 

[Sec.  10.  If,  in  any  State,  the  State  educational  agency  is  not 
permitted  by  law  to  disburse  the  funds  paid  to  it  under  this  Act  to 
any  of  the  schools  in  the  State,  or  is  not  permitted  by  law  to  match 
Federal  funds  made  available  for  use  by  such  school,  the  Secretary 
shall  disburse  the  funds  directly  to  such  schools  within  the  State 
for  the  same  purposes  and  subject  to  the  same  conditions  as  are 
authorized  or  required  with  respect  to  the  disbursements  to  schools 
within  the  State  by  the  State  educational  agency,  including  the 
requirement  that  any  such  payment  or  payments  shall  be  matched, 
in  the  proportion  specified  in  section  7  for  such  State,  by  funds 
from  sources  within  the  State  expended  by  such  schools  within  the 
State  participating  in  the  school  lunch  program  under  this  Act. 
Such  funds  shall  not  be  considered  a  part  of  the  funds  constituting 
the  matching  funds  under  the  terms  of  section  7.] 

Sec.  10.  If,  in  any  State,  the  State  educational  agency  is  not 
permitted  by  law  to  disburse  the  funds  paid  to  it  under  this  Act  to 
any  of  the  schools  in  the  State,  the  Secretary  shall  disburse  the 
funds  directly  to  such  schools  within  the  State  for  the  same  pur- 
poses and  subject  to  the  same  conditions  as  are  authorized  or  re- 
quired with  respect  to  the  disbursements  to  schools  with  the  State 
by  the  State  educational  agency.  To  the  extent  the  Secretary  has 
continuously  withheld  and  disbursed  funds  payable  to  a  State 
under  this  Act  since  October  1,  1980,  for  the  purpose  of  providing 
funds  to  schools,  service  institutions,  or  institutions,  and  only  to 
that  extent,  the  Secretary  shall  continue  to  withhold  and  disburse 
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such  funds  within  such  State  for  the  same  purposes  and  subject  to 
the  same  conditions  as  are  applicable  to  a  State  disbursing  funds 
made  available  under  this  Act.  Any  such  State  may,  upon  request  to 
the  Secretary,  assume  administration  of  any  program  authorized 
under  this  Act. 

SPECIAL  ASSISTANCE 

Sec.  11.  (a)  Except  as  provided  in  section  10  of  this  Act,  in  each 
fiscal  year  each  State  educational  agency  shall  receive  special- 
assistance  payments  in  an  amount  equal  to  the  sum  of  the  product 
obtained  by  multiplying  the  number  of  lunches  (consisting  of  a 
combination  of  foods  which  meet  the  minimum  nutritional  require- 
ments prescribed  by  the  Secretary  pursuant  to  subsection  9(a)  of 
this  Act)  served  free  to  children  eligible  for  such  lunches  in  schools 
within  that  State  during  such  fiscal  year  by  the  special-assistance 
factor  for  free  lunches  prescribed  by  the  Secretary  for  such  fiscal 
year  and  the  product  obtained  by  multiplying  the  number  of 
lunches  served  at  a  reduced  price  to  children  eligible  for  such 
reduced-price  lunches  in  schools  within  that  State  during  such 
fiscal  year  by  the  special-assistance  factor  for  reduced-price  lunches 
prescribed  by  the  Secretary  for  such  fiscal  year.  In  the  case  of  any 
school  which  determines  that  at  least  80  percent  of  the  children  in 
attendance  during  a  school  year  (hereinafter  in  this  sentence  re- 
ferred to  as  the  ' 'first  school  year")  are  eligible  for  free  lunches  or 
reduced-price  lunches,  special-assistance  payments  shall  be  paid  to 
the  State  educational  agency  with  respect  to  that  school,  if  that 
school  so  requests  for  the  school  year  following  the  first  school 
year,  on  the  basis  of  the  number  of  free  lunches  or  reduced-price 
lunches,  as  the  case  may  be,  that  are  served  by  that  school  during 
the  school  year  for  which  the  request  is  made,  to  those  children 
who  were  determined  to  be  so  eligible  in  the  first  school  year  and 
the  number  of  free  lunches  and  reduced-price  lunches  served 
during  that  year  to  other  children  determined  for  that  year  to  be 
eligible  for  such  lunches.  In  the  case  of  any  school  that  (1)  elects  to 
serve  all  children  in  that  school  free  lunches  under  the  school 
lunch  program  during  any  period  of  three  successive  school  years 
and  (2)  pays,  from  sources  other  than  Federal  funds,  for  the  costs  of 
serving  such  lunches  which  are  in  excess  of  the  value  of  assistance 
received  under  this  Act  with  respect  to  the  number  of  lunches 
served  during  the  period,  special-assistance  payments  shall  be  paid 
to  the  State  educational  agency  with  respect  to  that  school  during 
that  period  on  the  basis  of  the  number  of  lunches  determined 
under  the  succeeding  sentence.  For  purposes  of  making  special- 
assistance  payments  in  accordance  with  the  preceding  sentence, 
the  number  of  lunches  served  by  a  school  to  children  eligible  for 
free  lunches  and  reduced-price  lunches  during  each  school  year  of 
the  three-school-year  period  shall  be  deemed  to  be  the  number  of 
lunches  served  by  that  school  to  children  eligible  for  free  lunches 
and  reduced-price  lunches  during  the  first  school  year  of  such 
period,  unless  that  school  elects,  for  purposes  of  computing  the 
amount  of  such  payments  to  determine  on  a  more  frequent  basis 
the  number  of  children  eligible  for  free  and  reduced-price  lunches 
who  are  served  lunches  during  such  period.  [For  the  fiscal  year 
beginning  July  1,  1973,  the  Secretary  shall  prescribe,  a  special- 
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assistance  factor  for  free  lunches  of  not  less  than  45  cents  and  a 
special-assistance  factor  for  reduced-price  lunches  which  shall  be  20 
cents  less  than  the  special-assistance  factor  for  free  lunches.]  The 
special-assistance  factor  prescribed  by  the  Secretary  for  free  lunches 
shall  be  89.1165  cents,  adjusted  on  July  1,  1981,  and  annually 
thereafter  as  hereinafter  provided  in  this  subsection,  and  the  spe- 
cial-assistance factor  for  reduced-price  lunches  shall  be  40  cents  less 
than  the  special-assistance  factor  for  free  lunches.  The  Secretary 
shall  prescribe  on  July  1  of  each  fiscal  year  [,  and  on  January  1,  of 
each  fiscal  year,  semiannual  adjustments]  a n  annual  adjustment  in 
the  national  average  rates  for  lunches  served  under  section  4  of  the 
National  School  Lunch  Act  and  the  special-assistance  factor  for  the 
lunches  served  under  section  11  of  the  National  School  Lunch  Act, 
and  the  national  average  rates  for  breakfast  served  under  section  4 
of  the  Child  Nutrition  Act  of  1966,  as  amended,  that  shall  reflect 
changes  in  the  cost  of  operating  a  school  lunch  and  breakfast 
program  under  these  Acts,  as  indicated  by  the  change  in  the  series 
for  food  away  from  home  of  the  Consumer  Price  Index  for  All 
Urban  Consumers  published  by  the  Bureau  of  Labor  Statistics  of 
the  Department  of  Labor:  [Provided,  That  the  initial  such  adjust- 
ment shall  reflect  the  change  in  the  series  for  food  away  from 
home  during  the  period  September  1973,  through  November  1973: 
Provided  further,  That  each  subsequent  adjustment  shall  reflect 
the  changes  in  the  series  for  food  away  from  home  for  the  most 
recent  six-month  period  for  which  such  data  are  available:]  Pro- 
vided, That  each  July  1  adjustment  shall  reflect  the  changes  in  the 
series  for  food  away  from  home  for  the  most  recent  twelve-month 
period  for  which  such  data  are  available:  Provided  further,  That 
such  adjustments  shall  be  computed  to  the  nearest  one-fourth  cent. 
Notwithstanding  the  foregoing  two  sentences,  (1)  for  the  fiscal  year 
beginning  July  1,  1973,  no  special  assistance  factor  under  this 
section  11  shall,  for  any  State,  be  less  than  the  average  reimburse- 
ment paid  for  each  free  lunch  (in  the  case  of  the  special  assistance 
factor  for  free  lunches),  or  for  each  reduced  price  lunch  (in  the  case 
of  the  special  assistance  factor  for  reduced  price  lunches),  in  such 
State  under  this  section  in  the  fiscal  year  beginning  July  1,  1972; 
and  (2)  adjustments  required  by  the  sentence  immediately  preced- 
ing this  sentence  shall  be  based  on  the  special  assistance  factors  for 
the  fiscal  year  beginning  July  1,  1973,  as  determined  without 
regard  to  any  increase  required  by  the  application  of  this  sentence. 

(b)  Except  as  provided  in  section  10  of  the  Child  Nutrition  Act  of 
1966,  the  special-assistance  payments  made  to  each  State  agency 
during  each  fiscal  year  under  the  provisions  of  this  section  shall  be 
used  by  such  State  agency  to  assist  schools  of  that  State  in  [financ- 
ing the  cost  of]  providing  free  and  reduced-price  lunches  served  to 
children  pursuant  to  subsection  9(b)  of  this  Act.  The  amount  of 
such  special  assistance  funds  that  a  school  shall  from  time  to  time 
receive,  within  a  maximum  per  lunch  amount  established  by  the 
Secretary  for  all  States,  shall  be  based  on  the  need  of  the  school  for 
such  special  assistance.  Such  maximum  per  lunch  amount  estab- 
lished by  the  Secretary  shall  not  be  less  than  60  cents. 

(c)  Special  assistance  payments  to  any  State  under  this  section 
shall  be  made  as  provided  in  the  last  sentence  of  section  7  of  this 
Act. 
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(d)  In  carrying  out  this  section,  the  terms  and  conditions  govern- 
ing the  operation  of  the  school  lunch  program  set  forth  in  other 
sections  of  this  Act,  including  those  applicable  to  funds  apportioned 
or  paid  pursuant  to  section  4  [or  5]  but  excluding  the  provision  of 
section  7  relating  to  matching,  shall  be  applicable  to  the  extent 
they  are  not  inconsistent  with  the  express  requirements  of  this 
section. 

[(e)(1)  Each  year  by  not  later  than  a  date  specified  by  the  Secre- 
tary, each  State  educational  agency  shall  submit  to  the  Secretary, 
for  approval  by  him  as  a  prerequisite  to  receipt  of  Federal  funds  or 
any  commodities  donated  by  the  Secretary  for  use  in  programs 
under  this  Act  and  the  Child  Nutrition  Act  of  1966,  a  State  plan  of 
child  nutrition  operations  for  the  following  school  year,  which  shall 
include,  as  a  minimum,  a  description  of  the  manner  in  which  the 
State  educational  agency  proposes  (A)  to  use  the  funds  provided 
under  this  Act  and  funds  from  sources  within  the  State  to  furnish 
a  free  or  reduced-price  lunch  to  every  needy  child  in  accordance 
with  the  provisions  of  section  9;  (B)  to  extend  the  school-lunch 
program  under  this  Act  to  every  school  within  the  State,  and  (C)  to 
use  the  funds  provided  under  section  13  of  this  Act  and  section  4  of 
the  Child  Nutrition  Act  of  1966  and  funds  from  sources  within  the 
State  to  the  maximum  extent  practicable  to  reach  needy  children. 

[(2)  Each  school  participating  in  the  school-lunch  program  under 
this  Act  shall  report  each  month  to  its  State  educational  agency 
the  average  number  of  children  in  the  school  who  received  free 
lunches  and  the  average  number  of  children  who  received  reduced 
price  lunches  during  the  immediately  preceding  month.  Each  par- 
ticipating school  shall  provide  an  estimate,  as  of  October  1,  and 
March  1  of  each  year,  of  the  number  of  children  who  are  eligible 
for  a  free  or  reduced  price  lunch. 

[(3)  The  State  educational  agency  of  each  State  shall  report  to 
the  Secretary  each  month  the  average  number  of  children  in  the 
State  who  received  free  lunches  and  the  average  number  of  chil- 
dren in  the  State  who  received  reduced  price  lunches  during  the 
immediately  preceding  month.  Each  State  educational  agency  shall 
provide  an  estimate  as  of  October  1  and  March  1  of  each  year,  of 
the  number  of  children  who  are  eligible  for  a  free  or  reduced  price 
lunch.] 

(e)  Commodity  only  schools  shall  also  be  eligible  for  special-assist- 
ance payments  under  this  section.  Such  schools  shall  serve  meals 
free  to  children  who  meet  the  eligibility  requirements  for  free  meals 
under  subsection  9(b)  of  this  Act,  and  shall  serve  meals  at  a  re- 
duced-price not  in  excess  of  the  price  specified  in  subsection  9(b)  of 
this  Act  to  children  meeting  the  eligibility  requirements  for  reduced- 
price  meals  under  subsection  9(b)  of  this  Act.  No  physical  segrega- 
tion of  or  other  discrimination  against  any  child  eligible  for  a  free 
or  reduced  price  lunch  shall  be  made  by  the  school,  nor  shall  there 
be  any  overt  identification  of  any  such  child  by  any  means. 

MISCELLANEOUS  PROVISIONS  AND  DEFINITIONS 

Sec.  12.  (a)  States,  State  educational  agencies,  and  schools  par- 
ticipating in  the  school-lunch  program  under  this  Act  shall  keep 
such  accounts  and  records  as  may  be  necessary  to  enable  the 
Secretary  to  determine  whether  the  provisions  of  this  Act  are  being 
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complied  with.  Such  accounts  and  records  shall  at  all  times  be 
available  for  inspection  and  audit  by  representatives  of  the  Secre- 
tary and  shall  be  preserved  for  such  period  of  time,  not  in  excess  of 
five  years  as  the  Secretary  determines  is  necessary. 

******* 

(d)  For  the  purposes  of  this  Act — 

(1)  "State"  means  any  of  the  fifty  States,  the  District  of 
Columbia,  the  Commonwealth  of  Puerto  Rico,  the  Virgin  Is- 
lands, Guam,  American  Samoa,  or  the  Trust  Territory  of  the 
Pacific  Islands. 

(2)  "State  educational  agency"  means,  as  the  State  legisla- 
ture may  determine.  (A)  the  chief  State  school  officer  (such  as 
the  State  superintendent  of  public  instruction,  commissioner  of 
education,  or  similar  officer),  or  (B)  a  board  of  education  con- 
trolling the  State  department  of  education;  except  that  in  the 
District  of  Columbia  it  shall  mean  the  Board  of  Education. 

[(3)  "Food  service  equipment  assistance"  means  equipment 
used  by  schools  in  storing,  preparing,  or  serving  food  for  school 
children.] 

[(4)]  (3)  "Participation  rate"  for  a  State  means  a  number 
equal  to  the  number  of  lunches,  consisting  of  a  combination  of 
foods  and  meeting  the  minimum  requirements  prescribed  by 
the  Secetary  pursuant  to  section  9,  served  in  the  fiscal  year 
beginning  two  years  immediately  prior  to  the  fiscal  year  for 
which  the  Federal  funds  are  appropriated  by  schools  partici- 
pating in  the  program  under  this  Act  in  the  State,  as  deter- 
mined by  the  Secretary. 

[(5)]  (4)  "Assistance  need  rate"  (A)  in  the  case  of  any  State 
having  an  average  annual  per  capita  income  equal  to  or  great- 
er than  the  average  annual  per  capita  income  for  all  the  States 
shall  be  5;  and  (B)  in  the  case  of  any  State  having  an  average 
annual  per  capita  income  less  than  the  average  annual  per 
capita  income  for  all  the  States,  shall  be  the  product  of  5  and 
the  quotient  obtained  by  dividing  the  average  annual  per 
capita  income  for  all  the  States  by  the  average  annual  per 
capita  income  for  such  State,  except  that  such  product  may  not 
exceed  9  for  any  such  State.  For  the  purposes  of  this  paragraph 
(i)  the  average  annual  per  capita  income  for  any  State  and  for 
all  the  States  shall  be  determined  by  the  Secretary  on  the 
basis  of  the  average  annual  per  capita  income  for  each  State 
and  for  all  the  States  for  the  three  most  recent  years  for  which 
such  data  are  available  and  certified  to  the  Secretary  by  the 
Department  of  Commerce;  and  (ii)  the  average  annual  per 
capita  income  for  American  Samoa  shall  be  disregarded  in 
determining  the  average  annual  per  capita  income  for  all  the 
States  for  periods  ending  before  July  1,  1967. 
[(6)3  (5)  "School"  means  (A)  any  public  or  nonprofit  private 
school  of  high  school  grade  or  under,  other  than  a  private  school 
whose  yearly  tuition  exceeds  $1,500  per  child,  [(B)  any  public  or 
licensed  nonprofit  private  residential  child  care  institution  (includ- 
ing, but  not  limited  to,  orphanages  and  homes  for  the  mentally 
retarded,  but  excluding  Job  Corp  Centers  funded  by  the  Depart- 
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ment  of  Labor),]*  and  [(C)]  (B)*  with  respect  to  the  Common- 
wealth of  Puerto  Rico,  non-profit  child  care  centers  certified  as 
such  by  the  Governor  of  Puerto  Rico.  For  purposes  of  clauses  (A) 
and  (B)  of  this  paragraph,  the  term  ' 'nonprofit,"  when  applied  to 
any  such  private  school  or  institution,  means  any  such  school  or 
institution  which  is  exempt  from  tax  under  section  501(c)(3)  of  the 
Internal  Revenue  Code  of  1954. 

[(7)]  (6)  "School  year"  means  the  annual  period  from  July  1 
through  June  30. 

(7)  "Commodity  only  school"  means  a  school  that  does  not  partici- 
pate in  the  school  lunch  program  under  this  Act,  but  receives  com- 
modities made  available  by  the  Secretary  for  use  by  such  school  in  a 
nonprofit  lunch  program. 

[(h)  No  provision  of  this  Act  or  of  the  Child  Nutrition  Act  of 
1966  shall  require  any  school  receiving  funds  under  this  Act  and 
the  Child  Nutrition  Act  of  1966  to  account  separately  for  the  cost 
incurred  in  the  school  lunch  and  school  breakfast  programs.  In  no 
event,  however,  shall  reimbursement  to  school  food  authorities 
exceed  the  net  cost  of  operating  both  the  lunch  and  breakfast 
programs,  taking  into  account  the  total  cost  and  total  incomes  of 
both  programs.] 

[summer  food  service  program  for  children 

[Sec.  13.  (a)(1)  The  Secretary  is  authorized  to  carry  out  a  pro- 
gram to  assist  States,  through  grants-in-aid  and  other  means,  to 
initiate,  maintain,  and  expand  nonprofit  food  service  programs  for 
children  in  service  institutions.  For  purposes  of  this  section,  (A) 
"program"  means  the  summer  food  service  program  for  children 
authorized  by  this  section;  (B)  "service  institutions"  means  nonresi- 
dential public  or  private  nonprofit  institutions,  and  residential 
public  or  private  nonprofit  summer  camps,  that  develop  special 
summer  or  school  vacation  programs  providing  food  service  similar 
to  that  made  available  to  children  during  the  school  year  under  the 
school  lunch  program  under  this  Act  or  the  school  breakfast  pro- 
gram under  the  Child  Nutrition  Act  of  1966;  (C)  "areas  in  which 
poor  economic  conditions  exist"  means  areas  in  which  at  least  33  Vz 
percent  of  the  children  are  eligible  for  free  or  reduced  price  school 
meals  under  this  Act  and  the  Child  Nutrition  Act  of  1966,  as 
determined  by  information  provided  from  departments  of  welfare, 
zoning  commissions,  census  tracts,  by  the  number  of  free  and  re- 
duced price  lunches  or  breakfasts  served  to  children  attending 
public  and  nonprofit  private  schools  located  in  the  area  of  program 
food  service  sites,  or  from  other  appropriate  sources,  including 
statements  of  eligibility  based  upon  income  for  children  enrolled  in 
the  program;  (D)  "children"  means  individuals  who  are  eighteen 
years  of  age  and  under,  and  individuals  who  are  older  than  eight- 
een who  are  (i)  determined  by  a  State  educational  agency  or  a  local 
public  educational  agency  of  a  State,  in  accordance  with  regula- 
tions prescribed  by  the  Secretary,  to  be  mentally  or  physically 
handicapped,  and  (ii)  participating  in  a  public  or  nonprofit  private 
school  program  established  for  the  mentally  or  physically  handi- 
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capped;  and  (E)  ' 'State"  means  any  of  the  fifty  States,  the  District 
of  Columbia,  the  Commonwealth  of  Puerto  Rico,  the  Virgin  Islands 
of  the  United  States,  Guam,  American  Samoa,  the  Trust  Territory 
of  the  Pacific  Islands,  and  the  Northern  Mariana  Islands. 

[(2)  To  the  maximum  extent  feasible,  consistent  with  the  pur- 
poses of  this  section,  any  food  service  under  the  program  shall  use 
meals  prepared  at  the  facilities  of  the  service  institution  or  at  the 
food  service  facilities  of  public  and  nonprofit  private  schools.  The 
Secretary  shall  assist  States  in  the  development  of  informative  and 
technical  assistance  to  encourage  increased  service  of  meals  pre- 
pared at  the  facilities  of  service  institutions  and  at  public  and 
nonprofit  private  schools. 

[(3)  Eligible  service  institutions  entitled  to  participate  in  the 
program  shall  be  limited  to  those  that — 

[(A)  demonstrate  adequate  administrative  and  financial  re- 
sponsibility to  manage  an  effective  food  service; 

[(B)  have  not  been  seriously  deficient  in  operating  under  the 
program; 

[(C)  either  conduct  a  regularly  scheduled  food  service  for 
children  from  areas  in  which  poor  economic  conditions  exist  or 
qualify  as  camps;  and 

[(D)  provide  an  ongoing  year-round  service  to  the  communi- 
ty to  be  served  under  the  program  (except  that  an  otherwise 
eligible  service  institution  shall  not  be  disqualified  for  failure 
to  meet  this  requirement  for  ongoing  year-round  service  if  the 
State  determines  that  its  disqualification  would  result  in  an 
area  in  which  poor  economic  conditions  exist  not  being  served 
or  in  a  significant  number  of  needy  children  not  having  rea- 
sonable access  to  a  summer  food  service  program). 
[(4)  The  following  order  of  priority  shall  be  used  by  the  State  in 
determining  participation  where  more  than  one  eligible  service 
institution  proposes  to  serve  the  same  area: 

[(A)  local  schools  or  service  institutions  that  have  demon- 
strated successful  program  performance  in  a  prior  year; 

[(B)  service  institutions  that  prepare  meals  at  their  own 
facilities  or  operate  only  one  site; 

[(C)  service  institutions  that  use  local  school  food  facilities 
for  the  preparation  of  meals; 

[(D)  other  service  institutions  that  have  demonstrated  abili- 
ty for  successful  program  operation;  and 

[(E)  service  institutions  that  plan  to  integrate  the  program 
with  Federal,  State,  or  local  employment  programs. 
The  Secretary  and  the  States,  in  carrying  out  their  respective 
functions  under  this  section,  shall  actively  seek  eligible  service 
institutions  located  in  rural  areas,  for  the  purpose  of  assisting  such 
service  institutions  in  applying  to  participate  in  the  program. 

[(5)  Camps  that  satisfy  all  other  eligibility  requirements  of  this 
section  shall  receive  reimbursement  only  for  meals  served  to  chil- 
dren who  meet  the  eligibility  requirements  for  free  or  reduced 
price  meals,  as  determined  under  this  Act  and  the  Child  Nutrition 
Act  of  1966. 

[(b)(1)  Payments  to  service  institutions  shall  equal  the  full  cost 
of  food  service  operations  (which  cost  shall  include  the  cost  of 
obtaining,  preparing,  and  serving  food,  but  shall  not  include  admin- 
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istrative  costs),  except  that  such  payments  to  any  institution  shall 
not  exceed  (1)  85.75  cents  for  each  lunch  and  supper  served;  (2) 
47.75  cents  for  each  breakfast  served;  or  (3)  22.50  cents  for  each 
meal  supplement  served:  Provided,  That  such  amounts  shall  be 
adjusted  each  January  1  to  the  nearest  one-fourth  cent  in  accord- 
ance with  the  changes  for  the  twelve-month  period  ending  the 
preceding  November  30  in  the  series  for  food  away  from  home  of 
the  Consumer  Price  Index  for  All  Urban  Consumers  published  by 
the  Bureau  of  Labor  Statistics  of  the  Department  of  Labor:  Pro- 
vided further,  That  the  Secretary  may  make  such  adjustments  in 
the  maximum  reimbursement  levels  as  the  Secretary  determines 
appropriate  after  making  the  study  prescribed  in  paragraph  (4)  of 
this  subsection. 

[(2)  Any  service  institution  may  only  serve  lunch  and  either 
breakfast  or  a  meal  supplement  during  each  day  of  operation, 
except  that  any  service  institution  that  is  a  camp  or  that  serves 
meals  primarily  to  migrant  children  may  serve  up  to  four  meals 
during  each  day  of  operation,  if  (A)  the  service  institution  has  the 
administrative  capability  and  the  food  preparation  and  food  hold- 
ing capabilities  (where  applicable)  to  serve  more  than  one  meal  per 
day,  and  (B)  the  service  period  of  different  meals  does  not  coincide 
or  overlap.  The  meals  that  camps  and  migrant  programs  may  serve 
shall  include  a  breakfast,  a  lunch,  a  supper,  and  meal  supplements. 

[(3)  Every  service  institution,  when  applying  for  participation  in 
the  program,  shall  submit  a  complete  budget  for  administrative 
costs  related  to  the  program,  which  shall  be  subject  to  approval  by 
the  State.  Payment  to  service  institutions  for  administrative  costs 
shall  equal  the  full  amount  of  State  approved  administative  costs 
incurred,  except  that  such  payment  to  service  institutions  may  not 
exceed  the  maximum  allowable  levels  determined  by  the  Secretary 
pursuant  to  the  study  prescribed  in  paragraph  (4)  of  this  subsec- 
tion. 

[(4)(A)  The  Secretary  shall  conduct  a  study  of  the  food  service 
operations  carried  out  under  the  program.  Such  study  shall  in- 
clude, but  shall  not  be  limited  to— 

(i)  an  evaluation  of  meal  quality  as  related  to  costs;  and 

(ii)  a  determination  whether  adjustments  in  the  maximum 
reimbursement  levels  for  food  service  operation  costs  pre- 
scribed in  paragraph  (1)  of  this  subsection  should  be  made, 
including  whether  different  reimbursement  levels  should  be 
established  for  self-prepared  meals  and  vendored  meals  and 
which  site-related  costs,  if  any,  should  be  considered  as  part  of 
administrative  costs. 

[(B)  The  Secretary  shall  also  study  the  administrative  costs  of 
service  institutions  participating  in  the  program  and  shall  thereaf- 
ter prescribe  maximum  allowable  levels  for  administrative  pay- 
ments that  reflect  the  costs  of  such  service  institutions,  taking  into 
account  the  number  of  sites  and  children  served,  and  such  other 
factors  as  the  Secretary  determines  appropriate  to  further  the 
goals  of  efficient  and  effective  administration  of  the  program. 

[(C)  The  Secretary  shall  report  the  results  of  such  studies  to 
Congress  not  later  than  December  1,  1977. 

[(c)  Payments  shall  be  made  to  service  institutions  only  for 
meals  served  during  the  months  of  May  through  September,  except 
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in  the  case  of  service  institutions  that  operate  food  service  pro- 
grams for  children  on  school  vacation  at  any  time  under  a  continu- 
ous school  calendar. 

[(d)  Not  later  than  April  15,  May  15,  and  July  1,  of  each  year, 
the  Secretary  shall  forward  to  each  State  a  letter  of  credit  (advance 
program  payment)  that  shall  be  available  to  each  State  for  the 
payment  of  meals  to  be  served  in  the  month  for  which  the  letter  of 
credit  is  issued.  The  amount  of  the  advance  program  payment  shall 
be  an  amount  which  the  State  demonstrates,  to  the  satisfaction  of 
Secretary,  to  be  necessary  for  advance  program  payments  to  serv- 


The  Secretary  shall  also  forward  such  advance  program  payments, 
by  the  first  day  of  the  month  prior  to  the  month  in  which  the 
program  will  be  conducted,  to  States  that  operate  the  program  in 
months  other  than  May  through  September.  The  Secretary  shall 
forward  any  remaining  payments  due  pursuant  to  subsection  (b)  of 
this  section  not  later  than  sixty  days  following  receipt  of  valid 
claims  therefor. 

[(e)(1)  Not  later  than  June  1,  July  15,  and  August  15  of  each 
year,  or,  in  the  case  of  service  institutions  that  operate  under  a 
continuous  school  calendar,  the  first  day  of  each  month  of  oper- 
ation, the  State  shall  forward  advance  program  payments  to  each 
service  institution:  Provided,  That  (A)  the  State  shall  not  release 
the  second  month's  advance  program  payment  to  any  service  insti- 
tution that  has  not  certified  that  it  has  held  training  sessions  for 
its  own  personnel  and  the  site  personnel  with  regard  to  program 
duties  and  responsibilities,  and  (B)  no  advance  program  payment 
may  be  made  for  any  month  in  which  the  service  institution  will 
operate  under  the  program  for  less  than  ten  days. 

[(2)  The  amount  of  the  advance  program  payment  for  any 
month  in  the  case  of  any  service  institution  shall  be  an  amount 
equal  to  (A)  the  total  program  payment  for  meals  served  by  such 
service  institution  in  the  same  calendar  month  of  the  preceding 
calendar  year,  (B)  50  percent  of  the  amount  established  by  the 
State  to  be  needed  by  such  service  institution  for  meals  if  such 
service  institution  contracts  with  a  food  service  management  com- 
pany, or  (C)  65  percent  of  the  amount  established  by  the  State  to 
be  needed  by  such  service  institution  for  meals  if  such  service 
institution  prepares  its  own  meals,  whichever  amount  is  greatest: 
Provided,  That  the  advance  program  payment  may  not  exceed  the 
total  amount  estimated  by  the  State  to  be  needed  by  such  service 
institution  for  meals  to  be  served  in  the  month  for  which  such 
advance  program  payment  is  made  or  $40,000,  whichever  is  less, 
except  that  a  State  may  make  a  larger  advance  program  payment 
to  such  service  institution  where  the  State  determines  that  such 
larger  payment  is  necessary  for  the  operation  of  the  program  by 
such  service  institution  and  sufficient  administrative  and  manage- 
ment capability  to  justify  a  larger  payment  is  demonstrated.  The 
State  shall  forward  any  remaining  payment  due  a  service  institu- 
tion not  later  than  seventy-five  days  following  receipt  of  valid 
claims.  If  the  State  has  reason  to  believe  that  a  service  institution 
will  not  be  able  to  submit  a  valid  claim  for  reimbursement  covering 
the  period  for  which  an  advance  program  payment  has  been  made, 
the  subsequent  month's  advance  program  payment  shall  be  with- 
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held  until  such  time  as  the  State  has  received  a  valid  claim.  Pro- 
gram payments  advanced  to  service  institutions  that  are  not  subse- 
quently deducted  from  a  valid  claim  for  reimbursement  shall  be 
repaid  upon  demand  by  the  State.  Any  prior  payment  that  is  under 
dispute  may  be  subtracted  from  an  advance  program  payment. 

[(f)  Service  institutions  receiving  funds  under  this  section  shall 
serve  meals  consisting  of  a  combination  of  foods  and  meeting  mini- 
mum nutritional  standards  prescribed  by  the  Secretary  on  the 
basis  of  tested  nutritional  research.  Such  meals  shall  be  served 
without  cost  to  children  attending  service  institutions  approved  for 
operation  under  this  section,  except  that,  in  the  case  of  camps, 
charges  may  be  made  for  meals  served  to  children  other  than  those 
who  meet  the  eligibility  requirements  for  free  or  reduced  price 
meals  in  accordance  with  subsection  (a)(5)  of  this  section.  To  assure 
meal  quality,  States  shall,  with  the  assistance  of  the  Secretary, 
prescribe  model  meal  specifications  and  model  food  quality  stand- 
ards, and  ensure  that  all  service  institutions  contracting  for  the 
preparation  of  meals  with  food  service  management  companies 
include  in  their  contracts  menu  cycles,  local  food  safety  standards, 
and  food  quality  standards  approved  by  the  State.  Such  contracts 
shall  require  (A)  periodic  inspections,  by  an  independent  agency  or 
the  local  health  department  for  the  locality  in  which  the  meals  are 
served,  of  meals  prepared  in  accordance  with  the  contract  in  order 
to  determine  bacteria  levels  present  in  such  meals,  and  (B)  that 
bacteria  levels  conform  to  the  standards  which  are  applied  by  the 
local  health  authority  for  that  locality  with  respect  to  the  levels  of 
bacteria  that  may  be  present  in  meals  served  by  other  establish- 
ments in  that  locality.  Such  inspections  and  any  testing  resulting 
therefrom  shall  be  in  accordance  with  the  practices  employed  by 
such  local  health  authority. 

[(g)  The  Secretary  shall  publish  proposed  regulations  relating  to 
the  implementation  of  the  program  by  November  1  of  each  fiscal 
year,  final  regulations  by  January  1  of  each  fiscal  year,  and  guide- 
lines, applications,  and  handbooks  by  February  1  of  each  fiscal 
year:  Provided,  That  for  fiscal  year  1978,  those  portions  of  the 
regulations  relating  to  payment  rates  for  both  food  service  oper- 
ations and  administrative  costs  need  not  be  published  until  Decem- 
ber 1  and  February  1,  respectively.  In  order  to  improve  program 
planning,  the  Secretary  may  provide  that  service  institutions  be 
paid  as  startup  costs  not  to  exceed  20  percent  of  the  administrative 
funds  provided  for  in  the  administrative  budget  approved  by  the 
State  under  subsection  (b)(3)  of  this  section.  Any  payments  made 
for  startup  costs  shall  be  subtracted  from  amounts  otherwise  pay- 
able for  administrative  costs  subsequently  made  to  service  institu- 
tions under  subsection  (b)(3)  of  this  section. 

[(h)  Each  service  institution  shall,  insofar  as  practicable,  use  in 
its  food  service  under  the  program  foods  designated  from  time  to 
time  by  the  Secretary  as  being  in  abundance.  The  Secretary  is 
authorized  to  donate  to  States,  for  distribution  to  service  institu- 
tions, food  available  under  section  416  of  the  Agricultural  Act  of 
1949  (7  U.S.C.  1431),  or  purchased  under  section  32  of  the  Act  of 
August  24,  1935  (7  U.S.C.  612c)  or  section  709  of  the  Food  and 
Agriculture  Act  of  1965  (7  U.S.C.  1446a-l).  Donated  foods  may  be 
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distributed  only  to  service  institutions  that  can  use  commodities 
efficiently  and  effectively,  as  determined  by  the  Secretary. 

[(i)  If  any  State  (1)  is  unable  for  any  reason  to  disburse  the  funds 
otherwise  payable  to  it  under  this  section,  or  (2)  does  not  operate 
the  program  in  accordance  with  the  requirements  of  this  section, 
the  Secretary  shall  assume  authority  for  administration  of  the 
program  in  such  State,  and  shall  disburse  the  funds  directly  to 
service  institutions  in  the  State  for  the  some  purposes  and  subject 
to  the  same  conditions  as  are  required  of  a  State  disbursing  funds 
made  available  under  this  section.  In  cases  described  in  clause  (1) 
of  the  preceding  sentence,  the  States  shall  notify  the  Secretary,  not 
later  than  January  1  of  each  fiscal  year  in  which  the  program  is 
operated,  if  its  intention  not  to  administer  the  program. 

[(j)  Expenditures  of  funds  from  State  and  local  sources  for  the 
maintenance  of  food  programs  for  children  shall  not  be  diminished 
as  a  result  of  funds  received  under  this  section. 

[(k)(l)  The  Secretary  shall  pay  to  each  State  for  its  administra- 
tive costs  incurred  under  this  section  in  any  fiscal  year  an  amount 
equal  to  (A)  20  percent  of  the  first  $50,000  in  funds  distributed  to 
that  State  for  the  program  in  the  preceding  fiscal  year;  (B)  10 
percent  of  the  next  $100,000  distributed  to  that  State  for  the  pro- 
gram in  the  preceding  fiscal  year;  (C)  5  percent  of  the  next  $250,000 
in  funds  distributed  to  that  State  for  the  program  in  the  preceding 
fiscal  year,  and  (D)  2V2  percent  of  any  remaining  funds  distributed 
to  that  State  for  the  program  in  the  preceding  fiscal  year:  Pro- 
vided, That  such  amounts  may  be  adjusted  by  the  Secretary  to 
reflect  changes  in  the  size  of  that  State's  program  since  the  preced- 
ing fiscal  year. 

[(2)  The  Secretary  shall  establish  standards  and  effective  dates 
for  the  proper,  efficient,  and  effective  administration  of  the  pro- 
gram by  the  State.  If  the  Secretary  finds  that  the  State  has  failed 
without  good  cause  to  meet  any  of  the  approved  State  management 
and  administration  plan  under  subsection  (n)  of  this  section,  the 
Secretary  may  withold  from  the  State  such  finds  authorized  under 
the  subsection  as  the  Secretary  determines  to  be  appropriate. 

[(3)  To  provide  for  adequate  nutritional  and  food  quality  moni- 
toring, and  to  further  the  implementation  of  the  program,  and 
additional  amount,  not  to  exceed  the  lesser  of  actual  costs  or  1 
percent  of  programs  funds,  shall  be  made  available  by  the  Secre- 
tary to  States  to  pay  for  State  or  local  health  department  inspec- 
tions, and  to  reinspect  facilities  and  deliveries  to  test  meal  quality. 

[(1)(1)  Service  institutions  may  contract  on  a  competitive  basis 
only  with  food  service  management  companies  registered  with  the 
State  in  which  they  operate  for  the  furnishing  of  meals  or  manage- 
ment of  the  entire  food  service  under  the  program,  except  that  a 
food  service  management  company  entering  into  a  contract  with  a 
service  institution  under  this  section  may  not  subcontract  with  a 
single  company  for  the  total  meal,  with  or  without  milk,  or  for  the 
assembly  of  the  meal.  The  Secretary  shall  prescribe  additional 
conditions  and  limitations  governing  assignment  of  all  or  any  part 
of  a  contract  entered  into  by  a  food  service  management  company 
under  this  section.  Any  food  service  management  company  shall,  in 
its  bid,  provide  the  service  institution  information  as  to  its  meal 
capacity.  The  State  shall,  upon  award  of  any  bid,  review  the  com- 
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pany's  registration  to  calculate  how  many  remaining  meals  the 
food  service  management  company  is  equipped  to  prepare. 

[(2)  Each  State  shall  provide  for  the  registration  of  food  service 
management  companies.  For  the  purposes  of  this  section,  registra- 
tion shall  include,  at  a  minimum — 

(A)  certification  that  the  company  meets  applicable  State 
and  local  health,  safety,  and  sanitation  standards; 

(B)  disclosure  of  past  and  present  company  owners,  officers, 
and  directors,  and  their  relationship,  if  any,  to  any  service 
institution  or  food  service  management  company  that  received 
program  funds  in  any  prior  fiscal  year; 

(C)  records  of  contract  terminations  or  disallowances,  and 
health,  safety,  and  sanitary  code  violations,  in  regard  to  pro- 
gram operations  in  prior  fiscal  years;  and 

(D)  the  addresses  of  the  company's  food  preparation  and 
distribution  sites. 

No  food  service  management  company  may  be  registered  if  the 
State  determines  that  such  company  (i)  lacks  the  administrative 
and  financial  capability  to  perform  under  the  program,  or  (ii)  has 
been  seriously  deficient  in  its  participation  in  the  program  in  prior 
fiscal  years. 

[(3)  In  order  to  ensure  that  only  qualified  food  service  manage- 
ment companies  contract  for  services  in  all  States,  the  Secretary 
shall  maintain  a  record  of  all  registered  food  service  management 
companies  and  their  program  record  for  the  purpose  of  making 
such  information  available  to  the  States. 

[(4)  In  accordance  with  regulations  issued  by  the  Secretary, 
positive  efforts  shall  be  made  by  service  institutions  to  use  small 
businesses  and  minority-owned  businesses  as  sources  of  supplies 
and  services.  Such  efforts  shall  afford  those  sources  the  maximum 
feasible  opportunity  to  compete  for  contracts  using  program  funds. 

[(5)  Each  State,  with  the  assistance  of  the  Secretary,  shall  estab- 
lish a  standard  form  of  contract  for  use  by  service  institutions  and 
food  service  management  companies.  The  Secretary  shall  prescribe 
requirements  governing  bid  and  contract  procedures  for  acquisition 
of  the  services  of  food  service  management  companies,  including, 
but  not  limited  to,  bonding  requirements  (which  may  provide  ex- 
emptions applicable  to  contracts  of  $100,000  or  less),  procedures  for 
review  of  contracts  by  States,  and  safeguards  to  prevent  collusive 
bidding  activities  between  service  institutions  and  food  service 
management  companies. 

[(m)  States  and  service  institutions  participating  in  programs 
under  this  section  shall  keep  such  accounts  and  records  as  may  be 
necessary  to  enable  the  Secretary  to  determine  whether  there  has 
been  compliance  with  this  section  and  the  regulations  issued  here- 
under. Such  accounts  and  records  shall  at  all  times  be  available  for 
inspection  and  audit  by  representatives  of  the  Secretary  and  shall 
be  preserved  for  such  period  of  time,  not  in  excess  of  five  years,  as 
the  Secretary  determines  necessary. 

[(n)  Each  State  desiring  to  participate  in  the  program  shall 
notify  the  Secretary  by  January  1  of  each  year  of  its  intent  to 
administer  the  program  and  shall  submit  for  approval  by  February 
15  a  management  and  administration  plan  for  the  program  for  the 
fiscal  year  which  shall  include,  but  not  be  limited  to,  (1)  the  State's 
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administrative  budget  for  the  fiscal  year,  and  the  State's  plans  to 
comply  with  any  standards  prescribed  by  the  Secretary  under  sub- 
section (k)  of  this  section;  (2)  the  State's  plan  for  use  of  program 
funds  and  funds  from  within  the  State  to  the  maximum  extent 
practicable  to  reach  needy  children,  including  the  State's  method 
for  assessing  need,  and  its  plans  and  schedule  for  informing  service 
institutions  of  the  availability  of  the  program;  (3)  the  State's  best 
estimate  of  the  number  and  character  of  service  institutions  and 
sites  to  be  approved,  and  of  meals  to  be  served  and  children  to 
participate  for  the  fiscal  year,  and  a  description  of  the  estimating 
methods  used;  (4)  the  State's  plans  and  schedule  for  providing 
technical  assistance  and  training  eligible  service  institutions;  (5) 
the  State's  schedule  for  application  by  service  institutions;  (6)  the 
actions  to  be  taken  to  maximize  the  use  of  meals  prepared  by 
service  institutions  and  the  use  of  school  food  service  facilities;  (7) 
the  State's  plans  for  monitoring  and  inspecting  service  institutions, 
feeding  sites,  and  food  service  management  companies  and  for 
ensuring  that  such  companies  do  not  enter  into  contracts  for  more 
meals  than  they  can  provide  effectively  and  efficiently;  (8)  the 
State's  plan  and  schedule  for  registering  food  service,  management 
companies;  (9)  the  State's  plan  for  timely  and  effective  action 
against  program  violators;  (10)  the  State's  plan  for  determining  the 
amount  of  program  payments  to  service  institutions  and  for  dis- 
bursing such  payments;  (11)  the  State's  plan  for  ensuring  fiscal 
integrity  by  auditing  service  institutions  not  subject  to  auditing 
requirements  prescribed  by  the  Secretary;  and  (12)  the  State's  pro- 
cedure for  granting  a  hearing  and  prompt  determination  to  any 
service  institution  wishing  to  appeal  a  State  ruling  denying  the 
service  institution's  application  for  program  participation  or  for 
program  reimbursement. 

E(o)(l)  Whoever,  in  connection  with  any  application,  procure- 
ment, recordkeeping  entry,  claim  for  reimbursement,  or  other  doc- 
ument or  statement  made  in  connection  with  the  program,  know- 
ingly and  willfully  falsifies,  conceals,  or  covers  up  by  any  trick, 
scheme,  or  device  a  material  fact,  or  makes  any  false,  fictitious,  or 
fraudulent  statements  or  representations,  or  makes  or  uses  any 
false  writing  or  document  knowing  the  same  to  contain  any  false, 
fictitious,  or  fraudulent  statement  or  entry,  or  whoever,  in  connec- 
tion with  the  program,  knowingly  makes  an  opportunity  for  any 
person  to  defraud  the  United  States,  or  does  or  omits  to  do  any  act 
with  intent  to  enable  any  person  to  defraud  the  United  States, 
shall  be  fined  not  more  than  $10,000  or  imprisoned  not  more  than 
five  years,  or  both. 

[(2)  Whoever  being  a  partner,  office,  director,  or  managing  agent 
connected  in  any  capacity  with  any  partnership,  association,  corpo- 
ration, business,  or  organization,  either  public  or  private,  that  re- 
ceives benefits  under  the  program,  knowingly  or  willfully  embez- 
zles, misapplies,  steals,  or  obtains  by  fraud,  false  statement,  or 
forgery,  any  benefits  provided  by  this  section  or  any  money,  funds, 
assets,  or  property  derived  from  benefits  provided  by  this  section, 
shall  be  fined  not  more  than  $10,000  or  imprisoned  for  not  more 
than  five  years,  or  both  (but,  if  the  benefits,  money,  funds,  assets, 
or  property  involved  is  not  over  $200,  then  the  penalty  shall  be  a 
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fine  of  not  more  than  $1,000  or  imprisonment  for  not  more  than 
one  year,  or  both). 

[(3)  If  two  or  more  persons  conspire  or  collude  to  accomplish  any 
act  made  unlawful  under  this  subsection,  and  one  or  more  of  such 
persons  do  any  act  to  effect  the  object  of  the  conspiracy  or  collu- 
sion, each  shall  be  fined  not  more  than  $10,000  or  imprisoned  for 
not  more  than  five  years,  or  both. 

[(p)  For  the  fiscal  years  beginning  October  1,  1977,  and  ending 
September  30,  1984,  there  are  hereby  authorized  to  be  appropriated 
such  sums  as  are  necessary  to  carry  out  the  purposes  of  this 
section.] 

COMMODITY  DISTRIBUTION  PROGRAM 

Sec.  14.  (a)  Notwithstanding  any  other  provision  of  law,  the 
Secretary,  during  the  period  beginning  July  1,  1974,  and  ending 
September  30,  1984,  shall— 

(1)  use  funds  available  to  carry  out  the  provisions  of  section 
32  of  the  Act  of  August  24,  1935  (7  U.S.C.  612c)  which  are  not 
expended  or  needed  to  carry  out  such  provisions,  to  purchase 
(without  regard  to  the  provisions  of  existing  law  govrning  the 
expenditure  of  public  funds)  agricultural  commodities  and 
their  products  of  the  types  customarily  purchased  under  such 
section  (which  may  include  domestic  seafood  commodities  and 
their  products)  for  donation  to  maintain  the  annually  pro- 
grammed level  of  assistance  for  programs  carried  on  under  this 
Act,  the  Child  Nutrition  Act  of  1966,  [and  title  VIIJ  and, 
subject  to  the  second  sentence  of  subsection  (c)  of  this  section, 
title  III  of  the  Older  Americans  Act  of  1965;  and 

(2)  if  stocks  of  the  Commodity  Credit  Corporation  are  not 
available,  use  the  funds  of  such  Corporation  to  purchase  agri- 
cultural commodities  and  their  products  of  the  types  customar- 
ily available  under  section  416  of  the  Agricultural  Act  of  1949 
(7  U.S.C.  1431),  for  such  donation. 

(b)  Among  the  products  to  be  included  in  the  food  donations  to 
the  school  lunch  program  shall  be  cereal  and  shortining  and  oil 
products. 

(c)  the  Secretary  may  use  funds  appropriated  from  the  general 
fund  of  the  Treasury  to  purchase  agricultural  commodities  and 
their  products  of  the  types  customarily  purchased  for  donation 
under  [section  707(a)(4)  of  the  Older  Americans  Act  of  1965  (42 
U.S.C.  3045f(a)(4))  or  for  cash  payments  in  lieu  of  such  donations 
under  section  707(d)(1)  of  such  Act  (42  U.S.C.  3045f(d)(l))]  section 
31 1(a)(4)  of  the  Older  Americans  Act  of  1965  (42  U.S.C.  3030(a)(4))  or 
for  cash  payments  in  lieu  of  such  donations  under  section  311(c)(1) 
of  such  Act  (42  U.S.C.  3030(c)(1)).  The  Secretary  of  Health  and 
Human  Service  shall  reimburse  the  Secretary  for  purchases  made  by 
the  Secretary  under  subsection  (a)(1)  and  this  subsection  for  dona- 
tions for  programs  carried  out  under  title  III  of  the  Older  American 
Act  of  1965.  There  are  hereby  authorized  to  be  appropriated  such 
sums  as  are  necessary  to  carryout  the  purposes  of  this  subsection. 

******* 

(f)  Commodity  only  schools  shall  be  eligible  to  receive  donated 
commodities  equal  in  value  to  the  sum  of  the  national  average 
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value  of  donated  foods  established  under  section  6(e)  of  this  Act  and 
the  national  average  payment  established  under  section  4  of  this 
Act.  Such  schools  shall  be  eligible  to  receive  up  to  five  cents  per 
meal  of  such  value  in  cash  for  processing  and  handling  expenses 
related  to  the  use  of  such  commodities.  Lunches  served  in  such 
schools  shall  consist  of  a  combination  of  foods  which  meet  the 
minimum  nutritional  requirement  prescribed  by  the  Secretary  under 
section  9(a)  of  this  Act,  and  shall  represent  the  four  basic  food 
groups,  including  a  serving  of  fluid  milk. 

NATIONAL  ADVISORY  COUNCIL 

Sec.  15.  (a)  There  is  hereby  established  a  council  to  be  known  as 
the  National  Advisory  Council  on  Child  Nutrition  (hereinafter  in 
this  section  referred  to  as  the  "Council")  which  shall  be  composed 
of  nineteen  members  appointed  by  the  Secretary.  One  member 
shall  be  a  school  administrator,  one  member  shall  be  a  person 
engaged  in  child  welfare  work,  one  member  shall  be  a  person 
engaged  in  vocational  education  work,  one  member  shall  be  a 
nutrition  expert,  one  member  shall  be  a  school  food  service  man- 
agement expert,  one  member  shall  be  a  State  superintendent  of 
schools  (or  the  equivalent  thereof),  one  member  shall  be  a  supervi- 
sor of  a  school  lunch  program  in  a  school  system  in  an  urban  area 
(or  the  equivalent  thereof),  one  member  shall  be  a  supervisor  of  a 
school  lunch  program  in  a  school  system  in  a  rural  area,  one 
member  shall  be  a  State  school  lunch  director  (or  the  equivalent 
thereof),  one  member  shall  be  a  person  serving  on  a  school  board, 
one  member  shall  be  a  classroom  teacher,  two  members  shall  be 
parents  of  children  in  schools  that  participate  in  the  school  lunch 
program  Under  this  Act,  two  members  shall  be  senior  high  school 
students  who  participate  in  the  school  lunch  program  under  this 
Act,  and  four  members  shall  be  officers  or  employees  of  the  Depart- 
ment of  Agriculture  specially  qualified  to  serve  on  the  Council 
because  of  their  education,  training,  experience,  and  knowledge  in 
matters  relating  to  child  food  programs. 

******* 

(f)  It  shall  be  the  function  of  the  Council  to  make  a  continuing 
study  of  the  operation  of  programs  carried  out  under  the  National 
School  Lunch  Act,  the  Child  Nutrition  Act  of  1966,  and  any  related 
Act  under  which  meals  are  provided  for  children,  with  a  view  to 
determining  how  such  programs  may  be  improved.  The  Council 
shall  submit  to  the  President  and  the  Congress  [annually]  bienni- 
ally a  written  report  of  the  results  of  its  study  together  with  such 
recommendations  for  administrative  and  legislative  changes  as  it 
deems  appropriate. 

******* 

CHILD  CARE  FOOD  PROGRAM 

Sec.  17.  (a)  the  Secretary  may  carry  out  a  program  to  assist 
States  through  grants-in-aid  and  other  means  to  initiate,  maintain, 
and  expand  nonprofit  food  service  programs  for  children  not  over 
twelve  years  of  age  and  for  handicapped  children  as  defined  in 
section  8  of  this  Act  in  institutions  providing  child  care.  For  pur- 
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poses  of  this  section,  the  term  "institution"  means  any  public  or 
private  nonprofit  organization  providing  nonresidential  child  care, 
including,  but  not  limited  to,  child  care  centers,  settlement  houses, 
recreational  centers,  Head  Start  centers,  and  institutions  providing 
child  care  facilities  for  handicapped  children  [;  and  such  term  shall 
also  mean  any  other  private  organization  providing  nonresidential 
day  care  services  for  which  it  receives  compensation  for  amounts 
granted  to  the  States  under  title  XX  of  the  Social  Security  Act] .  In 
addition,  the  term  "institution"  shall  include  programs  developed 
to  provide  day  care  outside  school  hours  for  school  children,  and 
public  or  nonprofit  private  organizations  that  sponsor  family  or 
group  day  care  homes.  The  Secretary  may  establish  separate  guide- 
lines for  institutions  that  provide  care  to  school  children  outside  of 
school  hours.  For  purposes  of  determining  eligibility — 

(1)  no  institution,  other  than  a  family  or  group  day  care 
home  sponsoring  organization,  or  family  or  group  day  care 
home  shall  be  eligible  to  participate  in  the  program  unless  it 
has  Federal,  State,  or  local  licensing  or  approval,  or  is  comply- 
ing with  appropriate  renewal  procedures  as  prescribed  by  the 
Secretary  and  the  State  has  no  information  indicating  that  the 
institution's  license  will  not  be  renewed;  or  where  Federal, 
State,  or  local  licensing  or  approval  is  not  available,  it  receives 
funds  under  title  XX  of  the  Social  Security  Act  or  otherwise 
demonstrates  that  it  meets  either  any  applicable  State  or  local 
government  licensing  or  approval  standards  or  approval  stand- 
ards established  by  the  Secretary  after  consultation  with  the 
Secretary  of  Health,  Education,  and  Welfare;  and 

(2)  no  institution  shall  be  eligible  to  participate  in  the  pro- 
gram unless  it  satisfies  the  following  criteria: 

(A)  accepts  final  administrative  and  financial  responsi- 
bility for  management  of  an  effective  food  service; 

(B)  has  not  been  seriously  deficient  in  its  operation  of 
the  child  care  food  program,  or  any  other  program  under 
this  Act  or  the  Child  Nutrition  Act  of  1966,  for  a  period  of 
time  specified  by  the  Secretary;  and 

(C)  will  provide  adequate  supervisory  and  operational 
personnel  for  overall  monitoring  and  management  of  the 
child  care  food  program. 

(b)  For  the  fiscal  year  ending  September  30,  1979,  and  for  each 
subsequent  fiscal  year,  the  Secretary  shall  provide  cash  assistance 
to  States  for  meals  [served  in  the  manner  specified  in  subsection 
(c)J  as  provided  in  subsections  (c)  and  (ft  of  this  section,  except 
that,  in  any  fiscal  year,  the  aggregate  amount  of  assistance  pro- 
vided to  a  State  by  the  Secretary  under  this  section  shall  not 
exceed  the  sum  of  (1)  the  Federal  funds  provided  by  the  State  to 
participating  institutions  within  the  State  for  that  fiscal  year  and 
(2)  any  funds  used  by  the  State  under  section  10  of  the  Child 
Nutrition  Act  of  1966. 

[(c)  The  Secretary  shall  provide  assistance  to  each  State  in  the 
following  manner: 

[(1)  For  meals  served  to  children  in  institutions,  other  than 
family  or  group  day  care  home  sponsoring  organizations, 
where  no  less  than  two-thirds  of  the  children  enrolled  are 
members  of  families  that  satisfy  the  income  standards  for  free 
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and  reduced-price  school  meals  under  section  9  of  this  Act, 
each  State  shall  receive  an  amount  equal  to  the  sum  of  the 
products  obtained  by  multiplying — 

[(A)(i)  the  total  number  of  breakfasts  served  in  the 
State  in  these  institutions  by  (ii)  the  sum  of  the  national 
average  payment  rate  for  breakfasts  and  the  national 
average  payment  rate  for  free  breakfasts  under  section  4 
of  the  Child  Nutrition  Act  of  1966; 

[(B)(i)  the  total  number  of  lunches  and  suppers  served 
in  the  State  in  these  institutions  by  (ii)  the  sum  of  the 
national  average  payment  rate  for  lunches  under  section  4 
of  this  Act,  and  the  national  average  payment  rate  for  free 
lunches  under  section  11  of  this  Act;  and 

[(C)(i)  the  total  number  of  supplements  served  in  the 
State  in  these  institutions  by  (ii)  the  national  average  pay- 
ment rate  for  supplements  served  in  such  institutions. 
For  the  six-month  period  ending  June  30,  1978,  the  national  aver- 
age payment  rate  for  supplements  served  in  these  institutions  shall 
be  23.75  cents.  For  supplements  served  in  these  institutions  there- 
after, the  Secretary  shall  prescribe  adjustments  to  this  national 
average  payment  rate  on  July  1  and  January  1  of  each  year.  Such 
adjustments  shall  be  computed  to  the  nearest  one-fourth  cent  based 
on  changes,  measured  over  the  most  recent  six-month  period  for 
which  data  are  available,  in  the  series  for  food  away  from  home  of 
the  Consumer  Price  Index  for  All  Urban  Consumers.  The  average 
payment  rate  for  supplements  served  in  such  institutions  shall  be  3 
cents  lower  than  the  adjusted  rate  prescribed  by  the  Secretary  in 
accordance  with  the  adjustment  formula  contined  in  this  para- 
graph. 

[(2)  for  meals  served  to  children  in  institutions,  other  than 
family  or  group  day  care  home  sponsoring  organizations, 
where  less  than  two-thirds  but  not  less  than  one-third  of  the 
children  enrolled  are  members  of  families  that  satisfy  the 
income  standards  for  free  and  reduced-price  school  meals 
under  section  9  of  this  Act,  each  State  shall  receive  an  amount 
equal  to  the  sum  of  the  products  obtained  by  multiplying — 
[(A)(i)  the  total  number  of  breakfasts  served  in  the 
State  in  these  institutions  by  (ii)  the  sum  of  the  national 
average  payment  rate  for  reduced-price  breakfasts  under 
section  4  of  the  Child  Nutrition  Act  of  1966; 

[(B)(i)  the  total  number  of  lunches  and  suppers  served 
in  the  State  in  these  institutions  by  (ii)  the  sum  of  the 
national  average  payment  rate  for  lunches  under  section  4 
of  this  Act  and  the  national  average  payment  rate  for 
reduced-price  lunches  under  section  11  of  this  Act;  and 
[(C)(i)  the  total  number  of  supplements  served  in  the 
State  in  these  institutions  by  (ii)  the  national  average  pay- 
ment rate  for  supplements  served  in  such  institutions. 
For  the  six-month  period  ending  June  30,  1978,  the  national 
average  payment  rate  for  supplements  served  in  these  institu- 
tions shall  be  18  cents.  The  Secretary  shall  prescribe  adjust- 
ments to  this  national  average  payment  rate  on  July  1  and 
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January  1  of  each  year.85  Such  adjustments  shall  be  computed 
to  the  nearest  one-fourth  cent  based  on  changes,  measured 
over  the  most  recent  six-month  period  for  which  data  are 
available,  in  the  series  for  food  away  from  home  of  the  Con- 
sumer Price  Index  for  All  Urban  Consumers.  The  average 
payment  rate  for  supplements  served  in  such  institutions  shall 
be  3  cents  lower  than  the  adjusted  rate  prescribed  by  the 
Secretary  in  accordance  with  the  adjustment  formula  con- 
tained in  this  paragraph. 

[(3)  For  meals  served  to  children  in  institutions,  other  than 
family  or  group  day  care  home  sponsoring  organizations  and 
institutions  electing  to  use  the  optional  reimbursement  proce- 
dures under  subsection  (f)(3)  of  this  section,  where  less  than 
one-third  of  the  enrolled  children  are  members  of  families  that 
satisfy  the  income  standards  for  free  and  reduced-price  school 
meals  under  section  9  of  this  Act,  each  State  shall  receive  an 
amount  equal  to  the  sum  of  the  products  obtained  by  multiply- 
ing— 

(A)  (i)  the  total  number  of  breakfasts  served  in  the  State 
in  these  institutions  by  (ii)  the  national  average  payment 
rate  for  breakfasts  under  section  4  of  the  Child  Nutrition 
Act  of  1966; 

(B)  (i)  the  total  number  of  lunches  and  suppers  served  in 
the  State  in  these  institutions  by  (ii)  the  national  average 
payment  rate  for  lunches  under  section  4  of  this  Act;  and 

(C)  (i)  the  total  number  of  supplements  served  in  the 
State  in  these  institutions  by  (ii)  the  national  average  pay- 
ment rate  for  supplements  in  such  institutions. 

For  the  six-month  period  ending  June  30,  1978,  the  national 
average  payment  rate  for  supplements  served  in  these  institu- 
tions shall  be  6  cents.  The  Secretary  shall  prescribe  adjust- 
ments to  this  national  average  payment  rate  on  July  1  and 
January  1  of  each  year.  Such  adjustments  shall  be  computed  to 
the  nearest  one-fourth  cent  based  on  changes,  measured  over 
the  most  recent  six-month  period  for  which  data  are  available, 
in  the  series  for  food  away  from  home  of  the  Consumer  Price 
Index  for  All  Urban  Consumers.  The  average  payment  rate  for 
supplements  served  in  such  institutions  shall  be  3  cents  lower 
than  the  adjusted  rate  prescribed  by  the  Secretary  in  accord- 
ance with  the  adjustment  formula  contained  in  this  paragraph. 

[(4)  For  meals  served  to  children  in  institutions  electing  to 
use  the  reimbursement  procedures  under  subsection  (f)(3)  of 
this  section,  each  State  shall  receive  assistance  in  the  following 
manner: 

(A)  for  meals  served  to  children  who  are  members  of 
families  that  satisfy  the  income  standards  for  free  school 
meals  under  section  9  of  this  Act,  each  State  shall  receive 
an  amount  equal  to  the  sum  of  the  products  obtained  by 
multiplying — 

(i)(I)  the  number  of  breakfasts  served  by  (II)  the  sum 
of  the  national  average  payment  rate  for  breakfasts 
and  the  national  average  payment  rate  for  free  break- 


85  Effective  October  1,  1983. 
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fasts  under  section  4  of  the  Child  Nutrition  Act  of 
1966; 

(ii)  (I)  the  number  of  lunches  and  suppers  served  by 
(II)  the  sum  of  the  national  average  payment  rate  for 
lunches  under  section  4  of  this  Act  and  the  national 
average  payment  rate  for  free  lunches  under  section 
11  of  this  Act;  and 

(iii)  (I)  the  number  of  supplements  served  by  (II)  the 
national  average  payment  rate  for  supplements  deter- 
mined under  clause  (C)  of  paragraph  (1)  of  this  subsec- 
tion; 

(B)  for  meals  served  to  children  who  are  members  of 
families  that  satisfy  the  income  standards  for  reduced- 
price  meals  under  section  9  of  this  Act,  each  State  shall 
receive  an  amount  equal  to  the  sum  of  the  products  ob- 
tained by  multiplying — 

(i)  (D  the  number  of  breakfasts  served  by  (II)  the  sum 
of  the  national  average  payment  rate  for  breakfasts 
and  the  national  average  payment  rate  for  reduced- 
price  breakfasts  under  section  4  of  the  Child  Nutrition 
Act  of  1966; 

(ii)  (I)  the  number  of  lunches  and  suppers  served  by 
(II)  the  sum  of  the  national  average  payment  rate  for 
lunches  under  section  4  of  this  Act  and  the  national 
average  payment  rate  for  reduced-price  lunches  under 
section  11  of  this  Act; 

(iii)  (I)  the  number  of  supplements  served  by  (II)  the 
national  average  payment  rate  for  supplements  deter- 
mined under  clause  (C)  of  paragraph  (2)  of  this  subsec- 
tion; and 

(C)  for  meals  served  to  all  other  children  in  these  institu- 
tions, each  State  shall  receive  an  amount  equal  to  the  sum 
of  the  products  obtained  by  multiplying — 

(i)  (I)  the  number  of  breakfasts  served  to  such  chil- 
dren by  (II)  the  national  average  payment  rate  for 
breakfasts  under  section  4  of  the  Child  Nutrition  Act 
of  1966; 

(ii)  (I)  the  number  of  lunches  and  suppers  served  to 
such  children  by  (II)  the  national  average  payment 
rate  for  lunches  under  section  4  of  this  Act;  and 

(iii)  (I)  the  number  of  supplements  served  to  such 
children  by  (II)  the  national  average  payment  rate  for 
supplements  determined  under  clause  (C)  of  paragraph 
(3)  of  this  subsection. 

[(5)  For  meals  served  in  family  or  group  day  care  homes, 
each  State  shall  receive  amounts  sufficient  to  make  payments 
for  such  meals  under  subsection  (f)(4)  of  this  section.  J 
(c)(1)  For  purposes  of  this  section — 

(A)  The  national  average  payment  rate  for  lunches  and  sup- 
pers, the  national  average  payment  rate  for  free  lunches  and 
suppers,  and  the  national  average  payment  rate  for  reduced- 
price  lunches  and  suppers,  shall  be  the  same  as  the  national 
average  payment  rate  for  lunches,  the  national  average  payment 
rate  for  free  lunches,  and  the  national  average  payment  rate  for 
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reduced-price  lunches,  respectively,  under  sections  4  and  11  of 
this  Act  as  appropriate. 

(B)  The  national  average  payment  for  free  breakfasts,  and  for 
reduced-price  breakfasts  shall  be  the  same  as  the  national  aver- 
age payment  rates  for  breakfasts,  for  free  breakfasts  and  for 
reduced-price  breakfasts,  respectively,  under  section  4(b)(1)  of  the 
Child  Nutrition  Act  of  1966. 

(C)  The  national  average  payment  rate  for  free  supplements 
shall  be  27.50  cents  and  the  national  average  payment  rate  for 
reduced-price  supplements  shall  be  one- half  of  the  rate  for  free 
supplements. 

(2)  The  Secretary  shall  adjust  the  national  average  payment  rate 
for  free  supplements  on  July  1  each  year,  beginning  July  1,  1981,  to 
reflect  changes  during  the  most  recent  twelve-month  period,  for 
which  data  are  available,  in  the  Consumer  Price  Index  for  all 
Urban  Consumers.  Such  adjustments  shall  be  computed  to  the  near- 
est one- fourth  cent. 

(3)  Disbursement  to  any  institution,  other  than  family  or  group 
day  care  home  sponsoring  organizations,  for  meals  provided  under 
this  section  shall  not  be  less,  for  any  fiscal  year,  than  the  sum  of  the 
products  obtained  by  multiplying  the  total  number  of  each  type  of 
meal  (breakfast,  lunch,  supper,  or  supplement)  served  in  such  insti- 
tution in  that  fiscal  year  by  the  applicable  national  average  pay- 
ment rates  for  each  such  type  of  meal  as  specified  in  this  subsection. 
No  reimbursement  shall  be  made  for  supplements  other  than  free 
and  reduced-price  supplements. 

******* 

(f)(1)  Funds  paid  to  any  State  under  this  section  shall  be  dis- 
bursed to  eligible  institutions  by  the  State  under  agreements  ap- 
proved by  the  Secretary.  Disbursements  to  any  institution  shall  be 
made  only  for  the  purpose  of  assisting  in  [financing  the  cost  of] 
providing  meals  to  children  attending  institutions,  or  in  family  or 
group  day-care  homes.  Disbursement  to  any  institution  shall  not  be 
dependent  upon  the  collection  of  moneys  from  participating  chil- 
dren. All  valid  claims  from  such  institutions  shall  be  paid  within 
forty-five  days  of  receipt  by  the  State.  The  State  shall  notify  the 
institution  within  fifteen  days  of  receipt  of  a  claim  if  the  claim  as 
submitted  is  not  valid  because  it  is  incomplete  or  incorrect. 

[(2)  The  Secretary  shall  establish  maximum  per  meal  reimburse- 
ment rates  for  each  of  the  three  categories  of  institutions  specified 
in  subsections  (c)  (1),  (2),  and  (3)  of  this  section.  Such  maximum 
reimbursement  rates  for  lunches  and  suppers  shall  be  equal  to  the 
maximum  reimbursement  rates  established  by  the  Secretary  for 
lunches  served  under  the  national  school  lunch  program.  The  dis- 
bursement to  any  institution  for  meals  provided  under  this  section 
shall  not  be  less,  for  any  fiscal  year,  than  the  sum  of  the  products 
obtained  by  multiplying  the  total  number  of  each  type  of  meal 
(breakfast,  lunch  or  supper,  or  supplement)  served  in  such  institu- 
tion in  that  fiscal  year  by  the  applicable  national  average  payment 
rates  for  States  for  each  such  type  of  meal  at  that  category  of 
institution,  unless  the  resulting  sum  exceeds  the  cost  to  the  institu- 
tion of  providing  such  meals.] 

(3)  Institutions,  other  than  family  or  group  day  care  home  spon- 
soring organizations,  [may  elect  to]  shall  receive  reimbursement 
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in  accordance  with  the  eligibility  of  each  enrolled  child  for  free, 
reduced-price,  or  paid  meals  under  section  9  of  this  Act.  [Such 
reimbursement  shall  be  based  on  (A)  the  national  average  payment 
rates  for  lunches  under  section  4  of  this  Act;  (B)  the  national 
average  payment  rates  for  free  lunches  and  reduced-price  lunches 
under  section  11  of  this  Act;  (C)  the  national  average  payment 
rates  for  breakfasts,  free  breakfasts,  and  reduced-price  breakfasts 
under  section  4  of  the  Child  Nutrition  Act  of  1966;  and  (D)  the 
national  average  payment  rates  for  supplements  under  subsection 
(c)  of  this  section.]  Reimbursements  to  such  institutions  shall  be 
made  under  the  same  procedures  for  determining  such  reimburse- 
ment levels  as  were  prescribed  by  regulations  in  effect  on  Septem- 
ber 30,  1978  [.],  except  that  no  reimbursement  may  be  made  to  any 
institution  for  more  than  two  meals  and  one  supplement  per  day  per 
child. 

(4)  Institutions  that  participate  in  the  program  under  this  section 
as  family  or  group  day  care  home  sponsoring  organizations  shall  be 
provided,  for  payment  to  such  homes,  a  reimbursement  factor  in  an 
amount  determined  by  the  Secretary  to  be  adequate  to  cover  the 
cost  of  obtaining  and  preparing  food  and  prescribed  labor  costs, 
involved  in  providing  meals  under  this  section,  without  a  require- 
ment for  documentation  of  such  costs.  [Such  institutions  shall  also 
receive  reimbursement  for  their  administrative  expenses.  Reim- 
bursement for  administrative  expenses  shall  not  exceed  maximum 
allowable  levels  prescribed  by  the  Secretary.  Reimbursement  for 
administrative  expenses  shall  also  include  start-up  funds  to  finance 
the  administrative  expenses  for  such  institutions  to  initiate  suc- 
cessful operation  under  the  program.]  Such  reimbursement  factor 
shall  be  adjusted  on  July  1  each  year  to  reflect  changes  in  the 
Consumer  Price  Index  for  food  away  from  home  for  the  most  recent 
twelve-month  period  for  which  such  data  are  available.  The  reim- 
bursement factor  in  effect  as  of  the  date  of  enactment  of  this  sen- 
tence shall  be  reduced  by  10  per  centum.  No  reimbursement  shall  be 
provided  under  this  paragraph  for  meals  served  to  the  children  of  a 
person  acting  as  a  family  or  group  day  care  home  provider,  unless 
such  children  meet  the  eligibility  standards  for  free  or  reduced-price 
meals  under  section  9  of  this  Act.  Such  institutions  shall  also 
receive  reimbursement  for  their  administrative  expenses.  Reimburse- 
ment for  administrative  expenses  shall  not  exceed  maximum  allow- 
able levels  prescribed  by  the  Secretary.  Such  levels  shal  be  adjusted 
July  1  each  year  to  reflect  changes  in  the  Consumer  Price  Index  for 
food  away  from  home  for  the  most  recent  twelve-month  period  for 
which  such  data  are  available.  The  levels  in  effect  as  of  the  date  of 
enactment  of  this  sentence  shall  be  adjusted  by  the  Secretary  so  as 
to  effect  a  reduction  of  10  per  centum  in  the  total  amount  of 
reimbursement  provided  to  institutions  for  administrative  expenses 
under  this  paragraph,  while  increasing  the  economy  of  scale  factors 
used  to  distinguish  institutions  that  sponsor  a  large  number  of 
family  or  group  day  care  homes  from  those  that  sponsor  a  smaller 
number  of  such  homes.  Such  start-up  funds  shall  be  in  addition  to 
other  reimbursement  to  such  institutions  for  administrative  ex- 
penses. Start-up  funds  shall  be  payable  to  enable  institutions  satis- 
fying the  criteria  of  subsection  (d)  of  this  section,  and  any  other 
standards  prescribed  by  the  Secretary,  to  develop  an  application  for 
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participation  in  the  program  as  a  family  or  group  day  care  home 
sponsoring  organization  or  to  implement  the  program  upon  approv- 
al of  the  application.  Such  start-up  funds  shall  be  payable  in  ac- 
cordance with  the  procedures  prescribed  by  the  Secretary.  The 
amount  of  start-up  funds  payable  to  an  institution  shall  be  not  less 
than  the  institution's  anticipated  reimbursement  for  administra- 
tive expenses  under  the  program  for  one  month  and  not  more  than 
the  institution's  anticipated  reimbursement  for  administrative  ex- 
penses under  the  program  for  two  months. 

******* 

[(i)  For  the  child  care  food  program,  the  State  plan  required 
under  section  11(e)  of  this  Act  shall  provide,  in  addition  to  other 
information  required  by  regulation  or  available  from  regular  re- 
porting— 

[(1)  the  number  of  institutions  and  the  number  of  family  or 
group  day  care  homes  participating  in  the  program,  together 
with  the  average  daily  attendance  in  such  institutions; 

[(2)  the  number  of  institutions  and  the  number  of  family  or 
group  day  care  homes  in  the  State  that  are  licensed,  approved, 
or  registered  or  that  receive  funds  under  title  XX  of  the  Social 
Security  Act,  and  the  number  of  such  institutions  and  homes 
that  participate  in  the  program  authorized  under  this  section; 

[(3)  the  action  program,  the  State  proposes  to  undertake  to 
use  the  Federal  funds  provided  under  this  section,  including 
the  State's  plans  to  (A)  extend  the  program  to  all  eligible 
institutions  (placing  priority  on  reaching  institutions  in  needy 
areas  first),  (B)  assist  family  or  group  day  care  homes  in  ob- 
taining sponsoring  organizations,  and  (C)  encourage  eligible 
institutions  to  participate  in  the  program; 
[(4)  a  plan  for  the  conduct  of  audits;  and 
[(5)  a  plan  to  monitor  program  performance  and  measure 
progress  in  achieving  program  goals. 2 
E(j)  J  W  The  Secretary  shall  make  available  for  each  fiscal  year  to 
States  administering  the  child  care  food  program,  for  the  purpose 
of  conducting  audits  of  participating  institutions,  an  amount  up  to 
2  percent  of  the  funds  used  by  each  State  in  the  program  under 
this  section,  during  the  second  preceding  fiscal  year. 

E(k)D  (/)  The  Secretary  may  issue  regulations  directing  States  to 
develop  and  provide  for  the  use  of  a  standard  form  of  agreement 
between  each  family  or  group  day  care  sponsoring  organization  and 
the  family  or  group  day  care  homes  participating  in  the  program 
under  such  organization,  for  the  purpose  of  specifying  the  rights 
and  responsibilities  of  each  party. 

E(DD  (k)(l)  The  Secretary  shall  study  the  administrative  costs  of 
institutions  participating  in  the  program  under  this  section,  includ- 
ing the  cost  effect  of  such  factors  as  the  types  of  institutions,  the 
number  of  children  served,  and  the  location  of  institutions  in  urban 
or  rural  areas.  The  Secretary  may  prescribe  maximum  allowable 
levels  of  administrative  payments  that  reflect  the  cost  of  institu- 
tions participating  in  the  program. 

E(m)  In  any  State  where  the  State  is  not  permitted  by  law  or  is 
otherwise  unable  to  disburse  the  funds  payable  to  it  under  this 
section  to  any  institution  in  the  State,  the  Secretary  shall  withhold 
all  funds  to  which  such  State  would  be  entitled  and  shall  use  such 
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funds  for  the  same  purposes  and  subject  to  the  same  conditions  as 
are  required  of  a  State. 

[(n)(l)  Of  the  sums  appropriated  for  each  fiscal  year  to  carry  out 
the  purposes  of  this  section,  $4,000,000  shall  be  available  to  the 
Secretary  for  the  purposes  of  providing  equipment  assistance  to 
enable  institutions  to  establish,  maintain,  and  expand  the  child  care 
food  program.  The  Secretary  shall  allocate  among  the  States  during 
such  fiscal  year  the  funds  available  under  this  subsection.  Such 
allocation  shall  be  based  on  the  ratio  of  number  of  children  below  the 
age  of  six  in  each  State  who  are  members  of  families  that  satisfy  the 
income  standards  for  free  and  reduced-price  school  meals  under 
section  9  of  this  Act  to  the  number  of  such  children  in  all  States.  In 
making  such  allocation,  the  Secretary  shall  use  the  most  recent  data 
available. 

[(2)  If  any  State  cannot  use  all  of  the  funds  allocated  to  it  under 
this  subsection,  the  Secretary  shall  make  reallocations  to  the  re- 
maining States  in  the  manner  set  forth  in  paragraph  (1)  of  this 
subsection  for  allocating  funds.  Payments  to  any  State  of  funds 
allocated  under  this  subsection  for  any  fiscal  year  shall  be  made 
upon  condition  that  at  least  one-fourth  of  the  cost  of  equipment 
financed  under  this  subsection  shall  be  financed  from  sources 
within  the  State,  except  that  this  condition  shall  not  apply  to 
equipment  obtained  for  institutions  that  are  especially  needy,  as 
determined  by  the  State. 

[(3)  Each  State  shall  establish  criteria  for  determining  institu- 
tions that  are  especially  needy  for  purposes  of  this  subsection  and 
shall  inform  all  institutions  within  the  State  of  those  criteria.  Such 
criteria  shall  be  submitted  to  the  Secretary  for  approval  and  be 
included  in  the  State  plan  of  operation  for  the  child  care  food 
program  required  by  subsection  (i)  of  this  section. 

[(4)  Within  thirty  days  of  notification  by  the  Secretary  to  the 
State  of  the  amount  of  funds  available  under  this  subsection,  the 
State  shall  notify  institutions  of  the  availability  of  funds  for  food 
service  equipment.  The  Secretary  shall  establish  standards  to 
assure  prompt  action  by  States  on  requests  by  institutions  for  such 
funds  and  shall  also  prescribe  a  priority  system  to  be  followed  by 
States  in  allocating  funds  under  this  subsection. 

[(5)  The  Secretary  shall  issue  regulations  authorizing  the  State  to 
disburse  funds  under  this  subsection  directly  to  a  supplier  of  food 
service  equipment  if  the  funds  are  used  to  purchase  equipment  for 
an  institution  that  (A)  meets  all  the  requirements  for  participation 
under  this  section,  except  for  the  licensing  requirements,  and  (B) 
satisfies  all  the  requirements  for  licensing,  except  for  a  require- 
ment for  food  service  equipment.  The  State  shall  retain  legal  title 
to  such  equipment  until  the  State  and  the  institution  sign  an 
agreement  authorizing  the  institution  to  participate  in  the  program 
under  this  section.] 

[(o)]  (/)  States  participating  in  the  program  under  the  section 
shall  provide  sufficient  training,  technical  assistance,  and  monitor- 
ing to  facilitate  expansion  and  effective  operation  of  the  program, 
and  shall  take  affirmative  action  to  expand  the  availability  of 
benefits  under  this  section.  Such  action,  at  a  minimum,  shall  in- 
clude annual  notification  to  each  nonparticipating  institution  or 
family  or  group  day  care  home  within  the  State  that  is  licensed, 
approved,  or  registered,  or  that  receives  funds  under  title  XX  of 
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the  Social  Security  Act,  of  the  availability  of  the  program,  the 
requirements  for  program  participation,  [the  availability  of  food 
service  equipment  funds  under  the  program,]  and  the  application 
procedures  to  be  followed  in  the  program.  The  list  of  institutions  so 
notified  each  year  shall  be  available  to  the  public  upon  request. 
The  Secretary  shall  assist  the  States  in  developing  plans  to  fulfill 
the  requirements  of  this  subsection. 

[(p)D  (m)  Expenditures  of  funds  from  State  and  local  sources  for 
the  maintenance  of  food  programs  for  children  shall  not  be  dimin- 
ished as  a  result  of  funds  received  under  this  section. 

[(q)]  in)  States  and  institutions  participating  in  the  program 
under  this  section  shall  keep  such  accounts  and  records  as  may  be 
necessary  to  enable  the  Secretary  to  determine  whether  there  has 
been  compliance  with  the  requirements  of  this  section.  Such  ac- 
counts and  records  shall  be  available  at  all  times  for  inspection  and 
audit  by  representatives  of  the  Secretary,  the  Comptroller  General 
of  the  United  States,  and  appropriate  State  representatives  and 
shall  be  preserved  for  such  period  of  time,  not  in  excess  of  five 
years,  as  the  Secretary  determines  necessary. 

E(r)]  (o)  There  are  hereby  authorized  to  be  appropriated  for  each 
fiscal  year  such  funds  as  are  necessary  to  carry  out  the  purposes  of 
this  section. 

******* 


Child  Nutrition  Act  of  1966 

AN  ACT  To  strengthen  and  expand  food  service  programs  for  children. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  may 
be  cited  as  the  "Child  Nutrition  Act  of  1966". 

SPECIAL  MILK  PROGRAM  AUTHORIZATION 

Sec.  3.  There  is  hereby  authorized  to  be  appropriated  for  the 
fiscal  year  ending  June  30,  1970,  and  for  each  succeeding  fiscal 
year  such  sums  as  may  be  necessary  to  enable  the  Secretary  of 
Agriculture,  under  such  rules  and  regulations  as  he  may  deem  in 
the  public  interest,  to  encourage  consumption  of  fluid  milk  by 
children  in  the  United  States  in  (1)  nonprofit  schools  of  high  school 
grade  and  under,  and  (2)  nonprofit  nursery  schools,  child-care  cen- 
ters, settlement  nouses,  summer  camps,  and  similar  nonprofit  insti- 
tutions devoted  to  the  care  and  training  of  children  [.]  who  do  not 
participate  in  a  meal  service  program  authorized  under  this  Act  of 
the  National  School  Lunch  Act.  For  the  purposes  of  this  section 
"United  States"  means  the  fifty  States,  Guam,  the  Commonwealth 
of  Puerto  Rico,  the  Virgin  Islands,  American  Samoa,  the  Trust 
Territory  of  the  Pacific  Islands,  and  the  District  of  Columbia.  The 
Secretary  shall  administer  the  special  milk  program  provided  for 
by  this  section  to  the  maximum  extent  practicable  in  the  same 
manner  as  he  administered  the  special  milk  program  provided  for 
by  Public  Law  90-642,  as  amended,  during  the  fiscal  year  ending 
June  30,  1969.  Any  school  or  nonprofit  child  care  institution  which 
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does  not  participate  in  a  meal  service  program  authorized  under 
this  Act  or  the  National  School  Lunch  Act  shall  receive  the  special 
milk  program  upon  their  request.  Children  who  qualify  for  free 
lunches  under  guidelines  established  by  the  Secretary  shall,  at  the 
option  of  the  school  involved  (or  of  the  local  educational  agency 
involved  in  the  case  of  a  public  school)  [also]  be  eligible  for  free 
milk  upon  their  request.  For  the  fiscal  year  ending  June  30,  1975, 
and  for  subsequent  school  years,  the  minimum  rate  of  reimburse- 
ment for  a  half-pint  of  milk  served  in  schools  and  other  eligible 
institutions  shall  not  be  less  than  5  cents  per  half-pint  served  to 
eligible  children,  and  such  minimum  rate  of  reimbursement  shall 
be  adjusted  on  an  annual  basis  each  school  year  to  reflect  changes 
in  the  Producer  Price  Index  for  Fresh  Processed  Milk  published  by 
the  Bureau  of  Labor  Statistics  of  the  Department  of  Labor.  Such 
adjustment  shall  be  computed  to  the  nearest  one-fourth  cent.  [Not- 
withstanding the  preceding  two  sentences,  the  rate  of  reimburse- 
ment per  half-pint  of  milk,  which  is  served  to  children  who  are  not 
eligible  for  free  milk  in  schools,  child  care  institutions,  and 
summer  camps  participating  in  meal  service  programs  under  the 
National  School  Lunch  Act  and  this  Act,  shall  be  5  cents.]  Not- 
withstanding any  other  provision  of  this  section,  in  no  event  shall 
the  minimum  rate  of  reimbursement  exceed  the  cost  to  the  school 
or  institution  of  milk  served  to  children.  To  the  extent  the  Secretary 
has  continuously  administered  the  program  or  any  part  thereof  in 
any  State  since  October  1,  1980,  and  only  to  that  extent,  the  Secre- 
tary shall  continue  to  administer  the  program  for  the  same  purposes 
and  subject  to  the  same  conditions  as  are  applicable  to  a  State 
disbursing  funds  made  available  under  this  Act.  Any  such  State 
may,  upon  request  to  the  Secretary,  assume  administration  of  the 
program.  Commodity  only  schools  shall  not  be  eligible  to  participate 
in  the  special  milk  program  under  this  section.  For  the  purposes  of 
the  preceding  sentence,  "commodity  only  school9'  means  a  school 
that  does  not  participate  in  the  school  lunch  program  under  this 
Act,  but  receives  commodities  made  available  by  the  Secretary  for 
use  by  such  school  in  a  nonprofit  lunch  program. 

SCHOOL  BREAKFAST  PROGRAM  AUTHORIZATION 

Sec.  4.  (a)  There  is  hereby  authorized  to  be  appropriated  such 
sums  as  are  necessary  to  enable  the  Secretary  to  carry  out  a 
program  to  assist  the  States  and  the  Department  of  Defense 
through  grants-in-aid  and  other  means  to  initiate,  maintain,  or 
expand  nonprofit  breakfast  programs  in  all  schools  which  make 
application  for  assistance  and  agree  to  carry  out  a  nonprofit  break- 
fast program  in  accordance  with  this  Act.  Appropriations  and  ex- 
penditures for  this  Act  shall  be  considered  Health,  Education,  and 
Welfare  functions  for  budget  purposes  rather  than  functions  of 
Agriculture. 

APPORTIONMENT  TO  STATES 

[(b)(1)  Of  the  funds  appropriated  for  the  purposes  of  this  section, 
the  Secretary  shall  for  the  fiscal  year  ending  June  30,  1973,  (1) 
apportion  $2,600,000  equally  among  the  States  other  than  Guam, 
the  Virgin  Islands,  American  Samoa,  and  the  Trust  Territory  of 
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the  Pacific  Islands,  and  $45,000  equally  among  Guam,  the  Virgin 
Islands,  American  Samoa,  and  the  Trust  Territory  of  the  Pacific 
Islands,  and  (2)  apportion  the  remainder  among  the  States  in  ac- 
cordance with  the  apportionment  formula  contained  in  section  4  of 
the  National  School  Lunch  Act,  as  amended.  For  each  fiscal  year 
beginning  with  the  fiscal  year  ending  June  30,  1974,  the  Secretary 
shall  make  breakfast  assistance  payments,  at  such  times  as  he  may 
determine,  from  the  sums  appropriated  therefor,  to  each  State 
educational  agency,  in  a  total  amount  equal  to  the  result  obtained 
by  (1)  multiplying  the  number  of  breakfasts  (consisting  of  a  combi- 
nation of  foods  which  meet  the  minimum  nutritional  requirements 
prescribed  by  the  Secretary  pursuant  to  subsection  (e)  of  this  sec- 
tion) served  during  such  fiscal  year  to  children  in  schools  in  such 
States  which  participate  in  the  breakfast  program  under  this  sec- 
tion under  agreements  with  such  State  educational  agency  by  a 
national  average  breakfast  payment  prescribed  by  the  Secretary 
for  such  fiscal  year  to  carry  out  the  purposes  of  this  section;  (2) 
multiplying  the  number  of  such  breakfasts  served  free  to  children 
eligible  for  free  breakfasts  in  such  schools  during  such  fiscal  year 
by  a  national  average  free  breakfast  payment  prescribed  by  the 
Secretary  for  such  fiscal  year  to  carry  out  the  purposes  of  this 
section;  and  (3)  multiplying  the  number  of  reduced  price  breakfasts 
served  to  children  eligible  for  reduced  price  breakfasts  in  such 
schools  during  such  fiscal  year  by  a  national  average  reduced  price 
breakfast  payment  prescribed  by  the  Secretary  for  such  fiscal  year 
to  carry  out  the  provisions  of  this  section:  Provided,  That  in  any 
fiscal  year  the  aggregated  amount  of  the  breakfast  assistance  pay- 
ments made  by  the  Secretary  to  each  State  educational  agency  for 
any  fiscal  year  shall  not  be  less  than  the  amount  of  the  payments 
made  by  the  State  educational  agency  to  participating  schools 
within  the  State  for  the  fiscal  year  ending  June  30,  1972,  to  carry 
out  the  purposes  of  this  section.  The  national  average  payment 
established  by  the  Secretary  for  all  breakfasts  served  to  eligible 
children  shall  not  be  less  than  8  cents;  an  amount  of  not  less  than 
15  cents  shall  be  added  for  each  reduced-price  breakfast;  and  an 
amount  of  not  less  than  20  cents  shall  be  added  for  each  free 
breakfast.] 

(b)(1)(A)  The  Secretary  shall  make  breakfast  assistance  payments 
to  each  State  educational  agency  each  fiscal  year,  at  such  times  as 
the  Secretary  may  determine,  from  the  sums  appropriated  for  such 
purpose  in  a  total  amount  equal  to  the  product  obtained  by  multi- 
plying (i)  the  number  of  breakfasts  (consisting  of  a  combination  of 
foods  which  meet  the  minimum  nutritional  requirements  set  forth 
in  subsection  (e)  of  this  section)  served  during  such  fiscal  year  to 
children  in  schools  in  such  States  which  participate  in  the  school 
breakfast  program  under  agreements  with  such  State  educational 
agency  by  (ii)  the  national  average  breakfast  payment  for  free  break- 
fasts, for  reduced-price  breakfasts,  or  for  breakfasts  served  to  chil- 
dren not  eligible  for  free  or  reduced-price  meals,  as  appropriate, 
prescribed  in  subparagraphs  (B),  (C)  and  (D)  of  this  paragraph. 

(B)  The  national  average  free  breakfast  payment  for  each  free 
breakfast  shall  be  52.027  cents,  adjusted  on  July  1,  1981,  and  annu- 
ally thereafter,  as  provided  in  section  11(a)  of  the  National  School 
Lunch  Act. 
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(C)  The  national  average  reduced-price  payment  for  each  reduced- 
price  breakfast  shall  be  one-half  of  such  national  average  free 
breakfast  payment,  adjusted  to  the  nearest  one-fourth  cent. 

(D)  The  national  average  payment  for  each  breakfast  served  to  a 
child  not  eligible  for  free  or  reduced-price  meals  shall  be  7. 4325 
cents,  adjusted  on  July  1,  1981,  and  annually  thereafter,  as  provided 
in  section  11(a)  of  the  National  School  Lunch  Act. 

(2)(A)  The  Secretary  shall  make  additional  payments  for  break- 
fasts served  to  children  qualifying  for  a  free  or  reduced-price  meal 
at  schools  that  are  in  severe  need. 

(B)  the  maximum  payment  for  each  such  free  breakfast  shall  be 
the  higher  of— 

(i)  the  national  average  payment  established  by  the  Secre- 
tary for  free  breakfasts  plus  10  cents,  or 

(ii)  45  cents,  which  shall  be  adjusted  [on  a  semiannual  basis 
each  July  1  and  January  1]  on  an  annual  basis  each  July  1  to 
the  nearest  one-fourth  cent  in  accordance  with  changes  in  the 
series  for  food  away  from  home  of  the  Consumer  Price  Index 
published  by  the  Bureau  of  Labor  Statistics  of  the  Department 
of  Labor  for  the  most  recent  [six  month]  twelve-month  period 
for  which  such  data  are  available,  except  that  the  initial  such 
adjustment  shall  be  made  on  January  1,  1978,  and  shall  reflect 
the  change  in  the  series  of  food  away  from  home  during  the 
period  November  1,  1976,  to  Ocotober  31,  1977. 

(C)  The  maximum  payment  for  each  such  reduced-price  breakfast 
shall  be  [five  cents  less  than]  one-half  of  the  maximum  payment 
for  each  free  breakfast  as  determined  under  clause  (B)  of  this 
paragraph. 

STATE  DISBURSEMENT  TO  SCHOOLS 

(c)  Funds  apportioned  and  paid  to  any  State  for  the  purpose  of 
this  section  shall  be  disbursed  by  the  State  educational  agency  to 
schools  selected  by  the  State  educational  agency  to  assist  such 
schools  in  [financing  the  costs  of]  operating  a  breakfast  program 
and  for  the  purpose  of  subsection  (d).  Disbursement  to  schools  shall 
be  made  at  such  rates  per  meal  or  on  such  other  basis  as  the 
Secretary  shall  prescribe.  In  selecting  schools  for  participation,  the 
State  educational  agency  shall,  to  the  extent  practicable,  give  first 
consideration  to  those  schools  drawing  attendance  from  areas  in 
which  poor  economic  conditions  exist,  to  those  schools  in  which  a 
substantial  proportion  of  the  children  enrolled  must  travel  long 
distances  daily,  and  to  those  schools  in  which  there  is  a  special 
need  for  improving  the  nutrition  and  dietary  practices  of  of  chil- 
dren of  working  mothers  and  children  from  low-income  families. 
Breakfast  assistance  disbursements  to  schools  under  this  section 
may  be  made  in  advance  or  by  way  of  reimbursement  in  accord- 
ance with  procedures  prescribed  by  the  Secretary. 

(d)  Each  State  educational  agency  shall  [establish  eligibility  for 
providing]  provide  additional  assistance  to  schools  in  severe  need, 
which  shall  [include  those  shools  in  which  the  service  of  break- 
fasts is  required  pursuant  to  State  law  and]  to  be  limited  to  those 
schools  (having  a  breakfast  program  or  desiring  to  initiate  a  break- 
fast program)  in  which,  during  the  most  recent  second  preceding 
school  year  for  which  lunches  were  served,  40  percent  or  more  of 
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the  lunches  served  to  students  at  the  school  were  served  free  or  at 
a  reduced  price  and  in  which  the  rate  per  meal  established  by  the 
Secretary  is  insufficient  to  cover  the  costs  of  the  breakfast  pro- 
gram. [Such  eligibility  standards  shall  be  submitted  to  the  Secre- 
tary for  approval  and  included  in  the  State  plan  of  child  nutrition 
operations  required  by  section  11(e)(1)  of  the  National  School 
Lunch  Act.  Pursuant  to  those  State  eligibility  standards,  and]  A 
school  upon  the  submission  of  appropriate  documentation  about 
the  need  circumstances  in  that  school  and  the  school's  eligibility 
for  additional  assistance,  shall  be  entitled  to  receive  100  percent  of 
the  operating  costs  of  the  breakfast  program,  including  the  costs  of 
obtaining,  preparing,  and  serving  food,  or  the  meal  reimbursement 
rate  specified  in  paragraph  (2)  of  section  4(b)  of  this  Act,  whichever 
is  less. 

NONPROFIT  PRIVATE  SCHOOLS 

[(f)  For  the  fiscal  year  ending  Junce  30,  1973,  any  withholding  of 
funds  for  and  disbursement  to  nonprofit  private  schools  shall  be 
effected  in  the  manner  used  prior  to  such  fiscal  year.  Beginning 
with  the  fiscal  year  ending  June  30,  1974,  the  Secretary  shall  make 
payments  from  the  sum  appropriated  for  any  fiscal  year  for  the 
purposes  of  this  section  directly  to  the  schools  (as  defined  in  section 
15(c)  of  this  Act  which  are  private  and  nonprofit  as  defined  in  the 
last  sentence  of  section  15(c)  of  this  Act)  within  a  State,  that 
participate  in  the  breakfast  program,  under  an  agreement  with  the 
Secretary,  for  the  same  purposes  and  subject  to  the  same  condi- 
tions as  are  authorized  or  required  under  this  section  with  respect 
to  the  disbursements  by  State  educational  agencies.] 

[(g)]  if)  As  a  national  nutrition  and  health  policy,  it  is  the 
purpose  and  intent  of  the  Congress  that  the  school  breakfast  pro- 
gram be  made  available  in  all  schools  where  it  is  needed  to  provide 
adequate  nutrition  for  children  in  attendance.  The  Secretary  is 
hereby  directed,  in  cooperation  with  State  educational  agencies,  to 
carry  out  a  program  of  information  in  furtherance  of  this  policy. 
Within  4  months  after  the  enactment  of  this  subsection,  the  Secre- 
tary shall  report  to  the  committees  of  jurisdiction  in  the  Congress 
his  plans  and  those  of  the  cooperating  State  agencies  to  bring  about 
the  needed  expansion  in  the  school  breakfast  program. 

[food  service  equipment  assistance 

[Sec.  5.  (a)  There  is  authorized  to  be  appropriated  $15,000,000 
for  the  fiscal  year  ending  September  30,  1981,  $30,000,000  for  the 
fiscal  year  ending  September  30,  1982,  $35,000,000  for  the  fiscal 
year  ending  September  30,  1983,  and  $40,000,000  for  each  succeed- 
ing fiscal  year,  to  enable  the  Secretary  to  formulate  and  carry  out 
a  program  to  assist  the  States  through  grants-in-aid  and  other 
means  to  supply  schools  drawing  attendance  from  areas  in  which 
poor  economic  conditions  exist  with  equipment,  other  than  land  or 
buildings,  for  the  storage,  preparation,  transportation,  and  serving 
of  food  to  enable  such  schools  to  establish,  maintain,  and  expand 
school  food  service  programs.  In  the  case  of  a  nonprofit  private 
school,  such  equipment  shall  be  for  use  of  school  principally  in 
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connection  with  child  feeding  programs  authorized  in  this  Act  and 
in  the  National  School  Lunch  Act. 

[apportionments  to  states 

[(b)  Except  for  the  funds  reserved  under  subsection  (e)  of  this 
section,  the  Secretary  shall  apportion  the  funds  appropriated  for 
the  purposes  of  this  section  among  the  States  on  the  basis  of  the 
ratio  that  the  number  of  lunches  (consisting  of  a  combination  of 
foods  which  meet  the  minimum  nutritional  requirements  pre- 
scribed by  the  Secretary  pursuant  to  section  9  of  the  National 
School  Lunch  Act)  served  in  each  State  in  the  latest  preceeding 
schol  year  for  which  the  Secretary  determines  data  are  available  at 
the  time  such  funds  are  apportioned  bears  to  the  total  number  of 
such  lunches  served  in  all  States  in  such  preceeding  school  year.  If 
any  State  cannot  utilize  all  of  the  funds  apportioned  to  it  under 
this  provisions  of  this  subsection,  the  Secretary  shall  make  further 
apportionments  to  the  remaining  States  in  the  manner  set  forth  in 
this  subsection  for  apportioning  funds  among  all  the  States.  Pay- 
ments to  any  State  of  funds  apportioned  under  the  provisions  of 
this  subsection  for  any  fiscal  year  shall  be  made  upon  condition 
that  at  least  one-fourth  of  the  cost  of  equipment  financed  under 
this  subsection  shall  be  borne  by  funds  from  sources  within  the 
State,  except  that  such  condition  shall  not  apply  with  respect  to 
funds  used  under  this  section  to  assist  schools  that  are  especially 
needy,  as  determined  by  criteria  to  be  established  by  each  State 
and  approved  by  the  Secretary.  States  shall  apportion  their  share 
of  funds  under  this  subsection  by  giving  priority  to  schools  without 
a  food  service  program,  schools  that  do  not  serve  both  breakfasts 
and  lunches  but  that  will  use  food  service  equipment  to  initiate  the 
service  of  breakfasts  or  lunches,  and  schools  without  the  facilities 
to  prepare  and  cook  hot  meals  at  the  schools  (including  schools 
having  equipment  that  is  so  antiquated  or  impaired  as  to  endanger 
the  continuation  of  an  adequate  food  service  program  or  the  ability 
to  prepare  and  cook  hot  meals)  or  at  a  kitchen  that  serves  the 
schools  and  that  is  operated  by  the  local  school  district  or  by  a  non- 
profit private  school  or  the  authority  that  is  responsible  for  the 
administration  of  one  or  more  nonprofit  private  schools.  After 
making  funds  available  to  such  schools,  the  Secretary  shall  make 
the  remaining  funds  available  to  eligible  schools  that  do  not  meet 
the  priority  criteria,  for  the  purpose  of  purchasing  needed  replace- 
ment equipment. 

[state  disbursement  to  schools 

[(c)  Funds  apportioned  and  paid  to  any  State  for  the  purpose  of 
this  section  shall  be  disbursed  by  the  State  educational  agency  to 
assist  schools,  which  draw  attendance  from  areas  in  which  poor 
economic  conditions  exist  and  which  have  no,  or  grossly  inad- 
equate, equipment,  to  conduct  a  school  food  service  program,  and  to 
acquire  such  equipment.  In  the  selection  of  schools  to  receive  as- 
sistance under  this  section,  the  State  educational  agency  shall  re- 
quire applicant  schools  to  provide  justification  of  the  need  for  such 
assistance  and  the  inability  of  the  school  to  finance  the  food  service 
equipment  needed.  Disbursements  to  any  school  may  be  made,  by 
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advances  or  reimbursements,  only  after  approval  by  the  State  edu- 
cational agency  of  a  request  by  the  school  for  funds,  accompanied 
by  a  detailed  description  of  the  equipment  to  be  acquired  and  the 
plans  for  the  use  thereof  in  effectively  meeting  the  nutritional 
needs  of  children  in  the  school. 

[nonprofit  private  schools 

[(d)  If,  in  any  State,  the  State  educational  agency  is  prohibited 
by  law  from  administering  the  program  authorized  by  this  section 
in  nonprofit  private  schools  within  the  State,  the  Secretary  shall 
administer  such  program  in  such  private  schools.  In  such  event  the 
Secretary  shall  withhold  from  the  funds  apportioned  to  any  such 
State  under  the  provisions  of  subsection  (b)  of  this  section  an 
amount  which  bears  the  same  ratio  to  such  funds  as  the  number  of 
lunches  (consisting  of  a  combination  of  foods  which  meet  the  mini- 
mum nutritional  requirements  prescribed  by  the  Secretary  pursu- 
ant to  section  9(a)  of  the  National  School  Lunch  Act)  served  in 
nonprofit  private  schools  in  such  State  in  the  latest  preceding 
school  year  for  which  the  Secretary  determines  data  are  available 
at  the  time  such  funds  are  withheld  bears  to  the  total  number  of 
such  lunches  served  in  all  schools  within  such  State  in  such  preced- 
ing school  year. 

[reserve  of  funds 

[(e)  For  the  fiscal  years  ending  September  30,  1978,  September 
30,  1979,  and  September  30,  1980,  40  percent  of  the  funds  appropri- 
ated for  the  purposes  of  this  section  shall  be  reserved  to  the  Secre- 
tary to  assist  schools  without  a  food  service  program  and  schools 
that  do  not  serve  breakfasts  or  lunches  but  that  plan  to  use  food 
service  equipment  to  initiate  a  breakfast  or  lunch  program.  The 
Secretary  shall  apportion  the  funds  so  reserved  among  the  States 
on  the  basis  of  the  ratio  of  the  number  of  children  in  each  State 
enrolled  in  schools  without  a  food  service  program  and  in  schools 
moving  toward  the  initiation  of  the  service  of  breakfasts  to  the 
number  of  children  in  all  States  enrolled  in  schools  without  a  food 
service  program  and  in  schools  moving  toward  the  initiation  of  the 
service  of  breakasts.  In  those  States  in  which  the  Secretary  admin- 
isters the  food  service  equipment  assistance  program  in  nonprofit 
private  schools,  the  Secretary  shall  withhold  from  the  funds  appor- 
tioned to  any  such  State  under  this  subsection  an  amount  which 
bears  the  same  ratio  to  such  funds  as  the  number  of  children 
enrolled  in  nonprofit  private  schools  without  a  food  service  pro- 
gram or  moving  toward  the  initiation  of  the  service  of  breakfast  in 
such  State  bears  to  the  total  number  of  children  enrolled  in  all 
schools  without  a  food  service  program  or  moving  toward  the  initi- 
ation of  breakfast  in  such  State.  The  funds  so  reserved,  appor- 
tioned, and  withheld  shall  be  used  by  the  State,  or  the  Secretary  in 
the  case  of  nonprofit  private  schools,  only  to  assist  schools  without 
a  food  service  program  and  schools  moving  toward  the  initiation  of 
the  service  of  breakfast.  If  any  State  cannot  use  all  the  funds 
apportioned  to  it  under  the  provisions  of  this  subsection,  the  Secre- 
tary shall  make  further  apportionement  to  the  remaining  States 
for  use  only  in  assisting  schools  without  a  food  service  program  and 
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schools  moving  toward  the  initiation  of  the  service  of  breakfasts.  If 
after  such  further  apportionment,  any  funds  received  under  this 
subsection  remain  unused,  the  Secretary  shall  immediately  appor- 
tion such  funds  among  the  States  in  accordance  with  the  provisions 
of  subsection  (b)  of  this  section.  Payment  to  any  State  of  funds 
under  the  provisions  of  this  subsection  shall  be  made  upon  the 
condition  that  at  least  one-fourth  of  the  cost  of  the  equipment 
financed  shall  be  borne  by  funds  from  sources  within  the  State, 
except  that  such  condition  shall  not  apply  with  respect  to  funds 
used  under  this  subsection  to  assist  schools  that  are  especially 
needy,  as  determined  by  criteria  established  by  each  State  and 
approved  by  the  Secretary. 

[(f)(1)  Funds  authorized  for  the  purposes  of  this  section  shall  be 
used  only  for  facilities  that  enable  schools,  or  local  public  or  pri- 
vate nonprofit  institutions  under  the  conditions  prescribed  in  para- 
graph (2)  of  this  subsection,  to  prepare  and  cook  hot  meals  or 
receive  hot  meals  at  the  school  or  institution  unless  the  school  can 
demonstrate  to  the  satisfaction  of  the  State  (or,  in  the  case  of 
nonprofit  private  schools  in  States  where  the  Secretary  administers 
the  food  service  equipment  program  in  such  schools,  to  the  satisfac- 
tion of  the  Secretary)  that  an  alternative  method  of  meal  prepara- 
tion is  necessary  for  the  introduction  or  continued  existence  of  the 
school  lunch  or  breakfast  program  in  such  school  or  to  improve  the 
consumption  of  food  or  the  participation  of  eligible  children  in  the 
program. 

[(2)  If  a  school  authorized  to  receive  funds  under  this  section 
cannot  establish  a  food  service  program  of  hot  meals  prepared  and 
cooked  by  the  school,  or  received  by  the  school,  and  the  school 
enters  into  an  agreement  with  a  public  or  private  nonprofit  institu- 
tion to  provide  the  school  lunch  or  breakfast  program  for  children 
attending  the  school,  the  funds  provided  under  this  section  may  be 
used  for  food  service  facilities  to  be  located  at  such  institution,  if 
(A)  the  school  retains  legal  title  to  such  facilities  and,  (B)  in  the 
case  of  funds  made  available  under  subsection  (e)  of  this  section, 
the  institution  would  otherwise  be  without  such  facilities.] 

AUTHORITY  OF  SECRETARY  TO  WITHHOLD  AND  DISBURSE  FUNDS 

Sec.  5.  To  the  extent  the  Secretary  has  continuously  withheld  and 
disbursed  funds  payable  to  a  State  under  this  Act  since  October  1, 
1980,  for  the  purpose  of  providing  funds  to  schools,  and  only  to  that 
extent,  the  Secretary  shall  continue  to  withhold  and  disburse  such 
funds  within  such  State  for  the  same  purposes  and  subject  to  the 
same  conditions  as  are  applicable  to  a  State  disbursing  funds  made 
available  under  this  Act.  Any  such  State  may,  upon  request  to  the 
Secretary,  assume  administration  of  any  program  authorized  under 
this  Act. 

STATE  ADMINISTRATIVE  EXPENSES 

Sec.  7.  (a)(1)  Each  fiscal  year,  the  Secretary  shall  make  available 
to  the  States  for  their  administrative  costs  an  amount  equal  to  not 
less  than  IV2  percent  of  the  Federal  funds  expended  under  sections 
4,  11,  and  17  of  the  National  School  Lunch  Act  and  [3,  4,  and  5]  3 
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and  J/  of  tii is  Act  during  the  second  preceding  fiscal  year.  The 
Secretary  shall  allocate  the  funds  so  provided  in  accordance  with 
paragraphs  (2),  (3),  and  (4)  of  this  subsection.  There  are  hereby 
authorized  to  be  appropriated  such  sums  as  may  be  necessary  to 
carry  out  the  purposes  of  this  sect  ion. 

(2)  The  Secretary  shall  allocate  to  each  State  for  administrative 
costs  incurred  in  any  fiscal  year  in  connection  with  the  programs 
authorized  under  the  National  School  Lunch  Act  or  under  this  Act, 

except  for  the  programs  authorized  under  section  £13  or]  17  of  the 
National  School  Lunch  Act  or  under  section  17  of  this  Act,  an 
amount  equal  to  not  less  than  1  percent  and  not  more  than  IV2 
percent  of  the  funds  expended  by  each  State  under  sections  4  and 
1  1  of  the  National  School  Lunch  Act  and  section  [^,  4,  and  5]  3 
and  //  of  tin's  Act  during  the  second  preceding  fiscal  year.  In  no 

case  shall  the  grant  available  to  any  State  under  this  subsection  be 
less  than  the  amount  such  State  was  allocated  in  the  fiscal  year 
ending  [September  30;  L978J  September  30,  1981,  or  $100,000, 
whichever  is  Larger. 

(3)  The  Secretary  shnll  allocate  to  each  State  for  Lfs  administra- 
tive costs  incurred  under  the  program  authorized  by  section  17  of 
the  National  School  Lunch  Act  in  any  fiscal  year  an  amount,  based 
upon  funds  expended  under  that  program  in  the  second  preceding 
fiscal  year,  equal  to  (A)  20  percent  of  the  first  $50,000,  (B)  10 
percent,  of  the  next  $100,000,  (C)  5  percent  of  the  next  $250,000,  and 
(I))  2Vz  percent,  of  any  remaining  funds.  The  Secretary  may  adjust 
any  State's  allocation  to  reflect  changes  in  the  size  of  its  program. 

(4)  The  remaining  funds  appropriated  under  this  section  shall  be 
allocated  among  t  he  States  by  t  he  Secretary  in  amounts  the  Secre- 
tary determines  necessary  for  the  improvement  in  the  States  of 
administration  of  tin'  programs  authorized  under  the  National 
School  Lunch  Act  and  tins  Act,  except  for  section  17  of  this  Act, 
including,  but  not  limited  to,  improved  program  integrity  and  the 
quality  of  meals  ser  ved  to  children. 

(5)  Funds  available  to  States  under  this  subsection  [and  under 
sect  ion  L3(k)(l)  of  the  Nat  ional  School  Lunch  Act]  shall  be  used  for 
the  costs  of  administration  of  the  programs  for  which  the  alloca- 
tions are  made,  except  that  States  may  transfer  up  to  10  percent  of 
any  of  the  amounts  allocated  among  such  programs. 

((i)  Where  the  Secretary  is  responsible  for  the  administration  of 
programs  under  this  Act  or  the  National  School  Lunch  Act,  the 
amount  of  funds  that  would  be  allocated  to  the  State  agency  under 
this  section  [and  under  section  L3(k)(l)  of  the  National  School 
Lunch  Act]  shall  be  retained  by  the  Secretary  for  the  Secretary's 
use  in  the  administration  of  such  programs. 

(b)  The  Secretary,  in  cooperation  with  the  several  States,  shall 
develop  State  staffing  standards  for  the  administration  by  each 
State  of  sections  4,  11,  and  17  of  the  National  School  Lunch  Act 
and  sections  4,  and  5]  3  and  4  of  this  Act,  that  will  ensure 
sufficient  staff  for  the  planning  and  administration  of  programs 
covered  by  State  administrative  expenses. 

*  *  *  #  *  +]-it  $ 

[(e)  Notwithstanding  any  other  provision  of  law,  funds  available 
to  each  State  under  this  section  for  fiscal  year  1078  that  are  not 
obligated  or  expended  in  that  fiscal  year  shall  remain  available  for 
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obligation  and  expenditure  by  that  State  in  fiscal  year  1979.  For 
fiscal  year  1979,  and  for  the  five  succeeding  fiscal  years,  the  Secre- 
tary shall  establish  a  date  by  which  each  State  shall  submit  to  the 
Secretary  a  plan  for  the  disbursement  of  funds  provided  under  this 
section  for  each  such  year,  and  the  Secretary  shall  reallocate  any 
unused  funds,  as  evidenced  by  such  plans,  to  other  States  as  the 
Secretary  deems  appropriate.] 

(e)  Notwithstanding  any  other  provision  of  law,  funds  made  avail- 
able to  each  State  under  this  section  shall  remain  available  for 
obligation  and  expenditure  by  that  State  during  the  fiscal  year 
immediately  following  the  fiscal  year  for  which  such  funds  were 
made  available.  For  each  fiscal  year  the  Secretary  shall  establish  a 
date  by  which  each  State  shall  submit  to  the  Secretary  a  plan  for 
the  disbursement  of  funds  provided  under  this  section  for  each  such 
year,  and  the  Secretary  shall  reallocate  any  unused  funds,  as  evi- 
denced by  such  plans,  to  other  States  as  the  Secretary  considers 
appropriate. 

(f)  The  State  may  use  a  portion  of  the  funds  available  under  this 
section  to  assist  in  the  administration  of  the  commodity  distribu- 
tion program. 

(g)  Each  State  shall  submit  to  the  Secretary  for  approval  by 
October  1  of  each  year  an  annual  plan  for  the  use  of  State  adminis- 
trative expense  funds,  including  a  staff  formula  for  State  person- 
nel, system  level  supervisory  and  operating  personnel,  and  school 
level  personnel. 

(h)  Payments  of  funds  under  this  section  shall  be  made  only  to 
States  that  agree  to  maintain  a  level  of  funding  out  of  State  rev- 
enues, for  administrative  costs  in  connection  with  programs  under 
this  Act  (except  section  17  of  this  Act)  and  the  National  School 
Lunch  Act  [(except  section  13  of  that  Act) J,  not  less  than  the 
amount  expended  or  obligated  in  fiscal  year  1977. 

(i)  For  the  fiscal  years  beginning  October  1,  1977,  and  ending 
September  30,  1984,  there  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  for  the  purposes  of  this  section. 

******* 

REGULATIONS 

Sec.  10.  (a)  The  Secretary  shall  prescribe  such  regulations  as  he 
may  deem  necessary  to  carry  out  this  Act  and  the  National  School 
Lunch  Act,  including  regulations  relating  to  the  service  of  food  in 
participating  schools  and  service  institutions  in  competition  with 
the  programs  authorized  under  this  Act  and  the  National  School 
Lunch  Act.  Such  regulations  shall  not  prohibit  the  sale  of  competi- 
tive foods  approved  by  the  Secretary  in  food  service  facilities  or 
areas  during  the  time  of  service  of  food  under  this  Act  or  the 
National  School  Lunch  Act  if  the  proceeds  from  the  sales  of  such 
foods  will  inure  to  the  benefit  of  the  schools  or  of  organizations  of 
students  approved  by  the  schools.  In  such  regulations  the  Secretary 
may  provide  for  the  transfer  of  funds  by  any  State  between  the 
programs  authorized  under  this  Act  and  the  National  School 
Lunch  Act  on  the  basis  of  an  approved  State  plan  of  operation  for 
the  use  of  the  funds  and  may  provide  for  the  reserve  of  up  to  1  per 
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centum  of  the  funds  available  for  apportionment  to  any  State  to 
carry  out  special  developmental  projects. 

(b)  The  Secretary  shall,  at  the  earliest  practicable  date  after  the 
date  of  the  enactment  of  this  subsection,  but  not  later  than  90  days 
after  such  date  of  enactment,  prescribe  such  changes  in  nutritional 
and  other  program  requirements  under  this  Act  and  the  National 
School  Lunch  Act  as  may  be  necessary  to  achieve  cost  savings  in  the 
operation  of  child  feeding  programs  at  the  local  level  without  en- 
dangering the  nutritional  integrity  of  the  meals  served  by  schools 
participating  in  the  program. 

PROHIBITIONS 

Sec.  11.  (a)  In  carrying  out  the  provisions  of  [section  3  through 
5]  sections  3  and  4  of  this  Act,  neither  the  Secretary  nor  the  State 
shall  impose  any  requirements  with  respect  to  teaching  personnel, 
curriculum,  instruction,  methods  of  instruction,  and  materials  of 
instruction. 

(b)  The  value  of  assistance  to  children  under  this  Act  shall  not  be 
considered  to  be  income  or  resources  for  any  purpose  under  any 
Federal  or  State  laws  including,  but  not  limited  to,  laws  relating  to 
taxation,  welfare,  and  public  assistance  programs.  Expenditures  of 
funds  from  State  and  local  sources  for  the  maintenance  of  food 
programs  for  children  shall  not  be  diminished  as  a  result  of  funds 
received  under  this  Act. 

******* 

MISCELLANEOUS  PROVISIONS  AND  DEFINITIONS 

Sec.  15.  For  the  purpose  of  this  Act — 

(a)  "State"  means  any  of  the  fifty  States,  the  District  of  Colum- 
bia, the  Commonwealth  of  Puerto  Rico,  the  Virgin  Islands,  Guam, 
American  Samoa,  or  the  Trust  Territory  of  the  Pacific  Islands. 

(b)  "State  educational  agency"  means,  as  the  State  legislature 
may  determine,  (1)  the  chief  State  school  officer  (such  as  the  State 
superintendent  of  public  instruction,  commissioner  of  education,  or 
similar  officer),  or  (2)  a  board  of  education  controlling  the  State 
department  of  education. 

(c)  "School"  means  (A)  any  public  or  nonprofit  private  school  of 
high  school  grade  or  under,  including  kindergarten  and  preschool 
programs  operated  by  such  school,  other  than  a  private  school 
whose  yearly  tuition  exceeds  $1,500  per  child,  [(B)  any  public  or 
licensed  nonprofit  private  residential  child  care  institution  (includ- 
ing, but  not  limited  to,  orphanages  and  homes  for  the  mentally 
retarded,  but  excluding  Job  Corps  Centers  funded  by  the  Depart- 
ment of  Labor),]  *  and  [(C)]  (B)  *  with  respect  to  the  Common- 
wealth of  Puerto  Rico,  nonprofit  child  care  centers  certified  as  such 
by  the  Governor  of  Puerto  Rico.  For  purposes  of  clauses  (A)  and  (B) 
of  this  subsection,  the  term  "nonprofit",  when  applied  to  any  such 
private  school  or  institution,  means  any  such  school  or  institution 
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which  is  exempt  from  tax  under  section  501(c)(3)  of  the  Internal 
Revenue  Code  of  1954. 

******* 


ACCOUNTS  AND  RECORDS 

Sec.  16.  States,  State  educational  agencies,  schools,  and  nonprofit 
institutions  participating  in  programs  under  this  Act  shall  keep 
such  accounts  and  records  as  may  be  necessary  to  enable  the 
Secretary  to  determine  whether  there  has  been  compliance  with 
this  Act  and  the  regulations  hereunder.  Such  accounts  and  records 
shall  at  all  times  be  available  for  inspection  and  audit  by  repre- 
sentatives of  the  Secretary  and  shall  be  preserved  for  such  period 
of  time,  not  in  excess  of  three  years,  as  the  Secretary  determines  is 
necessary.  The  Secretary  shall  have  authority  to  determine  the 
amount  of  and  settle  and  adjust  any  claim  and  to  compromise  or 
deny  all  or  part  of  any  claim  or  claims  arising  under  the  provisions 
of  this  Act,  the  National  School  Lunch  Act,  or  the  regulations 
issued  pursuant  to  such  Acts,  including  the  authority  to  waive  any 
claim  if  the  Secretary  determines  that  to  do  so  would  serve  the 
purposes  of  either  such  Act.  The  preceding  sentence  shall  not  dimin- 
ish the  existing  authority  of  the  Attorney  General  of  the  United 
States  under  section  516  of  title  28,  United  States  Code,  to  conduct 
litigation  on  behalf  of  the  United  States. 

SPECIAL  SUPPLEMENTAL  FOOD  PROGRAM 

Sec.  17.  (a)  Congress  finds  that  substantial  numbers  of  pregnant, 
postpartum,  and  breastfeeding  women,  infants,  and  young  children 
from  families  with  inadequate  income  are  at  special  risk  with 
respect  to  their  physical  and  mental  health  by  reason  of  inad- 
equate nutrition  or  health  care,  or  both.  It  is,  therfore,  the  purpose 
of  the  program  authorized  by  this  section  to  provide,  up  to  the 
authorization  levels  set  forth  in  subsection  (g)  of  this  section,  sup- 
plemental foods  and  nutrition  education  through  any  eligible  local 
agency  that  applies  for  participation  in  the  program.  The  program 
shall  serve  as  an  adjunct  to  good  health  care,  during  critical  times 
of  growth  and  development,  to  prevent  the  occurrence  of  health 
problems  and  improve  the  health  status  of  these  persons. 

(g)  There  are  hereby  authorized  to  be  appropriated  $550,000,000 
for  the  fiscal  year  ending  September  30,  1979,  $800,000,000  for  the 
fiscal  year  ending  September  30,  1980,  $900,000,000  for  the  fiscal 
year  ending  September  30,  1981,  [and  such  sums  as  may  be  neces- 
sary for  the  three  subsequent  fiscal  years,]  $998,000,000  for  the 
fiscal  year  ending  September  30,  1982,  $1,060,000,000  for  the  fiscal 
year  ending  September  30,  1983,  and  $1,126,000,000  for  the  fiscal 
year  ending  September  30,  1984,  for  the  purpose  of  carrying  out  the 
program  authorized  by  this  section.  Of  the  sums  appropriated  for 
any  fiscal  year  for  the  program  under  this  section,  one-half  of  1 
percent,  not  to  exceed  $3,000,000,  shall  be  available  to  the  Secre- 
tary for  the  purpose  of  evaluating  program  performance,  evaluat- 
ing health  benefits,  and  administration  of  pilot  projects,  including 
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projects  designed  to  meet  the  special  needs  of  migrants,  Indians, 
and  rural  populations. 

******* 

NUTRITION  EDUCATION  AND  TRAINING 

Sec.  19.  (a)  Congress  finds  that — 

(1)  the  proper  nutrition  of  the  Nation's  children  is  a  matter 
of  highest  priority; 

NUTRITION  INFORMATION  AND  TRAINING 

(d)(1)  The  Secretary  is  authorized  to  formulate  and  carry  out  a 
nutrition  information  and  education  program,  through  a  system  of 
grants  to  State  educational  agencies,  to  provide  for  (A)  the  nutri- 
tional training  of  educational  and  food  service  personnel,  (B)  the 
food  service  management  training  of  school  food  service  personnel, 
and  (C)  the  conduct  of  nutrition  education  activities  in  schools  and 
child  care  institutions. 

******* 

[(6)  Notwithstanding  any  other  provision  of  this  section,  if,  in 
any  State,  the  State  educational  agency  is  prohibited  by  law  from 
administering  the  program  authorized  by  this  section  in  nonprofit 
private  schools  and  institutions,  the  Secretary  may  administer  the 
program  with  respect  to  such  schools  and  institutions.] 

APPROPRIATIONS  AUTHORIZED 

(j)(D  For  the  fiscal  years  beginning  October  1,  1977,  and  October 
1,  1978,  grants  to  the  States  for  the  conduct  of  nutrition  education 
and  information  programs  shall  be  based  on  a  rate  of  50  cents  for 
each  child  enrolled  in  schools  or  in  institutions  within  the  State, 
except  that  no  State  shall  receive  an  amount  less  than  $75,000  per 
year. 

(2)  For  the  fiscal  year  ending  September  30,  1980,  and  for  each 
succeeding  fiscal  year  ending  on  or  before  September  30,  1984, 
there  is  hereby  authorized  to  be  appropriated  for  grants  to  each 
State  for  the  conduct  of  nutrition  education  and  information  pro- 
grams, an  amount  equal  to  the  higher  of  (A)  50  cents  for  each  child 
enrolled  in  schools  or  in  institutions  within  each  State,  or  (B) 
$75,000  for  each  State.  For  the  fiscal  year  beginning  October  1, 
1980,  and  subsequent  fiscal  years,  there  is  authorized  to  be  appro- 
priated for  the  grants  referred  to  in  the  preceding  sentence,  not 
more  than  [$15,000,000]  $10,000,000.  Grants  to  each  State  from 
such  appropriations  shall  be  based  on  a  rate  of  50  cents  for  each 
child  enrolled  in  schools  or  in  institutions  within  such  State,  except 
that  no  State  shall  receive  an  amount  less  than  $75,000  for  that 
year.  If  funds  appropriated  for  such  year  are  insufficient  to  pay 
amount  to  which  each  State  is  entitled  under  the  second  preceding 
sentence,  the  amount  of  such  grant  shall  be  ratably  reduced  to  the 
extent  necessary  so  that  the  total  of  such  amounts  paid  does  not 
exceed  the  amount  of  appropriated  funds.  If  additional  funds 
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become  available  for  making  such  payments,  such  amounts  shall  be 
increased  on  the  same  basis  as  they  were  reduced. 

(3)  Enrollment  data  used  for  purposes  of  this  subsection  shall  be 
the  latest  available  as  certified  by  the  Office  of  Education  of  the 
Department  of  Health,  Education,  and  Welfare. 

******* 

Omnibus  Reconciliation  Act  of  1980 

******* 

Section  101.  This  Act  may  be  cited  as  the  "Omnibus  Reconcili- 
ation Act  of  1980". 

******* 

TITLE  II— SCHOOL  LUNCH  AND  CHILD 
NUTRITION  PROGRAMS 
Subtitle  A — Savings  Under  the  School  Lunch  and 
Child  Nutrition  Programs 

REDUCTION  IN  GENERAL  REIMBURSEMENT 

Sec.  201.  [(a)  Notwithstanding  section  4  of  the  National  School 
Lunch  Act,  for  the  fiscal  year  ending  September  30,  1981,  the 
national  average  payment  per  lunch  under  such  Act  for  such  fiscal 
year,  after  being  adjusted  under  section  11(a)  of  such  Act,  shall  be 
reduced  by  2V2  cents  for  any  school  food  authority  under  which  less 
than  60  percent  of  the  lunches  served  in  the  school  lunch  program 
were  served  free  or  at  reduced  price  during  the  second  preceding 
school  year.  The  amount  of  State  administrative  expense  funds  to 
be  made  available  to  the  States  by  the  Secretary  of  Agriculture 
under  section  7  of  the  Child  Nutrition  Act  of  1966  for  the  fiscal 
year  ending  September  30,  1983,  and  the  amount  of  State  revenues 
appropriated  or  used  for  meeting  the  requirements  under  section  7 
of  the  National  School  Lunch  Act  for  the  school  year  ending  June 
30,  1982,  shall  not  be  reduced  because  of  a  reduction  in  the  amount 
of  Federal  funds  expended  as  a  result  of  the  preceding  sentence. 
For  the  purpose  of  this  section,  the  term  ' 'school  food  authority" 
means  the  governing  body  that  is  responsible  for  the  administra- 
tion of  one  or  more  schools  and  has  the  legal  authority  to  operate  a 
school  lunch  or  school  breakfast  program.] 

******* 

REDUCTION  IN  COMMODITY  ASSISTANCE 

Sec.  202.  [(a)  For  the  fiscal  year  ending  September  30,  1981,  the 
national  average  value  of  donated  foods,  or  cash  payments  in  lieu 
thereof,  as  determined  under  section  6(e)  of  the  National  School 
Lunch  Act,  shall  be  reduced  by  2  cents.] 

******* 

INCOME  ELIGIBILITY  GUIDELINES 


Sec.  203.  (a)  During  the  fiscal  year  ending  September  30,  1981, 
the  income  poverty  guidelines  for  the  purposes  of  section  9  of  the 
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National  School  Lunch  Act  shall  be  the  nonfarm  income  poverty 
guidelines  prescribed  by  the  Office  of  Management  and  Budget 
adjusted  annually  pursuant  to  section  625  of  the  Economic  Oppor- 
tunity Act  of  1964  (42  U.S.C.  2971d)  for  the  forty-eight  States. 

[(b)  In  computing  household  income  under  section  9(b)  of  the 
National  School  Lunch  Act  for  the  fiscal  year  ending  September  30, 
1981— 

(1)  in  States  other  than  Alaska,  Hawaii,  and  Guam,  the 
Secretary  shall  allow  a  standard  deduction  of  $60  each  month 
for  each  household,  which  shall  be  adjusted  to  the  nearest  $5 
on  July  1,  1980,  to  reflect  changes  in  the  Consumer  Price  Index 
for  All  Urban  Consumers,  published  by  the  Bureau  of  Labor 
Statics,  Department  of  Labor,  for  items  other  than  food  for  the 
period  beginning  September  1977  and  ending  March  1980; 

(2)  the  monthly  standard  deduction  allowed  in  Alaska  shall 
bear  the  same  ratio  to  the  standard  deduction  allowed  in  the 
contiguous  States  as  the  applicable  income  poverty  guidelines 
for  Alaska  bear  to  the  applicable  income  poverty  guidelines  for 
such  States;  and 

(3)  the  monthly  standard  deduction  allowed  in  Hawaii  and 
Guam  shall  bear  the  same  ratio  to  the  standard  deduction 
allowed  in  the  contiguous  States  as  the  applicable  income  pov- 
erty guidelines  for  Hawaii  bear  to  the  applicable  income  pover- 
ty guidelines  for  such  States.] 
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Washington.  D.C.  20510 


June  11,  1981 


Honorable  Pete  V.  Domenici 
Chairman 

Committee  on  the  Budget 
United  States  Senate 
Washington,  D.  C.  20510 

Dear  Chairman  Domenici: 

This  letter  is  to  inform  you  of  actions  within  the  jurisdiction  of  the 
Senate  Committee  on  Armed  Services  which,  if  enacted,  will  yield  reductions 
in  direct  spending  consistent  with  the  requirements  of  the  First  Concurrent 
Resolution  on  the  Budget  for  Fiscal  Year  1982   (H.  Con.  Res.  115). 

First,  the  FY  82  DoD  Authorization  Bill   (S.   815)   adopted  by  the  Senate 
on  May  14,  1981  contains  legislation   (Attachment  A)  to  revise  the  cost-of- 
living  adjustments  for  retired  military  personnel  from  a  semi-annual  to  an 
annual  basis,  contingent  upon  a  similar  provision  being  adopted  for  Federal 
civilian  retirees.     This  provision  if  enacted  will  result  in  savings  of 
$394  million  for  Fiscal  Year  19  82.     I  should  point  out  that  Section  812(b) 
of  PL  96-342,  the  Department  of  Defense  Authorization  Act  of  1981,  provides 
that  military  personnel  shall  be  paid  a  cost-of-living  adjustment  each 
time  an  adjustment  is  paid  to  Federal  civilian  retirees   (Attachment  B) . 

Second,  the  President's  proposed  Strategic  and  Critical  Materials 
Transaction  Authorization  Act  of  19  81  contains  a  provision  to  authorize  the 
sale  over  a  three  year  period  of  one  hundred  and  thirty-nine  million  five 
hundred  thousand  (139,500,000)   troy  ounces  of  silver  which  has  been  deter- 
mined by  the  Administration  to  be  in  excess  of  that  required  of  the  National 
Defense  Stockpile.     Such  sale  would  yield  added  revenues  of  at  least  $572 
million  if  Fiscal  Year  1982.     The  legislative  language   (Attachment  C) , 
excerpted  from  the  President's  stockpile  legislative  proposal,  is  forwarded 
for  inclusion  in  the  Reconciliation  Bill.     Be  advised,  however,  that  the 
Committee  on  Armed  Services  has  not  yet  considered  this  stockpile  legis- 
lation and  is  not  prepared  to  offer  its  recommendation  on  the  President's 
request. 

You  are  authorized  to  use  in  the  report  which  will  accompany  the 
Reconciliation  Bill  the  language  reflected  in  Attachment  D.     This  langugage 
relates  to  the  proposed  cost-of-living  adjustment  to  the  pay  of  retired 
military  personnel  as  well  as  the  legislation  proposed  by  the  President 
for  authorization  of  the  sale  of  silver  from  the  National  Defense  Stock- 
pile.    Enactment  of  these  two  legislative  proposals  would  result  in  a  net 
reduction  of  direct  spending  consistent  with  the  reconciliation  require- 
ment for  the  Committee  on  Armed  Services  as  set  forth  in  H .  Con.  Res.  115. 


Sincere ly , 
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94  STAT.  1098 


PUBLIC  LAW  96-342— SEPT.  8.  1980 


10  USC  2101  el 
teg. 

10  USC  4331  et 
teq.,  6951  et  teq., 
9331  et  teq. 

Restriction. 

Repeal. 


SUBSISTENCE  ALLOWANCES  FOR  MEMBERS  OF  MARINE  CORPS  OFFICER 
CANDIDATE  PROCRAMS 

Sec.  811.  (a)  Section  209  of  title  37,  United  States  Code,  relating  to 
members  of  precommissioning  programs,  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(dXl)  Except  when  serving  on  active  duty,  a  member  who  is 
enrolled  in  a  Marine  Corps  officer  candidate  program  which  requires 
a  baccalaureate  degree  as  a  prerequisite  to  being  commissioned  as  an 
officer  and  who  is  not  enrolled  in  a  program  established  under 
chapter  103  of  title  10  or  an  academy  established  under  chapter  403, 
603,  or  903  of  title  10  may  be  paid  a  subsistence  allowance  at  the  same 
rate  as  that  prescribed  by  subsection  (a)  of  this  section.for  a  member 
of  the  Senior  Reserve  Officers'  Training  Corps  who  is  selected  for 
advanced  training  under  section  2104  of  title  10. 

"(2)  No  subsistence  allowance  may  be  paid  under  paragraph  (1)  of 
this  subsection  for  any  period  after  September  30, 1982.". 

(b)  The  Act  entitled  'An  Act  to  provide  subsistence  allowances  for 
members  of  the  Marine  Corps  officer  candidate  programs",  approved 
November  24, 1971  (37  U.S.C.  209  note),  is  repealed. 


10  USC  1401a 
note. 


Executive  order. 


Restriction. 


5  USC  8331. 
Effective  date. 


CONTINGENT  ONCE-A-YEAR  ADJUSTMENT  OF  RETIRED  AND  RETAINER 

PAY 

Sec.  812.  (aXl)  The  increase  in  the  retired  and  retainer  pay  of 
members  and  former  members  of  the  uniformed  services  which  but 
for  this  section  would  be  made  effective  September  1, 1980,  under  the 
provisions  of  paragraph  (2KB)  of  section  1401a(b)  of  title  10,  United 
States  Code,  shall  not  be  made. 

(2XA)  In  making  the  determination  required  by  the  provisions  of 
paragraph  (1KA)  of  section  1401a(b)  of  title  10,  United  States  Code,  to 
be  made  on  January  1, 1981,  or  within  a  reasonable  time  thereafter, 
the  Secretary  of  Defense  shall  determine  the  percent  change  in  the 
index  (as  such  term  is  defined  in  section  1401a(a)  of  title  10,  United 
States  Code)  published  for  December  1980  over  the  index  published 
for  December  1979  (rather  than  over  the  index  published  for  June 
1980). 

(B)  The  increase  in  the  retired  and  retainer  pay  of  members  and 
former  members  of  the  uniformed  services  to  be  made  effective 
March  1,  1981,  under  the  provisions  of  paragraph  (2XA)  of  such 
section  shall,  in  lieu  of  the  increase  prescribed  by  such  paragraph,  be 
the  percent  change  computed  under  subparagraph  (A),  adjusted  to 
the  nearest  Vio  of  one  percent. 

(3)  The  President  shall  by  Executive  order  provide  for  only  one  cost- 
of-living  adjustment  in  the  annuities  paid  under  the  Central  Intelli- 
gence Agency  Act  of  1964  for  Certain  Employees  (50  U.S.C.  403  note) 
during  the  period  beginning  on  September  1,  1980,  and  ending  on 
August  31,  1981.  Such  adjustment  shall  be  effective  March  1,  1981, 
and  shall  be  made  in  the  same  manner  and  percentage  as  the 
adjustment  provided  for  in  paragraphs  (1)  and  (2)  for  the  retired  and 
retainer  pay  of  members  and  former  members  of  the  uniformed 
services. 

(4)  Paragraphs  (1),  (2),  and  (3)  shall  not  take  effect  unless  similar 
legislation  is  enacted' which  provides  for  only  one  cost-of-living 
increase  in  annuities  paid  under  subchapter  III  of  chapter  83  of  title 
5,  United  States  Code,  during  the  period  beginning  on  September  1, 
1980,  and  ending  on  August  31, 1981. 

(bXl)  Effective  August  31, 1981,  but  subject  to  paragraph  (3),  section 
1401a1»  of  title  10,  United  States  Code,  relatine  to  adjustment  of 
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PUBLIC  LAW  96-342— SEPT.  8,  1980 


94  STAT.  1099 


5  USC  8331. 


Restriction. 
10  USC  1401. 
note. 

Effective  data. 


retired  pay  and  retainer  pay  to  reflect  changes  in  the  Consumer  Price 
Index,  is  amended  to  read  as  follows: 

*/T  "(b)  Each  time  that  an  increase  is  made  under  section  8340(b)  of 
title  5  in  annuities  paid  under  subchapter  III  of  chapter  83  of  such 
title,  the  Secretary  of  Defense  shall  at  the  same  time  increase  the 
retired  and  retainer  pay  of  members  and  former  members  of  the 
armed  forces  by  the  same  percent  as  the  percentage  by  which 
annuities  are  increased  under  such  section.". 

(2)  The  amendment  made  by  paragraph  (1)  shall  not  take  effect 
unless  legislation  is  enacted  which  provides  for  the  adjustment  of 
annuities  paid  under  subchapter  III  of  chapter  83  of  title  5,  United 
States  Code,  on  a  once-a-year  basis.  In  the  event  such  legislation  is 
enacted,  such  amendment  shall  become  effective  with  respect  to 
adjustments  in  the  retired  pay  and  retainer  pay  of  members  and 
former  members  of  the  uniformed  services  at  the  same  time  that  the 
legislation  providing  for  such  a  once-a-year  adjustment  of  annuities 
paid  under  subchapter  III  of  chapter  83  of  title  5,  United  States  Code, 
becomes  effective. 

(3)  If  legislation  described  in  paragraph  (2)  is  enacted  to  provide  for 
the  adjustment  of  annuities  paid  under  subchapter  III  of  chapter  83  of 
title  5,  United  States  Code,  on  a  once-a-year  basis,  the  President  shall 
exercise  the  authority  vested  in  him  under  section  292  of  the  Central 
Intelligence  Agency  Act  of  1964  for  Certain  Employees  (50  U.S.C.  403 
note)  to  provide  for  cost-of-living  adjustments  in  the  annuities  paid 
under  such  Act  on  an  identical  basis. 

(4)  If  at  the  time  the  first  adjustment  in  retired  and  retainer  pay  is 
made  under  section  1401a(b)  of  title  10,  United  States  Code,  as 
amended  by  paragraph  (1)  of  this  subsection,  the  period  upon  which 
the  most  recent  adjustment  in  such  retired  and  retainer  pay  was 
computed  is  not  identical  to  the  period  upon  which  the  most  recent 
adjustment  in  annuities  under  subchapter  III  of  chapter  83  of  title  5, 
United  States  Code,  was  computed,  then  the  percentage  increase  to 
be  made  under  such  section  1401a(b)  at  the  time  of  the  first  such 
adjustment  shall  be  computed  in  the  same  manner  as  the  percentage 
increase  made  at  the  same  time  in  annuities  under  subchapter  III  of 
chapter  83  of  title  5,  United  States  Code,  is  computed,  but  shall  be 
based  on  the  period  beginning  on  the  last  day  of  the  period  upon 
which  the  most  recent  adjustment  in  such  retired  and  retainer  pay 
was  computed  and  ending  on  the  last  day  of  the  period  upon  which 
the  adjustment  being  made  at  the  same  time  in  annuities  under  such 
subchapter  III  is  computed.  The  President  shall  by  Executive  order  Executive  order, 
provide  for  a  similar  computation  of  the  adjustment  in  annuities  paid 

under  the  Central  Intelligence  Agency  Act  of  1964  for  Certain 
Employees  (50  U.S.C.  403  note)  which  is  made  at  the  same  time  as  the 
increase  in  retired  and  retainer  pay  to  which  the  preceeding  sentence 
is  applicable. 

(c)  For  the  purposes  of  this  section,  the  term  "uniformed  services" 
means — 

(1)  the  Armed  Forces;  and 

(2)  the  commissioned  corps  of  the  National  Oceanic  and  Atmos- 
pheric Administration  and  of  the  Public  Health  Service. 


"Uniformed 
service*." 
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RECOMMENDED   REPORT  LANGUAGE 
Contingent  Once-A-Year  Adjustment  of  Retired  and  Retainer  Pay 

Under  the  current  law,   military  retirement  and  retainer 
pay  is   adjusted  semi-annually  on  March  1   and  September  1  of  each 
year  by   the  percentage  increase   that  has  occurred  in  the  Consumer 
Price  Index  over  the  preceding  six-month  period.      The  Department 
of  Defense  Authorization  Act  of  1981  provided  a  once-a-year 
cost-of-living  adjustment   (COLA)    of  military  retirement  pay 
contingent  upon  a  similar  change  in  Federal   civil  service 
retirement  pay.      The   semi-annual  basis   of  the   COLA   for  civil 
service   retirement  pay  has  not  been  changed.  Accordingly, 
military   retirement  pay   continues   to  be  adjusted  twice-a-year 
for  the  increase  in  the  cost-of-living. 

The   Department  of  Defense  Authorization  Act  of  1982    (S.  815), 
as  passed  by  the  Senate  on  May  14,   1981    (but  not  yet  passed  by 
the  House),   provides   for  an   annual   cost-of-living  adjustment. 
This  provision   requiring  an   adjustment  of  military   retired  pay 
on  an   annual  vice  semi-annual  basis   is   contingent  upon  a  similar 
provision  being  enacted   for  Federal   civil   service  retirement 
pay.      If  the   cost-of-living  adjustment  provision  of  S.    815  relating 
to  military  retired  pay  is   enacted  and  if  a  similar  provision  is 
enacted   for  Federal   civil   service   retired  pay,   it  would  result 
in  savings  of  $394  million   for  Fiscal  Year  1982. 
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-    2  - 

Sale  of  Excess   Silver   from  the  National   Defense  Stockpile 

The  Administration  has   determined  that  there  is   an  excess 
of  one  hundred  and  thirty-nine  million,    five  hundred  thousand 
(139,500,000)    troy  ounces  of  silver  in  the  National  Defense 
Stockpile.     The  Administration  has  proposed  the   sale  of  such 
excess  silver  which  would  yield   revenues   of  at  least  $572 
million  in  Fiscal  Year  1982.      The   authorization  of  such  proposed 
sale  of  silver   from  the  National   Defense   Stockpile   is   a  matter 
which  is  within  the  purview  of  and  is   now  pending  before  the 
Senate  Committee   on  Armed  Services.      The   Committee  on  Armed 
Services  has   not,   therefore,    submitted   its    recommendation  on 
this  Administration  proposal. 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rivlin 
Director- 


June  12,  1981 


Honorable  John  Tower 
Chairman 

Committee  on  Armed  Services 
United  States  Senate 
Washington,  D.  C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  cost  estimate  of  the 
bill  for  reducing  spending  in  programs  within  the  jurisdiction  of  the  Senate 
Committee  on  Armed  Services.  The  estimates  included  in  the  attached 
report  represent  the  1981-1984  effects  on  the  federal  budget  of  the 
Committee's  legislative  proposals.  CBO  understands  that  the  staff  of  the 
Committee  on  the  Budget  will  be  responsible  for  interpreting  how  the 
savings  contained  in  these  legislative  proposals  measure  against  the  budget 
resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc: 


Honorable  John  Stennis 
Ranking  Minority  Member 


217 


Congressional  Budget  Office 
Cost  Estimate 

June  12,  1981 

1.  Bill  Title: 

Omnibus  Reconciliation  Legislation,  Title  II--Committee  on  Armed 
Services. 

2.  Bill  Status: 

As  sent  to  the  Senate  Budget  Committee  by  the  Senate  Armed  Services 
Committee  on  June  12,  1981. 

3.  Bill  Purpose: 

To  bring  the  expenditures  authorized  by  the  Senate  Armed  Services 
Committee  within  the  reconciliation  target  established  by  the 
Congress. 

4.  Cost  Estimate: 

(By  fiscal  year,  in  millions  of  dollars) 

Reconciliation  Reduction  1981  1982  1983  1984 

Budget  Authority  -233  -966  -899  -511 

Estimated  Outlays  -233  -966  -899  -511 

For  account  by  account  detail  on  the  savings  resulting  from  this  bill, 
see  the  attached  table. 


5.     Basis  of  Estimate: 


Budget  authority  savings  were  estimated  by  reducing  the  current  policy 
baseline  to  the  authorization  limits  established  in  this  bill.  Outlays 
were  estimated  using  historical  patterns. 


6.  Estimate  Comparison:  None. 

7.  Previous  CBO  Estimate:  None. 


8.     Estimate  Prepared  by:         Thomas  D.  Phillips  (225-4844)  Tbf 
Patrick  L.  Renehan  (225-4844) 


9.     Estimate  Approved  by: 


^7y^"  James  L.  Blum 
j[y      Assistant  Director 

for  Budget  Analysis 
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Title  II    -    Senate  Armed  Services  Committee 
Reconciliation  Proposals 

(By  fiscal  year,  in  millions  of  dollars) 
1981  1982  1983  1984 

Strategic  Stockpile 
Baseline 

Budget  Authority  -263  -267  -194  -57 

Outlays  -263  -267  -194  -57 

Estimated  Savings 

Budget  Authority  -165  -572  -572  -226 

Outlays  -165  -572  -572  -226 

Military  Retired  Pay 
Baseline 

Budget  Authority  13,887        15,483        16,954  18,282 

Outlays  13,781        15,477        16,948  18,277 

Estimated  Savings  from  Once 

Annual  Cost-of-Living  Increases 

in  Military  Retired  Pay 

Budget  Authority  '  -68  -394  -327  -285 

Outlays  -68  -394  -327  -285 

TOTAL  ESTIMATED  SAVINGS 

Budget  Authority  -233  -966  -899  -511 

Outlays  -233  -966  -899  -511 


COMMITTEE  ON  BANKING,  HOUSING,  AND  URBAN 

AFFAIRS 


Title  III 


QlCnHcb  J£>ictie&  Jebenctie 


Washington.  D.C.  20510 


June  12,  19  81 


The  Honorable  Pete  V.  Domenici 
Chairman 

Committee  on  the  Budget 
United  States  Senate 
Washington,   D.C.  20510 

Dear  Mr.  Chairman: 

In  accordance  with  the  reconciliation  instructions  in  the 
first  concurrent  resolution  on  the  budget   (H.   Con.   Res.  115), 
the  recommendations  of  the  Committee  on  Banking,  Housing  and 
Urban  Affairs  for  achieving  savings  under  programs  within 
its  jurisdiction  are  enclosed  along  with  the  report  of  the 
Committee.     These  materials  are  transmitted  for  your  inclusion 
of  them  intact  as  Title   III  of  the  overall  reconciliation 
bill  to  be  reported  by  your  Committee . 

The  Committee  has  adopted  legislation  to:      (A)  reduce 
authorizations  for  the  Export  -  Import  Bank;    (B)   reduce  the 
FY  82  authorization  for  urban  mass  transit  programs;  and 
(C)   incorporate  most  of  the  programmatic  and  authorization 
changes  to  housing  and  urban  development  programs  adopted 
by  the  Senate  in  S.   1197.     Your  Committee  indicates  that  this 
legislation  achieves  the  policy  assumption  underlying 
H.   Con.   Res.  115. 


JG :psw 
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TITLE  III— MATTERS  WITHIN  THE  JURISDICTION  OF  THE 
COMMITTEE  ON  BANKING,  HOUSING,  AND  URBAN  AF- 
FAIRS OF  THE  SENATE 


History  of  the  Legislation 


The  Committee  on  Banking,  Housing,  and  Urban  Affairs  met  on 
June  9  and  10,  1981  and  ordered  title  III  favorably  reported  by  a 
vote  of  8  to  7. 


(221) 


Part  A — Export-Import  Bank 

The  Committee  set  a  direct  loan  limit  for  $10,478,000,000  for  the 
Bank  in  fiscal  years  1982  and  1983,  with  $5,065,000,000  designated 
for  fiscal  year  1982  and  $5,413,000,000  designated  for  fiscal  year 
1983  in  Section  301.  It  is  the  Committee's  intention  that  the 
amounts  designated  as  direct  loan  limits  for  each  of  the  fiscal  years 
are  to  serve  as  actual  credit  limits  for  those  years.  The  Committee, 
however,  is  fully  aware  and  supportive  of  the  current  efforts  by  the 
Administration  to  reach  a  new  Arrangement  on  Officially-Subsi- 
dized Export  Credits,  which  more  realistically  sets  internationally 
agreed-upon  minimum  interest  rates  for  official  export  credits.  To 
that  end,  the  Committee  intends  to  allow  the  flexibility  necessary 
to  enhance  the  negotiating  position  of  our  nation's  representatives 
at  the  OECD  (Organization  for  Economic  Cooperation  and  Develop- 
ment) conference  table. 

Within  that  context,  if  the  Administration  felt  it  necessary  to 
allocate  a  portion  of  the  fiscal  year  1983  for  fiscal  year  1982  in 
order  to  demonstrate  seriousness  of  intent,  the  Committee  would 
find  such  a  strategy  acceptable  and  within  their  original  intent.  If, 
however,  direct  loan  authority  were  to  be  reallocated  from  fiscal 
year  1983  to  fiscal  year  1982  simply  for  the  purpose  of  providing 
additional  loan  authority,  such  action  would  be  contrary  to  the 
intent  of  the  Committee  and  unacceptable. 

The  Committee  voted  to  set  the  direct  loan  limits  for  the  Bank  at 
the  amount  appropriated  by  the  fiscal  year  1981  Supplemental/ 
Rescissions  Act  as  well  as  maximum  amount  recommended  by  the 
First  Concurrent  Budget  Resolution  for  fiscal  years  1982  and  1983 
because  of  its  belief  that  the  Export-Import  Bank  is  a  vital  part  of 
our  nation's  export  policy.  Particularly  at  a  time  when  the  Presi- 
dent is  attempting  to  devise  a  strategy  of  sustained,  non-inflation- 
ary growth,  it  is  essential  to  have  a  strong  and  aggressive  export 
financing  facility. 

Our  major  trade  competitors  have  recognized  that  exports  can 
lead  the  way  to  general  economic  growth.  Accordingly,  they  have 
encouraged  exports  by  promoting  investment  for  exporting  indus- 
tries. But,  in  addition,  export  credit  has  been  made  available  on 
highly  competitive — and  frequently  concessionary — terms  through 
officially-subsidized  credit  facilities. 

The  French,  for  example,  committed  $2.34  billion  to  export  credit 
subsidies  during  1980,  according  to  a  recent  study  by  the  OECD 
(Organization  for  Economic  Cooperation  and  Development).  The 
decision  to  fund  such  a  large  subsidy  was  taken  by  the  French 
Government  with  full  knowledge  of  the  costs  and  benefits  involved. 
Our  own  Congressional  Budget  Office  has  estimated  that  every  $1 
billion  in  export  sales  generates  40,000  to  50,000  jobs.  The  comple- 
ment to  that  calculation  is  that  every  50,000  unemployed  Ameri- 
cans cost  the  Treasury  $1  billion  in  lost  revenue  and  transfer 
payments. 
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While  Export-Import  Bank  financing  is  used  in  only  6  percent  of 
our  exports  (compared  to  35  percent  for  the  Japanese  and  29  per- 
cent for  the  French  official  export  credit  facilities),  it  can  be  criti- 
cal in  protecting  our  basic  comparative  advantage  and  market 
position  in  key  high  technology  industries.  Currently,  the  United 
States  is  losing  significant  numbers  of  exports  to  foreign  subsidized 
industries,  including  aerospace,  nuclear  and  conventional  power 
generators,  and  machine  tools.  Particularly  in  the  developing 
world,  which  received  33  percent  of  our  exports,  financing  has 
become  a  more  critical  factor  in  securing  a  sale  than  price,  quality, 
and  reliability  of  delivery. 

The  Committee  is  concerned,  therefore,  that  inadequate  credit 
limits  for  the  Export-Import  Bank  over  the  next  few  years  could  do 
irreparable  harm  to  the  competitiveness  of  key  U.S.  industries. 
Since  the  Eximbank's  credit  restraint  most  likely  would  not  be 
shared  by  our  trade  competitors,  a  number  of  consequences  could 
be  expected. 

In  order  to  take  advantage  of  the  foreign  export  credit  support, 
U.S.  companies  would  be  likely  to  adopt  one  or  more  of  the  follow- 
ing strategies:  (1)  a  shift  to  foreign  procurement  for  major  compo- 
nents of  large  capital  goods;  (2)  long-term,  off-shore  subcontractor 
relationships,  particularly  in  the  case  of  airframe  and  aircraft 
engine  manufacturers;  and,  (3)  a  shift  of  off-shore  facilities  for 
entire  projects,  which  many  multinational  manufacturing  and  con- 
struction companies  already  have  and  more  are  likely  to  acquire. 

What  these  likely  corporate  strategies  would  add  up  to  would  be 
a  significant  loss  of  U.S.  jobs  and  tax  revenue.  Ironically,  although 
large  corporations  are  recipients  of  the  majority  of  Eximbank  sup- 
port, it  is  the  smaller  U.S.  subcontractors  who  would  be  likely  to  be 
hurt  the  most.  Boeing,  for  example,  placed  nearly  $6  billion  in 
subcontracts  for  parts  and  equipment  to  3500  subcontractors  and 
suppliers  in  44  states  during  1979.  Approximately  $3  billion  of 
those  purchases  were  for  foreign  aircraft  sales. 

Export  credit  subsidies  are  a  burden  on  taxpayers  in  all  major 
nations.  We  should  intensify  our  efforts  to  reach  an  agreement  to 
end  this  wasteful  practice.  But  the  Committee  believes  that  we 
need  leverage  to  achieve  that  objective.  That  is  why  it  decided  not 
to  cut  the  direct  credit  authority  of  Eximbank  at  this  time,  and 
that  is  why  the  maximum  degree  of  flexibility  was  accorded  to  the 
Administration  with  regard  to  the  credit  limits  for  fiscal  years  1982 
and  1983. 

To  reduce  the  credit  limits  of  the  Bank  at  this  time  without  some 
reciprocal  jesture  of  restraint  by  our  trade  competitors  might  very 
well  be  viewed  as  a  signal  that  the  United  States  Government  is 
weakening  in  its  resolve  to  protect  its  trade  interests  against  the 
predatory  credit  practices  of  its  competitors. 

That  is  decidedly  not  the  signal  which  this  Committee  wishes  to 
send  with  regard  to  the  Export-Import  Bank.  It  is  the  intention  of 
the  Committee  that  the  Bank  receive  adequate  direct  credit  limits 
to  support  U.S.  exporters  at  levels  sufficient  to  keep  them  fully 
competitive  with  their  foreign  counterparts.  The  Committee  also 
intends  to  send  the  strongest  possible  message  in  support  of  efforts 
to  end  the  current  cutthroat  competition  in  export  credit  subsidies. 
It  is  time  for  serious  negotiations.  Hopefully,  that  message  will  be 
heard  abroad  as  well  as  at  home. 
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Part  B — Section  311  Urban  Mass  Transportation  Act 

Part  B  of  the  bill  limits  the  authorization  for  appropriations  to 
$3,950,000,000  (including  interstate  transfer  for  mass  transit  proj- 
ects and  $210  million  deferred  from  fiscal  year  1981)  for  1982.  The 
authorization  level  for  1982  assumes  a  program  identical  to  that 
proposed  by  the  President,  thus  limits  outlays  for  1982  to 
$3,952,000,000.  The  Committee  expects  to  create  authorizations  for 
the  transit  program  for  fiscal  years  1983  and  1984,  and  it  expects 
that  those  authorizations  would  be  consistent  with  the  spending 
limitations  applicable  to  the  Banking  Committee. 
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Part  C— Housing  and  Community  Development 

History  of  Part  C  of  Legislation 

The  subcommittee  on  Housing  and  Urban  Affairs  of  the  Commit- 
tee on  Banking,  Housing,  and  Urban  Affairs,  has  held  a  series  of 
hearings  on  legislation  and  issues  pertinent  to  the  Committee  ap- 
proval of  this  title.  Hearings  on  April  7,  1981  considered  the  federal 
role  in  conventional  home  finance.  The  Administration's  housing 
and  community  development  legislation  (S.  1022)  and  general 
reauthorization  issues  were  the  subject  of  hearings  on  April  21, 
1981.  On  April  22,  1981,  the  Subcommittee  held  hearings  on  assist- 
ed housing  programs.  A  hearing  was  also  held  on  deregulation  on 
April  23,  1981.  On  April  24,  1981  the  final  hearing  was  held  on  the 
topic  of  housing  block  grants. 

The  full  Committee  met  on  April  4  and  5,  1981,  and  ordered  the 
bill  favorably  reported  by  a  vote  of  8  to  7.  The  Senate  passed  this 
bill  S.  1197,  by  a  vote  of  65  to  24  on  June  3,  1981.  Nearly  all 
provisions  of  S.  1197  are  included  in  Part  C  of  this  reconciliation 
title  as  ordered  by  the  Committee  on  June  10,  1981  by  a  vote  of 
8  to  7. 

Summary  and  Highlights  of  the  Bill 

subpart  i — community  and  economic  development 
authorizations 

Subpart  I  of  the  Committee  bill  which  authorizes  community 
development  assistance,  is  derived,  to  a  great  extent,  from  propos- 
als submitted  by  the  Administration  and  is  consistent  with  the 
Committee's  objective  to  ' 'deregulate"  programs  under  our  jurisdic- 
tion where  Federal  regulatory  intrusion  has  unnecessarily  encum- 
bered the  process  of  receiving  federal  funds  without  a  concomitant 
contribution  to  program  quality. 

Subpart  I  amends  the  Community  Development  Block  Grant  and 
Urban  Development  Action  Grant  Programs.  It  also  narrows  the 
focus  of  the  Section  312  Rehabilitation  Loan  Program  and  repeals 
the  Neighborhood  Self  Help  and  "701"  Planning  Assistance  Pro- 
grams. 

Our  intent  is  to  greatly  reduce  burgeoning  administrative  hur- 
dles forced  in  the  path  of  local  governments  seeking  "entitlement" 
community  development  grants.  In  so  doing,  it  is  our  purpose  to 
lessen  significantly  this  improper  Federal  intervention  in  the  local 
decision  making  process. 

The  Community  Development  Block  Grant  program,  enacted  in 
the  Housing  and  Community  Development  Act  of  1974,  combined 
seven  categorical  programs  into  a  single  block  grant.  The  objective 
of  the  block  grant  approach  was  to  assure  communities  a  reason- 
able level  of  funding  in  a  reasonable  amount  of  time  for  their 
locally  identified  community  development  needs.  The  1974  Act,  as 
one  of  its  corollary  benefits,  made  possible  a  reduction  of  federal 
regulations  from  2,600  pages  associated  with  the  original  seven 
categorical  programs  to  52  required  for  the  first  funding  of  CDBGs. 
Application  and  receipt  of  funds  were  intended  to  be  a  simple 
process.  Either  HUD  had  to  find  that  a  grantee's  application  was 
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plainly  inappropriate,  plainly  inconsistent  or  otherwise  illegal,  or 
the  grantee  received  funding.  To  insure  prompt  consideration, 
HUD  had  no  more  than  75  days  in  which  to  make  such  determina- 
tions for  1,326  entitlement  cities  and  89  urban  counties. 

In  the  period  since  1974,  various  pressures  both  from  Congress 
and  within  HUD,  have  worked  both  to  narrow  the  focus  of  the 
program  and  to  layer  thicker  and  more  restrictive  regulations  on 
the  application  and  other  phases  of  program  administration.  The 
number  of  pages  of  regulations  now  approach  the  2,600  replaced  in 
1974.  Federal  intrusion  into  the  local  policy  making  machinery  is 
real  and  direct.  The  notion  of  entitlement  is,  at  best,  clouded  by  the 
events  of  recent  history. 

It  should  be  emphasized  that  the  Committee's  intent  is  to  cause 
procedural  simplification  rather  than  substantive  change.  With  the 
changes  we  have  incorporated  in  our  bill,  the  Act  approximates  the 
original  concept  of  providing  localities  with  great  flexibility.  The 
Committee  believes  that,  in  conjunction  with  the  simplification  and 
restructuring  of  the  block  grant  program,  it  is  desirable  to  reaffirm 
the  program's  overall  objective  contained  in  section  101(c) — the 
development  of  viable  urban  communities,  by  providing  decent 
housing  and  a  suitable  living  environment  and  expanding  economic 
opportunities,  principally  for  persons  of  low  and  moderate  income. 
As  in  existing  law,  this  objective  is  to  be  achieved  through  activi- 
ties which  carry  out  the  three  broad  national  objectives  governing 
block  grant  expenditures  and  referred  to  in  proposed  section 
104(b)(3):  activities  which  benefit  low-  and  moderate-income  fami- 
lies; aid  in  the  prevention  or  elimination  of  slums  or  blight;  or 
meet  other  particular  urgent  community  development  needs.  The 
choice  of  activities  on  which  block  grant  funds  are  expended  repre- 
sents the  grantee's  determination  as  to  which  approach  or  ap- 
proaches will  best  serve  these  primary  objectives,  subject  to  HUD's 
authority  to  determine  whether  the  activities  are  plainly  inconsist- 
ent with  the  primary  objectives  of  the  program. 

The  Committee  is  confident  that  six  years  of  experience  under 
the  community  development  program  has  given  entitlement  grant- 
ees the  experience  required  to  operate  successful  programs,  consist- 
ent with  the  provisions  of  the  Act,  in  the  absence  of  a  costly  and 
cumbersome  application  process.  We  are  further  convinced  that  the 
integrity  of  the  program  will  be  protected  by  the  present  and 
proposed  requirements  for  performance  review  as  opposed  to  appli- 
cation review.  In  recent  years,  the  Department  of  Housing  and 
Urban  Development  interpretation  of  the  Act  has  placed  too  much 
emphasis  on  application  review.  The  HUD  regional  and  area  office 
staff  has  used  the  application  process  far  too  frequently  as  a  means 
for  imposing  HUD's  views  of  acceptable  program  activity  on  local 
entities.  The  Committee's  proposal  re-emphasizes  the  post  grant 
review  and  audit  process  as  the  proper  point  in  time  to  determine 
consistency  and  appropriateness  of  local  CD  programs. 

Although  the  Committee  believes  that  the  elimination  of  the 
application  process  can  simplify  the  administration  of  the  CDBG 
program,  it  does  not  expect  that  communities  will  abandon  sound 
planning  principles.  We  believe  that  the  experience  gained  with 
the  CDBG  indicate  that  communities  will  continue  to  undertake  a 
clear  and  rational  process  of  determining  community  development 
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and  housing  needs,  of  establishing  goals  for  alleviating  those  needs, 
of  setting  priorities  among  those  goals,  and  setting  long-  and  short- 
term  objectives  for  satisfying  those  needs. 

Toward  the  same  goal  of  procedural  simplification,  the  Commit- 
tee has  eliminated  the  complex  citizen  participation  procedures  in 
current  law.  The  Committee  is  convinced  that  adequate  and  effec- 
tive citizen  participation  is  a  well  established  element  of  the  com- 
munity development  process.  We  discussed  at  some  length  whether 
or  not  to  include  detailed  citizen  procedural  requirements  in  the 
certifications  required  for  entitlement  communities.  Our  decision 
not  to  do  so  was  based  on  the  inappropriateness  of  rigid  legislative 
prescriptions,  not  on  a  lack  of  concern  about  the  importance  of 
citizen  participation.  For  this  reason,  the  proposed  amendments 
would  require  publication  of  the  proposed  activities  and  public 
hearing(s)  which  we  believe  adequate  to  assure  full  participation  by 
affected  citizens.  We  have  full  confidence,  that  the  vast  body  of 
state  and  local  laws  governing  the  local  policy  making  process  and 
the  experience  gained  by  citizen  groups  interacting  with  local 
policy  makers  on  community  development  will  sustain  this  activity. 

The  Committee's  small  cities  block  grant  provisions  give  states 
an  option  to  administer  funds  distribution  for  non-entitlement 
cities  (cities  under  50,000  population).  Under  the  Committee  plan, 
states  may  administer  the  program  if  they: 
elect  to  do  so; 

provide  a  10  percent  cash  match  for  the  funds  provided  by 
the  Federal  government; 

consult  with  local  governments  in  developing  a  distribution 

system; 

administer  the  program  with  state  funds;  and 
provide  technical  assistance  to  small  cities. 

The  Committee  plan  is  a  well  conceived  strengthening  of  Feder- 
alism because  it  avoids  charges  that  the  states  will  not  use  funds 
for  the  benefit  of  small  cities  (the  funds  cannot  be  used  for  other 
purposes),  that  the  states  will  siphon  off  funds  for  administration 
(no  federal  funds  may  be  used  for  administration),  and  that  local 
officials  will  not  be  consulted. 

In  the  event  that  a  state  does  not  choose  to  operate  a  program  or 
is  prohibited  from  doing  so  by  failure  to  meet  the  bill's  require- 
ments, then  HUD  will  operate  the  program,  using  rules  essentially 
the  same  as  for  the  entitlement  program.  This  program  is  discussed 
in  greater  detail  in  the  section-by-section  analysis. 

The  Committee  believes  these  changes  to  community  develop- 
ment programs  are  so  important  that  the  bill  prohibits  appropriat- 
ing funds  unless  the  changes  are  enacted  into  law. 

SUBPART  II — HOUSING  ASSISTANCE  PROGRAMS 

Subpart  II  of  the  bill  concerns  authorizations  for  and  improve- 
ments to  the  subsidized  housing  programs  run  by  the  Department 
of  Housing  and  Urban  Development.  In  adopting  this  Title,  the 
Committee's  principal  purposes  are  to  reduce  the  rapid  growth  of 
costs  in  subsidized  housing  and  to  better  target  the  programs  so 
that  limited  housing  funds  are  available  for  those  most  in  need. 

The  Committee  believes  that  the  growth  of  costs  for  subsidized 
housing  must  be  brought  under  control  to  make  progress  toward 
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fiscal  discipline  in  the  Federal  budget.  Unlike  most  Federal  spend- 
ing authorizations,  funds  are  committed  for  subsidized  housing  long 
in  advance.  Budget  authority  provided  today  commits  the  govern- 
ment by  contract  to  housing  subsidy  payments  for  the  next  15  to  40 
years.  Already  these  commitments  total  nearly  $240  billion.  Gov- 
ernment spending  for  housing  assistance  has  grown  from  $2.9  bil- 
lion in  fiscal  year  1977  to  over  $6.5  billion  in  fiscal  year  1981.  Even 
if  this  bill  were  not  enacted  and  no  additional  housing  subsidies 
were  authorized,  outlays  would  grow  in  the  next  five  years  to  $9.6 
billion  in  fiscal  year  1986  under  contracts  already  signed  or  com- 
mitted to  by  HUD.  Thus,  it  is  essential  to  make  rapid  progress  in 
slowing  the  escalation  of  costs  for  these  programs. 

The  bill  takes  several  significant  steps  to  slow  this  growth  in 
costs. 

First,  additional  authorizations  for  the  public  housing  and  Sec- 
tion 8  programs  are  limited  to  long  term  budget  authority  of  $17.8 
billion  for  fiscal  year  1982  and  for  fiscal  year  1983,  in  accord  with 
the  budget  reconciliation  assumptions.  This  is  a  reduction  of  $12.3 
billion  from  the  $30.1  billion  provided  by  the  96th  Congress  for 
fiscal  year  1981,  but  the  bill  will  still  provide  housing  aid  to  290,000 
more  families  beyond  those  already  helped. 

Second,  the  bill  adopts  the  Administration's  recommendations  for 
essentially  uniform  rules  under  which  tenants  will  pay  a  higher 
proportion  of  their  income  for  rent.  These  new  rules  will  increase 
administrative  efficiency  and  reduce  outlays  by  over  $1  billion  by 
fiscal  year  1986.  These  changes  are  necessary  to  meet  the  outlay 
savings  required  by  the  Senate's  reconciliation  assumptions. 

Finally,  the  bill  makes  numerous  changes  to  increase  the  effi- 
ciency of  the  subsidized  housing  programs.  The  cost  for  each  addi- 
tional housing  unit  will  be  reduced  by  eight  program  improvements 
which  are  discussed  below  under  "Cost  Reduction  in  Subsidized 
Housing." 

The  Committee's  other  principal  purpose  in  adopting  Title  II  of 
the  bill  is  to  focus  limited  housing  assistance  funds  on  those  who 
need  the  taxpayer's  help  the  most.  Currently  over  30  million  fami- 
lies are  eligible  for  housing  subsidies  but  only  3.3  million  families 
get  assistance.  Thus,  most  get  no  assistance  at  all  while  a  lucky  few 
receive  large  subsidies.  Because  funds  are  limited,  each  moderate- 
income  family  that  gets  into  the  programs  effectively  reduces  the 
odds  that  a  truly  poor  family  can  be  decently  housed. 

The  Committee  believes  it  is  a  fairer  and  more  compassionate 
policy  to  limit  eligibility  to  the  more  needy.  The  bill  reduces  the 
income  limits  to  50  percent  of  the  median  income  in  the  local  area 
from  the  current  limit  of  80  percent.  Even  this  reduced  limit  is 
substantially  over  the  poverty  level  in  most  areas.  Although  this 
lower  eligibility  limit  will  tend  to  increase  housing  program  costs, 
the  Committee  rejects  the  argument  that  for  cost  reasons  moder- 
ate-income people  should  get  housing  while  the  poor  wait  in  line.  It 
will  always  be  less  expensive  to  house  only  those  who  can  afford  to 
pay  more  of  the  rent  themselves.  The  government's  purpose  in 
lower-income  housing  programs  though  should  be  to  help  those 
who  most  need  assistance. 

The  Committee  also  believes  that  local  public  housing  agencies 
and  managers  of  apartments  subsidized  under  the  Section  8  hous- 
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ing  assistance  program  should  not  be  required  to  pursue  a  policy  of 
obtaining  tenants  with  a  mix  of  different  income  levels.  The  man- 
agers of  these  programs  should  be  free  to  house  the  neediest  house- 
holds first.  Thus,  the  bill  makes  five  changes  to  redirect  this  eco- 
nomic mix  policy  which  are  described  below. 

Finally,  title  II  of  the  bill  makes  several  improvements  to  the 
subsidized  housing  programs.  Major  points  are:  a  prohibition  on 
building  subsidized  housing  in  cities  with  rent  controls  on  newly 
constructed  apartments  or  on  units  that  become  vacant;  limitations 
on  fraud  and  abuse;  a  limitation  preventing  housing  subsidies  for 
illegal  aliens;  and  several  studies  to  increase  the  efficiency  of 
public  housing  operating  subsidies.  These  changes  are  discussed 
more  fully  below  under  *  'Miscellaneous  Improvements." 

HOUSING  AUTHORIZATIONS 

The  bill  provides  authorizations  of  $17.81  billion  budget  authori- 
ty in  fiscal  year  1982  and  fiscal  year  1983  for  the  public  housing 
program  and  the  Section  8  housing  program.  This  long-term  spend- 
ing commitment  will  subsidize  an  estimated  150,000  additional  fam- 
ilies in  fiscal  year  1982  and  another  141,000  families  in  fiscal  year 
1983.  The  table  below  indicates  the  estimated  number  of  housing 
units  of  different  types  which  could  be  supported. 


Fiscal  year— 


1980 

1981 1 

1982 

1983 

Housing  assistance  funding: 

Budget  authority  (in  millions)  

  $26,680 

$25,103 

$17,815 

$17,811 

Additional  housing  units  funded: 
New  construction: 

Public  housing  program  

Section  8  program  

  36,727 

  92,763 

33,000 
69,900 

20,570 
46,930 

19,000 
44,000 

Subtotal,  new  construction  

Existing  housing:  Section  8  program  

  129,490 

  76,402 

102,900 
107,100 

67,500 
82,500 

63,000 
78,000 

Total  units   205,892       210,000       150,000  141,000 


•Reflects  rescission  requested  by  administration. 

Each  dollar  authorized  under  these  programs  is  an  additional 
dollar  for  housing  subsidies.  Thus,  the  lower  number  of  units  in 
fiscal  year  1982  and  1983  represents  a  smaller  rate  of  growth  in 
housing  assistance  not  any  reduction  in  the  number  of  families 
assisted.  This  reduced  rate  of  growth  is  consistent  with  the  assump- 
tions underlying  the  Senate's  budget  reconciliation  instructions. 
Compared  with  continuing  to  fund  an  additional  250,000  units  each 
year  (the  level  of  fiscal  year  1981  assistance  approved  in  the  96th 
Congress),  the  bill  saves  $11.8  billion  BA  in  fiscal  year  1982,  $14 
billion  BA  in  fiscal  year  1983,  and  will  reduce  outlays  by  nearly 
$1.5  billion  by  fiscal  year  1986.  The  Committee  considers  these 
savings  essential  to  controlling  future  federal  spending  while  the 
additional  housing  subsidies  will  continue  to  improve  housing  con- 
ditions for  the  needy. 

Another  issue  concerning  funding  for  subsidized  housing  is  the 
proportion  of  the  total  units  assisted  that  will  be  in  newly  con- 
structed or  rehabilitated  apartments  as  opposed  to  in  existing  hous- 
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ing  units.  Greater  reliance  on  existing  housing  units  is  attractive 
for  budget  reasons  because  the  Section  8  existing  housing  program 
is  much  less  expensive  per  family  than  new  construction  programs. 
(In  fiscal  year  1982,  annual  direct  subsidy  commitments  of  $3,580 
per  housing  unit  will  be  required  for  Section  8  existing  housing, 
compared  to  $5,050  per  unit  for  new  public  housing  projects  or 
$6,280  per  unit  for  new  apartments  built  under  the  Section  8 
program  which  do  not  include  additional  indirect  subsidies  for  new 
construction  programs.)  In  many  communities,  however,  extremely 
low  rental  vacancy  rates  or  lack  of  large  apartments  for  families 
requires  emphasis  on  construction  of  apartments  as  the  only  practi- 
cal way  of  housing  lower-income  families. 

The  Committee  has  struck  a  balance  between  these  two  compet- 
ing realities.  First,  the  bill  incorporates  the  Administration's  pro- 
posal that,  for  budget  reasons,  existing  housing  should  be  empha- 
sized. From  the  annual  spending  authority,  no  more  than  55  per- 
cent of  the  funds  can  be  allocated  for  new  construction  with  45 
percent  of  funds  for  existing  housing.  This  fund  distribution  will 
mean  that  45  percent  of  the  units  will  be  newly  constructed  and  55 
percent  in  existing  housing.  On  the  other  hand,  the  Committee 
recognizes  that  local  communities  indicate  that  new  construction 
should  be  emphasized.  (Local  housing  assistance  plans  prepared 
under  the  community  development  program  call  for  63  percent 
new  construction  units  and  only  37  percent  existing  housing  units.) 
Thus  the  bill  has  provisions  allowing  local  flexibility  in  determin- 
ing the  best  use  of  funds. 

Under  these  local  flexibility  provisions,  HUD  is  required  to  allo- 
cate contract  and  budget  authority  according  to  Housing  Assistance 
Plans  to  the  extent  possible,  but  within  the  national  limit  of  55 
percent  of  the  funds  for  new  construction  and  45  percent  of  exist- 
ing housing.  Thus,  areas  with  a  relatively  large  proportional  need 
for  new  construction  would  be  allocated  funds  based  on  more  than 
55  percent  for  new  construction.  Other  areas  would  have  less  allo- 
cated for  new  construction.  This  is  essentially  HUD's  current  pro- 
cedure which  the  bill  codifies.  After  this  allocation  though,  the  bill 
further  requires  HUD  to  let  states  or  local  governments  adjust  the 
mix  of  new  versus  existing  units,  provided  they  stay  within  the 
budget  and  contract  authority  amounts.  For  any  budget  authority 
or  contract  authority  that  remains  after  a  community  adjusts  its 
mix,  HUD  is  required  to  reallocate  these  funds  to  other  areas  in 
the  state  in  accord  with  the  state  fair  share  provisions  in  current 
law.  Finally,  a  community  can  decide  to  use  some  of  its  allocated 
funds  for  modernization  of  public  housing  projects  thus  preserving 
the  units  it  has  rather  than  adding  more  units  to  its  inventory. 
Any  funds  used  for  modernization  would  have  to  meet  the  require- 
ments of  the  Comprehensive  Improvement  Program  and  would  be 
in  addition  to  the  $75  million  contract  authority  set  aside  for 
modernization. 

The  Committee  believes  these  local  flexibility  provisions  are  es- 
sential to  make  the  most  efficient  use  of  the  reduced  authorizations 
for  additional  housing  subsidies.  Neither  the  Administration,  the 
Committee,  nor  Congress  as  a  whole  can  determine  with  any  accu- 
racy whether  the  lower  per  unit  cost  of  existing  housing  should 
outweigh  the  evident  needs  for  additional  lower  income  housing 
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units  in  specific  localities.  The  appropriate  balance  depends  on 
local  housing  market  conditions.  Localities  and  states  can  best 
assess  those  conditions.  Under  the  Committee  bill,  HUD  will  be 
required  to  let  them  determine  the  most  appropriate  use  of  the 
funds  allocated. 

Finally,  several  other  HUD  housing  assistance  programs  are  au- 
thorized by  Subpart  II.  Operating  subsidies  are  authorized  for  $1.2 
billion  in  fiscal  year  1982  and  $1.35  billion  in  fiscal  year  1983.  For 
both  fiscal  year  1982  and  fiscal  year  1983,  $50.2  million  is  author- 
ized for  assistance  to  financially  troubled  apartment  projects  under 
the  Troubled  Projects  Assistance  Program.  Existing  authority  for 
the  Section  202  program  is  sufficient  to  support  $830  million  in 
loans  to  elderly  and  handicapped  housing  projects.  The  bill  in- 
creases the  limit  on  Treasury  borrowing  authority  under  Section 
202  by  $350  million  in  fiscal  year  1983  which  will  support  an 
additional  $830  million  in  loans  that  year.  The  bill  also  increases 
by  $2.3  billion  the  authority  for  GNMA's  to  purchase  below- 
market-interest-rate  loans  on  apartment  buildings.  Purchases  of 
middle-income  apartment  loans  under  the  so-called  "Targe tted 
Tandem"  program  are  limited  to  $942.8  million,  or  $400  million 
less  than  requested  by  the  Administration.  The  Committee  has 
decided  that  subsidies  for  middle-income  apartments  must  take  a 
lower  priority  to  achieve  necessary  budget  reductions. 

The  Committee  believes  that  the  change  to  housing  programs 
throughout  Subpart  II  are  so  important  that  the  bill  prohibits 
appropriations  from  any  of  these  authorizations  unless  these 
changes  are  enacted  into  law. 

Tenant  Rent  Contributions 

The  Committee  has  accepted  the  Administration's  recommenda- 
tions to  consolidate  and  simplify  the  rules  for  computing  tenant 
rent  contributions  and  to  increase  subsidized  housing  rents  to  30 
percent  of  net  income.  These  changes  will  improve  the  administra- 
tive efficiency  of  the  programs,  will  reduce  the  unfairness  of  simi- 
lar families  paying  different  rents  simply  because  they  are  in  dif- 
ferent HUD  programs,  and  will  achieve  budget  savings  necessary 
to  meet  reconciliation  instructions.  Even  with  the  higher  rents, 
subsidized  housing  tenants  will  pay  a  substantially  lower  percent- 
age of  their  income  for  rent  than  lower-income  unsubsidized  fami- 
lies pay  for  housing  of  generally  inferior  quality. 

The  bill  simplifies  the  current  rules  for  tenant  contributions  by: 
adopting  a  uniform  definition  of  income  and  net  income  for 
all  rental  assistance  programs; 

requiring  annual  recertification  of  all  tenants'  incomes  re- 
gardless of  the  program  through  which  they  are  assisted; 

requiring  uniform  rules  for  tenant  contributions  which,  after 
the  new  rents  are  phased  up,  will  increase  from  25  percent  to 
30  percent  of  adjusted  income;  and 

establishing  a  more  uniform  minimum  rent  schedule  thus 
replacing  the  current  systems  for  different  programs  and  dif- 
ferent types  of  households. 
These  proposals  replace  a  plethora  of  rules  and  systems  for  com- 
puting income  and  rent  which  include  2  sets  of  deductions  from 
income,  3  periods  for  income  recertification,  and  8  systems  for  rent 
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computations.  Thus  the  bill  establishes  a  basis  for  greater  equity 
and  understandability  in  the  rental  assistance  programs. 

The  bill  gives  the  HUD  Secretary  discretion  in  implementing  the 
higher  rents  to  avoid  impractical  procedures,  violations  of  existing 
leases  or  extraordinary  hardships  to  tenants.  The  new  rents  would 
take  effect  immediately  for  tenants  moving  into  subsidized  housing 
but  would  gradually  be  phased  in  over  five  years  for  current  ten- 
ants. The  Committee  bill  adds  to  the  Administration  proposal  a 
strict  requirement  that  rent  increase  due  to  the  changes  in  income 
definitions  or  rent  rules  cannot  exceed  10  percent  a  year.  This  will 
assure  that  no  individual  tenant  faces  an  extraordinary  hardship. 

Although  current  tenants  will  have  difficulty  paying  higher 
rents,  the  Committee  believes  these  changes  are  necessary  and 
equitable.  The  complexities  of  the  current  system  increase  adminis- 
trative costs  and  contribute  to  errors  in  computing  tenant  rents. 
The  different  rent  rules  and  deductions  from  income  create  many 
unfair  situations  in  which  similar  families  pay  different  rents 
merely  because  they  are  in  different  programs.  In  some  cases  the 
current  rules  create  the  unintended  effect  of  rents  that  are  a  larger 
proportion  of  the  poorest  families'  incomes  than  for  better-off  ten- 
ants. During  the  past  decade  of  rapid  inflation,  rents  for  non- 
subsidized  tenants  have  risen  as  a  percentage  of  income  and  will 
most  likely  continue  to  rise;  for  subsidized  renters  rents  have  re- 
mained fixed  at  25  percent  of  net  income.  Over  the  five  year  phase- 
in  period,  rent  increases  will  average  only  $3.67  per  month  each 
year  for  Section  8  tenants  or  $4.38  for  public  housing  tenants. 
Furthermore,  rent  increases  will  be  smaller  for  the  poorest  tenants 
(about  10  percent  increase  in  total  over  5  years  for  those  below  20 
percent  of  median  income)  than  for  better-off  tenants  (about  24 
percent  increase  for  those  at  31  to  50  percent  of  median  income). 

Tenants  moving  into  subsidized  housing  will  still  be  helped  great- 
ly by  the  programs  even  though  the  30  percent  of  net  income  rent 
rule  becomes  effective  immediately.  In  the  private  market  the  poor- 
est families  with  incomes  less  than  30  percent  of  median  income 
pay  67.4  percent  of  income  for  rent  and  those  families  at  31  to  50 
percent  of  median  income  pay  37.4  percent.  The  rent  rule  in  this 
bill  will  reduce  the  inequity  of  providing  very  large  subsidies  to 
very  few  of  the  eligible  households  while  the  rest  receive  no  subsi- 
dy at  all. 

Higher  rents  are  also  necessary  to  achieve  cost  savings.  In  total, 
outlays  for  subsidized  housing  will  be  reduced  by  $3.3  billion  from 
fiscal  year  1982  through  fiscal  year  1986.  The  annual  savings  will 
be  nearly  $1.4  billion  in  fiscal  year  1986  and  will  continue  to  grow 
thereafter.  These  savings  reduce  the  possibility  that  the  long-term 
budget  authority  committed  to  housing  projects  will  prove  to  be 
inadequate  and  thus  require  future  Congress'  to  "bail-out"  a  finan- 
cially unsound  program. 

Cost  Reduction  in  Subsidized  Housing 

The  bill  contains  eight  improvements  to  reduce  the  cost  for  addi- 
tional housing  units.  These  cost  reductions  will  stretch  available 
funds  farther  to  house  more  of  the  poor.  In  summary,  these  im- 
provements are: 
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1.  The  HUD  Secretary  is  required  to  assure  that  Section  8  new 
construction  projects  are  modest  in  design  and  to  reduce  unneces- 
sary amenities; 

2.  Annual  adjustments  in  total  rent  in  Section  8  new  construc- 
tion projects  are  limited  to  the  changes  in  operating  costs  for 
comparable  projects  in  the  area.  Currently,  a  Section  8  developer 
also  gets  increases  for  the  portion  of  rent  covering  mortgage  costs 
which  are  fixed  costs; 

3.  Section  8  subsidies  will  be  paid  for  only  30  days  on  vacant 
units.  Current  law  rewards  developers  for  poor  management  by 
paying  full  rent  on  vacant  units  for  60  days  and  then  also  covering 
the  mortgage  payment  for  an  additional  ten  months; 

4.  In  awarding  Section  8  new  construction  contracts,  HUD  is 
required  to  give  one-third  weight  to  cost  considerations  rather  than 
only  5  percent  as  in  current  regulations; 

5.  Priority  can  be  given  for  Section  8  projects  that  will  be  built 
on  suitable  sites  provided  by  the  State  or  local  government.  Then 
developers  bid  against  each  other  for  the  lowest  cost  project  design 
and  construction; 

6.  Apartments  in  new  construction  projects  are  limited  in  size  to 
110  percent  of  the  floor  area  required  under  HUD's  minimum 
property  standards  or  under  local  housing  codes  in  order  to  avoid 
costly  housing  that  is  more  than  adequate; 

7.  As  a  national  goal,  25  percent  of  new  housing  units  for  the 
elderly  should  be  efficiency  units  which  are  less  costly  than  one- 
bedroom  apartments;  and 

8.  Single  room  occupancy  housing  units  are  made  eligible  for 
housing  assistance.  These  are  units  without  individual  kitchen  or 
bath  facilities  that  can  provide  low  rent  housing  for  single  people 
which  still  meets  local  codes  requirements. 

Redirection  of  Economic  Mix  Policy 

The  bill  changes  several  provisions  of  current  programs  that  are 
designed  to  achieve  an  economic  mix  of  tenants  with  a  broad  range 
of  incomes.  This  economic  mix  policy  has  the  ill  effect  of  giving 
moderate  income  families  priority  for  housing  subsidies  while  truly 
poor  families  remain  on  waiting  lists.  The  Committee  believes  the 
programs  should  focus  on  assisting  the  neediest  families.  The  bill 
redirects  this  economic  mix  policy  by: 

1.  Repealing  Section  8  regulations  which  require  project  manag- 
ers to  use  their  best  efforts  to  get  a  broad  range  of  tenant  incomes 
with  an  average  income  in  the  project  of  at  least  40  percent  of 
median  income; 

2.  Modifying  the  purposes  of  the  Section  8  program  to  allow 
promotion  of  economically  mixed  housing  only  where  that  is  con- 
sistent with  aiding  lower-income  families; 

3.  Requiring  that  Section  8  units  are  rented  to  families  eligible 
under  the  program.  When  the  government  invests  processing  time 
and  resources  through  indirect  subsidies  under  GNMA  and  tax- 
exempt  financing  to  produce  lower-income  housing,  this  will  insure 
that  lower-income  people  are  housed; 

4.  Removing  priority  for  large  projects  which  only  have  20  per- 
cent or  less  of  the  units  in  the  Section  8  program  if  the  projects 
will  also  receive  GNMA  Tandem  assistance  or  tax-exempt  financ- 
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ing.  Hence  middle-income  apartments  will  not  indirectly  get  a 
preference  for  GNMA  or  tax  exemption;  and 

5.  Removing  a  requirement  that  local  housing  authorities  must 
select  public  housing  tenants  with  a  broad  range  of  incomes,  thus 
local  officials  may  choose  to  help  the  neediest  families  first. 

Miscellaneous  Improvements 

The  Committee  has  also  made  numerous  improvements  to  hous- 
ing assistance  programs  and  directed  HUD  to  study  several  issues 
which  can  lead  to  further  improvements  in  the  future.  Among 
these  provisions  are  the  following: 

1.  After  enactment  of  the  bill,  housing  projects  under  the  Section 
8  program  cannot  be  built  in  states  or  cities  with  rent  controls  on 
any  newly  constructed  apartments  or  on  existing  apartment  units 
that  become  vacant.  The  Committee  believes  that  rent  controls 
have  counterproductive  consequences  that  reduce  housing  opportu- 
nities by  discouraging  new  apartment  construction  and  increasing 
the  likelihood  of  under-maintenance  or  abandonment  of  existing 
units.  With  extremely  limited  funds  for  new  Section  8  units,  the 
bill  will  target  them  to  areas  that  are  receptive  to  expanding  their 
housing  supply. 

2.  The  potential  for  fraud  and  abuse  in  the  Section  8  program 
will  be  reduced  by  prohibiting  government  officials  from  profitting 
from  new  construction  projects  and  by  giving  local  housing  agen- 
cies an  incentive  to  pursue  in  the  courts  cases  of  fraud  or  abuse  in 
the  Section  8  program. 

3.  Illegal  aliens  will  be  prohibited  from  receiving  housing  assist- 
ance just  as  they  are  now  prohibited  from  being  assisted  under 
most  Federal  welfare  and  medical  assistance  programs. 

4.  HUD  is  required  to  make  recommendations  for  a  new  system 
for  funding  public  housing  operating  subsidies  that  will  create 
incentives  for  good  management,  full  rent  collection  and  improved 
maintenance  of  public  housing  projects. 

5.  HUD  is  required  to  survey  owners  of  Section  8  new  construc- 
tion projects  with  contracts  renewable  every  five  years  of  their 
intent  to  continue  to  provide  low  income  housing  under  the  pro- 
gram. If  a  unit  is  not  retained  in  the  Section  8  program,  then  HUD 
must  notify  affected  tenants  six  months  before  contract  expiration. 
The  Committee  is  concerned  that  Section  8  unit  owners  may  choose 
not  to  renew  their  contracts,  and  will  either  increase  rents  or  take 
other  action  that  would  remove  the  unit  from  serving  low  income 
families. 

6.  As  previously  mentioned  in  this  report,  the  bill  makes  numer- 
ous other  changes  to  improve  operation  and  management  of  the 
Section  8  program,  including:  restricting  HUD  from  committing 
more  than  30  percent  assisted  housing  funds  in  the  last  quarter  of 
the  fiscal  year,  as  has  been  done  in  the  past;  limiting  use  of  the 
Secretary's  discretionary  fund  to  10  percent  of  funds  for  assisted 
housing  and  for  particular  types  of  projects  which  helps  remove 
possible  political  influence  in  the  awarding  of  these  funds,  as  has 
occurred  in  the  past;  requiring  HUD  to  consider  as  income  those 
assets  divested  by  individuals  in  an  effort  to  meet  income  qualifica- 
tions for  housing  programs;  requiring  HUD  to  base  tenant  income 
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calculations  on  the  income  actually  earned  and  documented,  rather 
than  estimating  potential  future  income. 

Subparts  III,  IV,  and  V 

Subpart  III  of  the  bill  adjusts  upwards,  limits  on  loans  made  for 
home  improvements,  reauthorizes  HUD  research  and  demonstra- 
tion activities  for  two  years  at  a  level  of  $35  million  per  year,  calls 
for  a  number  of  studies  and  demonstrations,  requires  publication  of 
the  amended  basic  HUD  laws  and  authorities  by  HUD  within  90 
days  of  enactment  of  this  bill,  and  restructures  the  National  Con- 
sumer Co-op  Bank  as  a  shell  with  its  authority  limited  to  receiving 
existing  loan  repayments  and  selling  its  stock. 

In  reviewing  the  FHA  insurance  authorities,  the  Committee  is 
concerned  that  the  Section  223(f)  program  should  be  a  workable 
program  for  insuring  multifamily  properties  in  need  of  refinancing 
and  rehabilitation.  Such  a  procedure  would  have  HUD  process 
Section  223(f)  multifamily  loans  according  to  Section  221  regula- 
tions rather  than  the  Section  207  regulations  presently  used.  The 
effect  of  this  would  be  to  make  the  223(f)  program  more  attractive 
to  apartment  owners,  who  would  have  an  opportunity  to  improve 
their  investments  through  refinancing.  This  would  be  a  viable  al- 
ternative to  condominium  conversion,  and  may  lead  to  a  relaxation 
of  the  tight  market  in  rental  housing. 

Under  Section  207  regulations,  maximum  mortgages  generally 
are  only  85  percent  of  value  (70  percent  if  the  developer  removes 
equity).  Section  221  regulations  would  allow  mortgages  to  equal  90 
percent  of  "as  is"  value  of  the  property  plus  the  cost  of  repairs  and 
rehabilitation.  Also,  use  of  221  regulations  would  allow  payments 
by  FHA  of  any  insurance  claims  to  be  made  in  cash  rather  than 
government  debentures. 

The  Committee  believes  that  apartment  owners  will  be  encour- 
aged to  maintain  apartments  as  rental  units  if  they  have  the 
opportunity  to  improve  their  investments  through  refinance.  Also, 
improved  availability  of  financing  will  expand  the  market  for 
buyers  who  desire  rental  units  as  an  investment.  Finally,  financial 
institutions  now  holding  low  yielding  apartment  loans  could  be 
provided  a  more  viable  and  active  apartment  refinance  program  at 
market  rates. 

Subpart  IV  of  the  bill  adopts  in  total  an  Administration  proposal 
to  create  a  uniform  procedure  to  foreclose  HUD  assisted  multifam- 
ily properties  in  default  on  mortgage  contracts.  By  pre-empting  a 
variety  of  State  laws,  HUD  will  speed  up  the  process  by  which  it 
takes  possession  of  foreclosed  properties.  This  not  only  will  expe- 
dite sale  of  such  properties  but  will  assist  HUD  in  preserving  the 
physical  condition  and  living  environment  of  the  properties  while 
they  are  in  foreclosure  proceedings.  The  Committee  received  no 
opposition  to  this  proposal. 

Subpart  V  of  the  bill  provides  one  year  reauthorization  of  rural 
housing  programs  at  the  funding  levels  requested  by  the  President. 
In  addition,  two  minor  substantive  changes  were  adopted:  elimina- 
tion of  subsidies  on  moderate  income  homeownership  and  granting 
of  discretion  to  the  Secretary  of  USDA  to  define  income  eligibility 
limits.  It  should  be  noted  that  at  least  five  years  have  elapsed  since 
this  Committee  last  reviewed  the  objectives  and  operations  of  the 
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FmHA's  rural  housing  programs.  The  Rural  Housing  Subcommit- 
tee intends  to  undertake  this  review  including  examining  the  rural 
housing  programs  in  relationship  to  all  other  federally  assisted 
housing  programs.  To  this  end,  the  bill  requires  an  extensive  study 
and  submission  of  data  by  the  Secretary  of  Agriculture. 

Section-by-Section  Summary  of  the  Bill 

subpart  i — community  and  economic  development 
authorizations 

Detailed  Discussion  of  Title  I  Provisions 

Section  321-1  of  the  bill  amends  Section  103  of  the  Housing  and 
Community  Development  Act  of  1974  to  set  the  funding  authoriza- 
tion for  Title  I  of  the  Act  at  $4,166  billion  for  fiscal  year  1982  and 
for  1983. 

In  summary,  the  Committee  bill  like  the  Administration's  bill 
presents  a  community  development  proposal  which  retains  the 
thrust  and  purposes  of  the  1974  Act  but  eliminates  the  application, 
application  review  and  citizen  participation  requirements  of  the 
current  law.  In  all  other  major  respects  the  bill  retains  current  law 
or  its  intent. 

The  Committee  also  creates  a  new  small  cities  community  devel- 
opment program  which  may  be  administered  by  state  governments. 
The  Committee  has  concluded  that  community  development  proj- 
ects undertaken  by  small  cities  would  be  enhanced  by  involvement 
of  state  governments  which,  through  demonstrated  capacity  and 
commitment  of  resources,  have  become  significant  players  in  the 
community  development  arena. 

Testimony  has  been  received  which  suggests  that  a  number  of 
states  have  made  substantial  progress  in  developing  strategic  and 
developmental  planning  capacity,  have  created  community  affairs 
agencies,  are  providing  technical  assistance  to  localities,  are  heav- 
ily involved  in  meeting  their  states  low-  and  moderate-income  hous- 
ing needs  and  generally  are  oriented  toward  support  of  their  urban 
areas. 

The  revised  Urban  Development  Action  Grant  Program  is  au- 
thorized in  fiscal  year  1982  and  1983.  A  study  by  the  Secretary  of 
the  UDAG  program's  effectiveness  is  underway  and  the  results  of 
his  study  will  be  given  careful  consideration  by  this  Committee  as 
future  proposals  concerning  community  and  economic  development 
activities  evolve.  However,  the  Committee  saw  fit  to  authorize  the 
program  for  two  years  in  concert  with  the  overall  two  year  authori- 
zations in  the  bill  and  UDAG's  overwhelming  popularity  among 
cities  and  economic  developers. 

Section  321-1:  Authorizations 

Section  321-1  also  eliminates  the  third  sentence  of  section 
103(a)(1)  and  all  of  sections  103(a)(2),  (b)  and  (c).  The  third  sentence 
of  section  103(a)(1)  provides  that  any  amount  authorized  in  a  fiscal 
year  but  not  appropriated  in  that  year  may  be  appropriated  in  any 
succeeding  fiscal  year.  Elimination  of  this  provision  reduces  confu- 
sion concerning  the  availability  of  authorizations  upon  which  to 
base  annual  appropriation  requests. 
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Section  321-2:  Statement  of  activities  and  review 

Section  321-2  amends  Section  104  of  the  1974  Act  to  revise 
substantially  the  process  by  which  grants  are  awarded  and  to 
simplify  current  administrative  requirements. 

For  cities  and  urban  counties  receiving  entitlement  grants,  the 
complex  application  required  under  current  law  is  replaced  by  a 
statement  of  community  development  objectives  and  a  description 
for  the  projected  use  of  funds.  The  statement  of  projected  use  of 
funds  consists  of  proposed  community  development  objectives. 
Under  revised  section  104(a),  the  locality  is  required  to  furnish 
information  to  citizens  concerning  the  amount  of  funds  available 
for  proposed  community  development  and  housing  activities,  pub- 
lish a  draft  statement  for  public  comment,  and  hold  one  or  more 
public  hearings  to  obtain  the  views  of  citizens  on  community  devel- 
opment and  housing  needs.  After  considering  public  comments,  a 
final  statement  is  made  available  to  the  public  and  submitted  to 
HUD  along  with  a  number  of  certifications  described  below. 

For  states  allocated  funds  to  be  distributed  to  nonentitled  com- 
munities under  the  revised  ' 'Small  Cities"  program  proposed  in  this 
bill,  the  new  Section  104(a)  also  provides  for  a  statement  of  commu- 
nity development  objectives  and  a  statement  of  projected  use  of 
funds.  The  statement  of  projected  use  of  funds  for  states  consists  of 
the  system  by  which  the  state  will  distribute  funds  to  units  of 
general  local  government.  The  same  publication  and  public  com- 
ment process  also  applies  to  states.  The  state's  submission  must 
also  include  the  certifications  required  from  entitled  cities  and 
counties. 

Section  321-2(b)  revises  section  104(b)  and  contains  the  certifica- 
tions which  must  accompany  the  statements.  The  first  certification 
concerns  compliance  with  the  publication  requirements  of  subsec- 
tion (a).  The  second  provides  that  the  grant  will  be  conducted  and 
administered  in  conformance  with  the  Civil  Rights  Acts  of  1964 
and  1968  (Public  Law  88-352  and  Public  Law  90-284).  The  third 
restates  the  maximum  feasible  priority  requirement  in  existing  law 
(section  104(b)(2)  of  the  1974  Act).  The  fourth  provides  that  the 
recipient  will  comply  with  other  provisions  of  Title  I  and  other 
applicable  laws. 

The  bill  also  requires  that  entitlement  communities  certify  that 
they  are  following  a  HUD-approved  housing  assistance  plan  (HAP) 
in  order  to  receive  their  grants.  The  content  of  the  plan  is  the  same 
as  under  existing  law.  The  submission  and  approval  of  the  plan  is 
based  on  requirements  established  by  the  Secretary.  This  main- 
tains the  status  quo  pending  completion  of  the  Administration's 
reexamination  of  the  future  of  federally  assisted  housing. 

Subsection  (c)  revises  section  104(d)  of  the  current  Act  with 
minor  modifications.  This  subsection  continues  the  requirement 
that  grantees  submit  a  performance  report,  and  requires  States  to 
submit  one  as  well.  The  Secretary  is  required  to  undertake  annual 
reviews  of  the  performance  of  the  states  and  entitled  cities  and 
counties. 

For  entitlement  communities,  the  Secretary's  review  is  conducted 
to  determine  whether  the  grantee  has  carried  out  its  activities  and 
its  housing  assistance  plan  in  a  timely  manner  and  consistent  with 
the  three  broad  objectives  of  the  Act  cited  in  Section  104(b)(3), 
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whether  it  has  carried  out  those  activities  and  its  certifications  in 
compliance  with  the  requirements  of  Title  I  and  other  applicable 
laws,  and  whether  it  has  a  continuing  capacity  to  carry  out  those 
activities. 

The  Secretary's  review  of  states  which  elect  to  distribute  funds 
determines  whether  the  funds  had  been  distributed  to  localities  in 
a  timely  manner  and  in  conformance  with  the  system  described  in 
its  initial  statement.  In  addition,  HUD  determines  whether  the 
state  had  carried  out  its  certifications  in  compliance  with  Title  I 
and  other  applicable  laws  and  had  conducted  appropriate  reviews 
of  units  of  general  local  government  receiving  assistance  from  the 
state. 

Subsection  (c)  also  provides  that  funds  allocated  to  communities 
as  block  grants  but  not  used  will  be  recaptured  by  the  state  for 
reallocation  in  the  succeeding  fiscal  year. 

The  Secretary  is  authorized,  where  reviews  determine  that  per- 
formance did  not  conform  to  the  requirements,  to  make  appropri- 
ate adjustments  in  future  grants  or  state  allocation  amounts.  With 
respect  to  assistance  made  available  to  units  of  general  local  gov- 
ernment under  section  106(d),  the  Secretary  is  authorized  to  adjust, 
reduce,  or  withdraw  such  assistance,  or  take  other  action  as  appro- 
priate in  accordance  with  the  Secretary's  reviews  and  audits.  The 
Secretary  is  also  authorized  to  provide  such  assistance  directly  to 
the  units  of  general  local  government  in  the  event  that  the  Secre- 
tary found  the  state's  action  to  be  unsatisfactory  with  respect  to 
allocating  and  administering  funds.  However,  funds  already  ex- 
pended on  eligible  activities  under  Title  I  would  not  be  recaptured 
or  deducted  from  future  assistance  to  such  unit  of  general  local 
government. 

In  order  to  achieve  consistency  with  the  significantly  reduced 
submission  requirements,  subsection  (d)  of  the  bill  deletes  current 
requirements  for  prior  review  of  submissions  both  by  HUD  and  by 
state  and  areawide  planning  organizations. 

Subsection  (e)  of  the  bill  makes  several  changes  to  the  NEPA 
assumption  authority  contained  in  present  section  104(h)  to  accom- 
modate the  proposed  optional  state  administration  of  the  Small 
Cities  Program.  States  are  authorized  to  approve  releases  of  funds 
to  units  of  general  local  government  receiving  assistance  through 
the  state  and  making  certifications  that  such  units  have  satisfied 
the  requirements  of  the  environmental  review  provisions  of  Title  I. 
The  state's  approval  of  any  such  certification  is  deemed  to  carry 
out  the  Secretary's  responsibilities  under  NEPA  and  related  laws 
insofar  as  those  responsibilities  apply  to  releases  of  funds  for  proj- 
ects covered  by  the  certification.  Where  HUD  had  responsibility  for 
this  before,  the  states  which  elect  to  participate  assume  the  respon- 
sibility. 

Finally,  subsection  (f)  of  the  bill  simplifies  the  requirements  gov- 
erning the  use  of  lump  sum  grant  payments  to  establish  a  revolv- 
ing loan  fund  with  a  private  financial  institution  in  order  to  fi- 
nance rehabilitation  activities. 

Section  321-3:  Eligible  activities 

Section  321-3  amends  section  105(a)  of  the  Housing  and  Commu- 
nity Development  Act  of  1974  to  make  several  changes  in  the 


79-757  0  -  81  -  1G 


240 


eligible  activities  under  the  Gommunity  Development  Block  Grant 
Program. 

Subsection  (a)(1)  amends  section  105(a)(8)  of  the  Act  to  remove  all 
but  one  of  the  current  restrictions  on  the  use  of  block  grant  funds 
for  public  service  activities.  The  numerous  restrictions  contained  in 
the  current  statute  have  made  this  eligible  activity  extremely  diffi- 
cult for  both  localities  and  HUD  to  administer. 

The  only  restriction  which  is  retained  is  the  requirement  that 
block  grant  funds  may  not  be  used  for  public  service  activities  to 
substitute  for  locally  provided  funding  for  those  services.  The  block 
grant  funds  may  be  used  only  for  a  new  service  or  as  a  supplement 
to  the  level  of  service  provided  by  local  funds  within  the  previous 
twelve-month  period. 

In  order  to  insure  that  the  block  grant  program  remains  essen- 
tially a  physical  development  program,  subsection  (a)(1)  also  con- 
tains a  proviso  which  limits  to  ten  percent  the  amount  of  any  grant 
that  could  be  used  for  public  service  activities.  Based  on  fiscal  year 
1979  data,  about  fourteen  percent  of  all  entitlement  grantees  allo- 
cated more  than  ten  percent  of  their  funds  for  public  services  and, 
of  that  fourteen  percent,  more  than  half  allocated  less  than  fifteen 
percent  for  that  purpose.  Moreover,  about  fifty  percent  of  all  enti- 
tlement grantees  allocated  no  funds  for  public  service  activities. 
Therefore,  it  is  unlikely  that  this  proposed  limitation  would  cause 
undue  hardship  to  localities. 

However,  to  insure  that  there  is  no  serious  disruption  to  existing 
programs  in  communities  which  in  fiscal  year  1981  allocated  more 
than  ten  percent  for  public  services,  subsection  (b)  of  the  bill  per- 
mits the  Secretary  to  waive  the  limitation  for  the  next  three  years 
to  allow  those  localities  to  phase  down  their  public  services  alloca- 
tions to  the  ten  percent  limit. 

Section  321-3(a)(4)  amends  section  105(a)  of  the  Act  to  add  a  new 
activity  to  the  block  grant  eligible  activities  list.  Proposed  para- 
graph (17)  permits  localities  to  use  CDBG  funds  for  necessary  or 
appropriate  assistance  to  private  businesses  in  support  of  economic 
development  projects.  This  proposed  amendment  carries  out  the 
Administration's  commitment  to  make  the  block  grant  program  a 
more  flexible  resource  for  local  commercial  and  industrial  econom- 
ic development  projects.  Assistance  includes  but  is  not  limited  to, 
grants,  loans,  loan  guarantees,  interest  supplements,  technical  as- 
sistance and  other  forms  of  support  to  be  used  for  such  purposes  as 
improvements  to  and  acquisition  of  land,  structures,  and  fixtures, 
or  for  working  capital  or  operating  funds. 

Under  current  provisions  contained  in  section  105(a)  (14)  and  (15) 
of  the  Act,  the  authority  to  use  block  grant  funds  for  economic 
development  either  is  limited  to  defined  activities  or  requires  the 
use  of  a  specifically  defined  entity  as  a  conduit.  This  amendment 
overcomes  these  limitations. 

Section  321-4:  Allocation  and  distribution  of  funds 

Section  321-4  amends  section  106  of  the  1974  Act  to  revise  sub- 
stantially the  way  CDBG  funds  are  allocated  and  distributed. 
Under  existing  law,  appropriations  which  remain  after  deducting 
amounts  for  the  MSA  discretionary  set-aside  and  the  Secretary's 
Discretionary  Fund  are  divided  80  percent  for  MSA's  and  20  per- 
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cent  for  non-MSA's.  The  MSA  balance  is  used  to  fund  entitlement 
communities  (metropolitan  cities  and  urban  counties).  The  20  per- 
cent non-MSA  balance  is  administered  by  HUD  directly  for  cities 
under  50,000  population  in  non-metropolitan  areas.  These  funds  are 
first  allocated  by  state  areas,  then  competed  for  by  small  cities 
within  individual  states. 

Under  proposed  Sections  106  (a)  and  (d),  amounts  remaining  after 
funding  the  Secretary's  Discretionary  Fund  are  allocated  70  per- 
cent to  metropolitan  cities  and  urban  counties  and  30  percent  for 
small  cities,  to  be  administered  by  HUD  or  the  states.  The  70/30 
allocation  results  in  a  funding  shift  of  approximately  five  percent 
between  entitlement  and  nonentitlement  communities,  compared 
with  that  provided  under  the  80/20  split  between  MSA's  and  non- 
MSA's.  The  increased  amount  for  nonentitled  areas  is  more  in 
keeping  with  their  relative  needs.  The  other  five  percent  results 
from  the  inclusion  of  all  small  cities  into  a  single  program,  wheth- 
er or  not  they  are  located  in  metropolitan  areas. 

The  funding  mechanism  for  the  entitlement  program  remains 
essentially  unchanged.  Metropolitan  cities  and  urban  counties  con- 
tinue to  receive  entitlement  grants  from  HUD,  and  basic  grant 
amount  are  calculated  using  the  existing  dual  formula  (proposed 
Section  106(a)).  The  only  substantive  change  involves  the  realloca- 
tion of  amounts  which  are  not  received  by  a  city  or  county  in  a 
fiscal  year  or  which  become  available  as  a  result  of  adjustment  in 
grant  amounts  following  reviews  and  audits.  Existing  law  provides 
the  Secretary  with  considerable  discretion  in  deciding  which  com- 
munities may  receive  grants  from  reallocated  funds.  The  revision 
reallocates  these  funds  in  the  succeeding  fiscal  year  according  to 
the  dual  formula  (proposed  Section  106(c)).  This  change  is  designed 
to  assure  fairness  to  the  grantees  involved  and  is  consistent  with 
the  objective  of  curtailing  HUD's  role  as  approver  and  reviewer  of 
grant  applications. 

Significant  changes  are  made  for  the  funding  of  discretionary 
block  grantees  under  the  so-called  Small  Cities  Programs.  Responsi- 
bility for  administering  the  program  is  optional  for  the  states,  and 
remains  with  HUD  if  the  state  chooses  not  to  participate  or  does 
not  meet  eligibility  requirements  (proposed  Section  106(d)(2)).  Each 
state  is  eligible  to  receive  an  annual  allocation  from  the  30  percent 
set-aside  for  states,  on  the  basis  of  the  existing  dual  formula  modi- 
fied to  include  the  demography  of  all  non-entitlement  areas  in  the 
state,  whether  located  in  MSA's  or  not  (proposed  Section  106(d)). 

Under  the  provisions  of  revised  Section  106(d),  a  state  is  required 
to  "buy-in"  to  the  Small  Cities  Program,  a  concept  developed  by 
the  Advisory  Commission  on  Intergovernmental  Relations  in  its 
1977  study,  "Community  Development:  The  Workings  of  a  Federal- 
Local  Block  Grant."  The  Committee  adopted  this  approach  to  en- 
courage those  states  which  have  already  demonstrated  an  interest 
in  local  community  development  and  to  discourage  those  whose 
only  attraction  is  the  availability  of  Federal  funds  for  building 
their  own  infrastructure.  Under  this  plan,  states  have  to  elect  to 
administer  the  Small  Cities  Program  and  have  to  meet  several 
special  requirements  to  do  so  in  addition  to  the  plan  description/ 
certification  requirements  described  elsewhere. 
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First,  a  state  has  to  support  the  administration  of  the  program 
out  of  its  own  resources.  No  federal  funds  can  be  deducted  for 
administrative  purposes  including  the  performance  review  and 
audit  responsibilities  transferred  from  the  Secretary. 

Second,  the  state  has  to  put  up  one  dollar  of  cash  for  every  ten 
received  from  the  federal  government.  This  "hard  match"  can  take 
the  form  of  capital  or  operating  funds  but  has  to  be  spent  in  non- 
entitlement  cities  in  the  same  year  that  the  federal  funds  are 
obligated. 

The  10  percent  of  funds  state  cash  match  requirement  is  met  by 
state  operating  appropriations  or  through  state  general  obligation 
or  revenue  bonds  which  are  spent  in  any  non-entitlement  city. 
Funds  must  be  provided  for  direct  state  expenditures,  grants,  loans, 
interest  subsidies,  loan  guarantees  and  other  assistance  or  by  the 
contribution  of  state  fixed  and  moving  capital.  Examples  of  such 
expenditures,  which  occur  within  non-entitlement  cities  include: 

Housing,  including  but  not  limited  to  new  construction,  rehabili- 
tation, weatherization,  operating  assistance  to  housing  for  low-  and 
moderate-income  households,  rent  or  ownership  assistance  or  subsi- 
dies, land  and  the  improvement,  repair  and  development  of  infra- 
structure necessary  to  provide  or  maintain  housing  for  low-  and 
moderate-income  households. 

Community  Development,  including  but  not  limited  to  community 
facilities,  streets  and  highways,  sidewalks,  sewer  treatment  plants 
and  lines,  water  treatment  plants  and  lines,  storm  drainage,  recre- 
ation and  park  facilities,  open  space,  transit  facilities  and  other 
public  facilities  used  for  or  in  conjunction  with  the  improvement  of 
distressed  areas  or  of  benefit  to  low-  and  moderate-income  house- 
holds. 

Eligible  activities  identified  in  the  Housing  and  Community  De- 
velopment Act  of  1974  as  amended,  including  relocation,  planning, 
administration  and  technical  assistance  for  such  purposes. 

The  state  match  need  not  correlate  directly  with  the  use  of 
Federal  funds  by  small  city  grantees.  The  funds  may  supplement 
the  Federal  funds  directly  or  may  merely  be  expenditures  by  the 
state  for  community  development  activities  in  the  nonentitlement 
cities  equivalent  to  10  percent  of  the  Federal  Funds. 

Third,  states  are  required  to  engage  in  strategic  or  physical 
development  planning  for  community  development  purposes. 

Fourth,  states  will  provide  technical  assistance  to  grantees  which 
require  assistance  in  utilizing  CDBG  funds.  Such  assistance  could 
take  a  variety  of  forms  and  need  not  be  administered  directly  by  a 
state  agency.  The  state  could,  for  example,  utilize  state  university 
run  municipal  technical  assistance  services  such  as  those  operated 
in  Maryland  and  Tennessee.  Or  it  could  contract  with  state  associ- 
ations of  municipalities  or  other  organizations  which  have  demon- 
strated expertise  in  providing  such  services.  Moreover,  states  could 
apply  to  the  Secretary  to  fund  provision  of  technical  assistance  to 
small  cities  from  the  discretionary  funds  available  to  the  Secretary. 
It  should  be  noted,  however,  that  the  Committee  places  a  higher 
priority  on  use  of  the  Secretary's  discretionary  fund  to  build  capac- 
ity in  the  states  themselves  through  such  devices  as  training  pro- 
grams for  state  employees,  organization  studies  which  lead  to  the 
development  of  a  state  community  development  capacity.  In  no 
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case,  however,  will  the  Committee  view  use  of  discretionary  funds 
for  technical  assistance  to  states  as  a  source  of  funding  for  actual 
state  administration  of  its  nonentitlement  responsibilities. 

Finally,  states  are  required  to  consult  with  local  elected  officials 
from  nonentitlement  areas  in  devising  a  procedure  for  distributing 
funds  to  small  cities.  It  is  important  to  emphasize  that  all  federal 
funds  received  under  this  program  will  have  to  be  distributed  to 
nonentitlement  cities.  Nothing  in  the  proposed  bill  requires  some 
particular  method  or  procedure  for  distributing  funds.  Nor  does  the 
bill  require  that  all  nonentitlement  cities  receive  funds.  These 
matters  would  be  left  to  the  discretion  of  the  states.  However,  the 
intent  of  the  consultation  provision  is  to  require  that  states  seek 
out,  on  a  good-faith  basis,  the  intended  recipients  for  real  involve- 
ment in  devising  a  procedure.  Consultation  can  take  any  form 
including  working  through  state  municipal  associations  developing 
the  ultimate  state  plan.  It  is  important  to  note  that  local  officials 
are  not  given  veto  power  over  any  state  proposal.  But  it  behooves 
the  state,  for  the  sake  of  equity,  to  involve  local  officials  to  the 
extent  necessary  to  assure  a  logical,  appropriate  and  equitable 
process  for  using  the  federal  funds.  States  are  free  to  develop 
whatever  purposes  and  procedures  for  distributing  funds  that  state 
and  local  priorities  dictate.  Whether  funds  are  distributed  by  for- 
mula or  competitive  process,  or  to  all  or  only  some  of  the  eligible 
small  cities  is  clearly  within  the  purview  of  the  state  abetted  by 
the  fruits  of  consultation  with  local  officials. 

States  distribute  funds  to  their  units  of  general  local  government 
(other  than  entitlement  grantees)  to  carry  out  community  and 
economic  development  activities  eligible  under  Section  105(a). 
States  will  be  responsible  for  overall  administration  of  funds  dis- 
tributed. HUD's  role  is  limited  to  the  reviews  and  audits  described 
in  proposed  Section  104(d).  States  could  not,  however,  use  amounts 
for  his  allocation  to  cover  administrative  expenses  in  carrying  out 
this  program. 

If  a  state  declines  its  option  to  participate  in  the  Small  Cities 
Program,  HUD  will  administer  the  program  in  accordance  with 
applicable  provisions  governing  the  entitlement  program  (except 
that  housing  assistance  plans  would  not  be  required  from  small 
cities  and  some  competitive  process  would  be  established  by  the 
Secretary).  The  state  option  to  administer  the  program  remains 
open  indefinitely.  If  this  program  is  enacted,  however,  this  Commit- 
tee intends  to  review  progress  toward  state  involvement  and  con- 
sider mandatory  provisions  in  the  future. 

Section  102  of  the  Act  is  amended  to  protect  governments  of 
localities  which  received  grants  under  Section  106  for  fiscal  year 
1982  as  metropolitan  cities  or  urban  counties,  but  as  a  result  of  the 
1980  census  lost  their  designation  as  such  cities  or  urban  counties. 
These  local  governments  shall  retain  their  status  as  entitlement 
areas  for  fiscal  year  1982  but  will  receive  funds  based  on  their 
actual  population  as  determined  by  the  1980  census. 

Section  321-5:  Secretary's  discretion  fund 

Section  321-5  of  the  bill  amends  section  107  of  the  Housing  and 
Community  Development  Act  of  1974  to  eliminate  certain  uses  of 
the  Secretary's  Discretionary  Fund  and  to  provide  amounts  to  be 
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set  aside  for  both  of  these  programs  from  the  total  block  grant 
authorization. 

Proposed  section  107(a)  provides  that  not  more  than  $60  million 
for  each  of  fiscal  years  1982  and  1983  may  be  set  aside  for  the 
Secretary's  Discretionary  Fund.  This  represents  a  reduction  in  the 
current  authorization  levels  of  $104  million  for  fiscal  year  1982  and 
$107  million  for  fiscal  year  1983.  The  reduction  is  attributable  to 
Fund  uses  which  are  eliminated. 

The  bill  amends  the  Secretary's  Discretionary  Fund  to  narrow 
the  Fund's  purpose  to  the  provision  of  grants  to  recipients  whose 
unique  circumstances  or  activities  require  special  attention.  Fund 
uses  which  do  not  fit  within  this  purpose  will  be  eliminated. 

Categories  of  grants  which  will  be  continued  include  grants  for 
new  communities  previously  assisted  under  Title  VII  of  the  Hous- 
ing and  Urban  Development  Act  of  1970,  Title  IV  of  the  Housing 
and  Urban  Development  Act  of  1963  or  Title  X  of  the  National 
Housing  Act  (proposed  section  107(b)(1)).  The  continued  eligibility 
of  the  New  Communities  program  for  Discretionary  Fund  grants  is 
necessary  to  enable  the  successful  completion  of  and  to  protect  the 
Federal  investment  in  the  ongoing  new  communities  projects. 

Also  retained  are  grants  to  Guam,  the  Virgin  Islands,  American 
Samoa,  the  Northern  Marianas,  and  the  Pacific  Trust  Territory 
(proposed  subsection  (b)(2)).  These  entities  historically  have  re- 
quired special  funding  because  of  their  unique  needs  and  the  una- 
vailability of  data  with  which  to  provide  them  a  formula  amount. 

Indian  tribes  continue  to  receive  special  funding  assistance  under 
proposed  subsection  (b)(3),  because  of  the  unavailability  of  formula 
needs  data  and  because  of  their  unique  federal  relationship. 

Finally,  proposed  subsection  (b)(4)  retains  the  use  of  Discretion- 
ary Fund  grants  to  states,  localities,  Indian  tribes  or  areawide 
planning  organizations  for  the  provision  of  technical  assistance, 
and  to  states  and  localities  for  implementing  special  projects  other- 
wise authorized  under  Title  I.  Technical  assistance  is  of  continuing 
importance  in  the  planning,  developing  and  administering  of  Title 
I  assistance,  and  is  particularly  significant  in  assisting  the  states  to 
develop  their  capacity  to  carry  out  state  programs  as  described  in 
proposed  Section  106(d).  The  provision  of  grants  to  states  and  local- 
ities for  special  projects  is  designed  to  replace  innovative  project 
grants,  which  this  bill  would  eliminate. 

Among  uses  to  be  eliminated  is  the  Discretionary  Fund  support 
for  areawide  projects.  If  localities  decided  to  pursue  an  areawide 
approach  with  respect  to  community  development  and  housing  ac- 
tivities, they  are  free  to  use  block  grant  funds  for  that  purpose. 

Fund  grants  for  disaster  assistance  are  eliminated  to  reduce  the 
current  number  of  funding  authorities  available  for  this  purpose, 
including  authorities  administered  by  the  Federal  Emergency  Man- 
agement Agency,  which  is  the  most  appropriate  funding  source  for 
such  assistance. 

The  final  fund  category  to  be  eliminated  is  grants  to  states  and 
localities  to  correct  inequities  resulting  from  the  block  grant  alloca- 
tion formula.  In  recent  years,  this  use  of  the  Discretionary  Fund 
has  been  minimal,  and  there  is  no  indication  that  it  will  be  used  in 
the  future.  i 
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Section  321-6:  Nondiscrimination 

Section  321-6  amends  Section  109(a)  of  the  Housing  and  Commu- 
nity Development  Act  of  1974.  Section  109  currently  prohibits  dis- 
crimination on  the  basis  of  race,  color,  national  origin  or  sex  in  any 
Title  I  program  or  activity.  Discrimination  on  the  basis  of  age  is 
prohibited  in  all  Federal  programs,  including  any  Title  I  program 
or  activity,  pursuant  to  the  Age  Discrimination  Act  of  1975.  The 
proposed  amendment  makes  clear  that  the  existing  prohibition 
against  discrimination  on  the  basis  of  age  applies  specifically  to 
Title  I  programs  and  activities. 

Section  321-7:  Transitional  provisions 

The  provisions  contained  in  Section  321-7(a)  of  the  bill  specify 
the  uses  for  funds  which  are  appropriated  for  the  Community 
Development  Block  Grant  Program  prior  to  fiscal  year  1982  and 
which  are  or  become  available  for  obligation  after  that  effective 
date. 

Paragraph  (1)  provides  that  funds  authorized  for  distribution  to 
CDBG  entitlement  communities  under  Section  106  of  the  Housing 
and  Community  Development  Act  of  1974  are  added  to  amounts 
available  in  the  succeeding  fiscal  year  for  grants  to  entitlement 
communities  in  accord  with  proposed  Section  106(c).  Paragraph  (2) 
permits  funds  authorized  for  use  under  the  Secretary's  discretion- 
ary Fund  (Section  107  of  the  1974  Act)  prior  to  this  title's  effective 
date  to  remain  available  as  provided  in  existing  law. 

Section  321-7(b)  contains  a  savings  provision,  that  grants  or 
loans  made  prior  to  the  effective  date  of  any  provision  of  this  title 
and  under  the  authority  of  any  of  the  programs  stricken  by  this 
title  are  governed  by  the  provisions  of  the  authority  as  it  existed 
prior  to  that  date. 

Section  321-8:  Urban  development  action  grants 

Section  321-8  of  the  bill  revises  the  Urban  Development  Action 
Grant  (UDAG)  Program  contained  in  section  119  of  the  Housing 
and  Community  Development  Act  of  1974. 

The  Committee  has  moved  to  streamline  the  application  require- 
ments for  Urban  Development  Action  Grants  by  reducing  some  of 
the  requirements  presently  in  the  law. 

In  eliminating  language  in  the  statute  which  requires  the  Secre- 
tary to  determine  that  UDAG  applications  are  consistent  with 
comprehensive  community  development  or  economic  development 
plans,  where  they  exist,  the  Committee  intends  to  streamline  the 
application  process  for  UDAG  projects.  It  is  still  the  Committee's 
intent  that  communities  continue  to  use  Urban  Development 
Action  Grants  to  accomplish  economic  development  objectives  con- 
sistent with  broad,  overall  community  revitalization  objectives  and 
to  emphasize  leveraging  of  private  funds  in  achieving  these  objec- 
tives. Communities  no  longer  have  to  certify  that  their  UDAG 
applications  are  consistent  with  overall  community  development  or 
economic  development  plans,  however  the  Committee  anticipates 
that  communities  in  the  normal  course  of  planning,  would  use 
their  best  efforts  to  ensure  that  UDAG  projects  complement  other 
activities  which  are  designed  to  achieve  similar  objectives. 
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This  Section  also  eliminates  language  in  current  law,  which  re- 
quires the  Secretary  to  maintain  a  balance  in  the  award  of  UDAG 
grants  between  projects  which  are  industrial,  commercial,  and 
neighborhood  in  character.  The  Committee  believes  that  this  re- 
quirement is  unnecessary  given  the  highly  discretionary  nature  of 
the  program,  and  its  primary  objective  of  revitalizing  distressed 
communities  through  the  creation  or  retention  of  jobs  and  the 
expansion  of  tax  base.  However,  we  do  not  bar  the  Secretary  from 
awarding  UDAG  funds  for  projects  which  are  to  be  used  to  con- 
struct housing,  or  to  provide  other  necessary  services  in  neighbor- 
hoods, so  long  as  such  projects  can  be  fully  justified  as  contributing 
to  the  revitalization  of  the  community,  or  the  retention  or  creation 
of  jobs. 

The  revised  program  continues  a  number  of  features  of  the  pres- 
ent UDAG  authority.  Cities  and  urban  counties  which  have  demon- 
strated results  in  providing  low-  and  moderate-income  housing  and 
equal  housing  and  employment  opportunity  for  low-  and  moderate- 
income  persons  and  minorities  and  which  meet  distress  criteria  set 
by  HUD  continue  to  be  eligible  for  grants  (revised  sec.  119(b)).  The 
criteria  used  in  determining  distress  remains  the  same,  although 
the  statute  is  updated  to  incorporate  the  factors  which  are  current- 
ly being  used  in  the  regulations  (proposed  sec.  119(b)).  "Pockets  of 
poverty"  remain  eligible  for  funding  on  the  basis  of  the  same  size 
and  distress  criteria  (proposed  sec.  107(c)(2)(B)).  The  bill  retains 
"pockets"  requirements  for  project  location,  level  of  basic  services 
in  the  "pocket,"  benefit  to  low-  and  moderate-income  "pocket," 
benefit  to  low-  and  moderate-income  "pockets"  residents  and  local 
contribution  to  the  project,  as  well  as  the  20  percent  of  appropri- 
ations cap  on  "pockets"  funding  (proposed  sec.  119(b)(2)). 

Other  significant  UDAG  features  which  are  carried  over  include 
the  same  wide  range  of  eligible  activities  "impaction"  as  the  pri- 
mary selection  criterion  for  distressed  cities  and  counties  (proposed 
section  119(d)(1)),  the  "anti-pirating"  provision  (prohibiting  use  of 
assistance  to  relocate  plants  and  facilities  if  the  relocation  would 
cause  significant  harm  to  the  area  in  which  the  relocation  occurs) 
(proposed  sec.  119(h)),  the  administrative  grant  reduction  mecha- 
nism (proposed  sec.  119(e)(4)),  and  the  funding  set-aside  for  small 
cities  (proposed  sec.  119(i)). 

The  new  program,  however,  proposes  a  number  of  statutory  and 
administrative  changes  which  pare  the  program  down  to  its  most 
essential  objectives,  clear  it  of  unnecessary  requirements  and  Fed- 
eral intervention,  and  emphasize  rigorous  program  administration 
to  minimize  the  amount  of  Federal  dollars  needed  to  stimulate 
private  investment  in  individual  projects. 

Major  features  include  the  following: 

Narrowed,  focused  goals. — The  new  program  concentrates  solely 
on  encouraging  economic  development  activity  to  aid  in  economic 
recovery  (proposed  sec.  119(d)).  This  emphasis  channels  scarce  Fed- 
eral dollars  to  the  types  of  activities  with  the  greatest  economic 
payoffs  (jobs,  contributions  to  the  tax  base,  etc.)  and  establish  re- 
newed economic  soundness  as  the  primary  means  of  achieving 
community  revitalization.  Grant  selection  criteria  are  narrowed  to 
reflect  these  refined  goals. 
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Tighter  operating  philosophy. — The  program  is  tightly  adminis- 
tered to  achieve  the  biggest  return  on  each  Federal  dollar.  Impor- 
tant features  in  the  existing  UDAG  program  continue,  such  as 
requiring  evidence  of  firm  private  sector  commitments  prior  to 
grant  approval  and  conditioning  grant  release  upon  submission  of 
legally  binding  commitments  for  these  resources. 

The  program  also  retains  the  so-called  Wydler  amendment, 
which  is  intended  to  assure  that  grants  are  essential  to  assisted 
projects  and  do  not  substitute  for  non-Federal  resources  (proposed 
sec.  119(j)).  In  addition,  the  statute  directs  the  Secretary  to  take 
steps  to  assure  that  the  amount  of  the  action  grant  is  the  least 
necessary  to  make  the  project  go  (proposed  sec.  119(k)).  The  Com- 
mittee intends  for  HUD  to  enforce  these  provisions  with  special 
vigor.  Also,  the  program  is  administered  to  encourage  significant 
State  and  local  financial  participation  in  assisted  activities. 

The  sum  of  these  features  maximizes  the  value  of  each  Federal 
dollar,  stretches  scarce  Federal  resources  over  as  many  projects  as 
possible,  reinforces  the  leveraging  concept  which  is  critical  to  the 
UDAG  function  and  encourages  State  and  local  commitment  to  the 
success  of  assisted  projects. 

Federal  intervention  and  red  tape  kept  to  a  minimum. — The  new 
program  limits  Federal  intervention  and  red  tape  to  those  areas 
clearly  necessary  to  achieve  statutory  goals  and  promote  program 
effectiveness  and  efficiency. 

Application  requirements  are  simplified.  Section  119(c)(1)  cur- 
rently requires  all  applicants  to  document  eligibility  for  grants. 
Since  HUD  lists  the  cities  and  counties  which  meet  distress  criteria 
in  the  Federal  Register,  the  revised  application  requirements  re- 
lieves them  of  this  paperwork. 

Section  119(c)(2)  currently  requires  a  description  of  "a  concentrat- 
ed ..  .  program  setting  forth  a  comprehensive  action  plan  and 
strategy  to  alleviate  .  .  .  distress  through  systematic  change  .  .  . 
which  program  shall  be  consistent  with"  CBDG  programs,  Housing 
Assistance  Plans  and  EDA  overall  economic  development  plans. 
Consistent  with  the  intent  of  funding  discreet  economic  develop- 
ment projects,  the  revised  requirements  are  limited  to  those  neces- 
sary to  evaluate  the  merits  of  specific  proposals,  with  minimal 
ancillary  planning  and  exposition  (proposed  sec.  119(c)(3)(B)). 

Section  119(c)(5)  currently  mandates  extensive,  formal  citizen 
participation  requirements,  including  preparation  of  a  detailed  citi- 
zen participation  plan  and  publication  of  information  on  fund 
availability,  eligible  activities  and  '  'other  important  program  re- 
quirements." The  revised  program  eliminates  these  burdensome 
requirements  and  contains  only  those  provisions  which  are  central 
to  effective  citizen  participation  by  requiring  that  public  hearings 
be  held  to  obtain  citizens'  views,  especially  residents  in  the  area  of 
the  proposed  activities  (proposed  sec.  119(c)(3)). 

Existing  section  119(c)(6)  requires  a  neighborhood  impact  analy- 
sis. Under  the  revised  program,  applicants  certify  that  the  analysis 
has  been  carried  out  (proposed  sec.  119(c)(3)).  This  relieves  appli- 
cants of  the  burden  of  preparing  additional  paperwork  for  HUD's 
review,  while  assuring  compliance  with  the  provision's  intent  by 
allowing  for  the  disclosure  of  non-compliance  through  citizen  com- 
plaints or  HUD  audits  and  reviews. 
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Existing  section  119(c)(7)  requires  applicants  to  identify  all  prop- 
erties which  are  on,  or  may  qualify  for  inclusion  on,  the  National 
Register  of  Historic  Places  and  which  will  be  affected  by  the  pro- 
posed activities.  It  also  requires  applicants  to  describe  the  effect 
the  proposed  activities  would  have  on  the  properties  identified. 
Section  119(n)  prohibits  HUD  from  committing  funds  for  an  ap- 
proved project  until  the  applicant  certifies  that  the  State  Historic 
Preservation  Officer  and  the  Department  of  Interior  have  each 
given  45  days  to  review  and  comment  upon  the  application.  Section 
121  provides  for  a  system  of  regulation  by  Interior  and  the  Adviso- 
ry Council  on  Historic  Preservation  for  dealing  with  the  effect  of 
action  grants  on  historic  properties.  The  revised  program  continues 
these  requirements,  but  obliges  only  a  certification  in  the  applica- 
tion that  the  provisions  of  existing  section  119(c)(7)  have  been  met 
before  submission  of  the  application  (proposed  sec.  119(c)(4)). 

Finally,  in  order  to  assure  a  smooth  transition  from  the  present 
UDAG  program,  the  revised  program  becomes  effective  upon  the 
effective  date  of  implementing  regulations.  The  Secretary  is  re- 
quired to  issue  final  implementing  regulations  by  January  1,  1983. 
The  Committee  has  received  reports  from  HUD  that  most  of  these 
regulations  have  already  been  drafted. 

Section  321-9:  Rehabilitation  loans 

Section  321-9  allows  continued  operation  of  the  Section  312  mul- 
tifamily  rehabilitation  loan  program,  though  not  the  single  family 
program,  using  funds  repaid  from  existing  loans.  Section  312  loans 
to  urban  homesteading  properties  are  also  continued. 

Section  321-10:  Urban  homesteading 

Section  321-10  authorizes  the  appropriation  of  $13,467,000  for 
fiscal  year  1983  for  the  urban  homesteading  authority  contained  in 
Section  810  of  the  Housing  and  Community  Development  Act  of 
1974. 

Section  321-11:  Repealers 

Section  321-11  of  the  bill  repeals  two  programs,  whose  activities 
would  be  incorporated  in  the  Community  Development  Block 
Grant  Program.  Subsection  (a)  repeals  the  Neighborhood  Self-Help 
Development  Program  contained  in  Title  VII  of  the  Housing  and 
Community  Development  Amendments  of  1978.  Subsection  (b)  re- 
peals the  Planning  Assistance  Program  contained  in  Section  701  of 
the  Housing  Act  of  1954. 

The  essential  features  of  each  of  these  programs  can  be  accom- 
modated within  the  broad  range  of  activities  currently  eligible  for 
block  grant  funding.  Section  701  of  the  Housing  Act  of  1954,  "Plan- 
ning Assistance",  provides  assistance  to  encourage  states  areawide 
planning  organizations  and  communities  to  prepare  and  implement 
elements  of  their  comprehensive  plans.  Assistance  under  Section 
701  is  to  be  used  for  development  of  implementation  strategies  and 
action  programs,  including  related  evaluations  or  studies,  and  for 
carrying  out  clearinghouse  functions  under  OMB  Circular  A-95. 
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Section  321-13:  Report  on  Block  Grant  Programs 

Section  321-13  of  the  Committee  bill  requires  the  Secretary  to 
study  and  report  to  Congress  on  targeting  of  CDBG  benefits  as  use 
of  funds  relate  to  the  objectives  of  the  program. 

The  core  function  of  planning  is  eligible  for  funding  under  two 
block  grant  eligible  activities.  Section  105(a)(12)  provides  funding 
for  development  of  a  comprehensive  community  development  plan 
and  for  local  planning  generally,  and  section  105(a)(14)  permits 
CDBG-funded  entities  to  make  funds  available  to  public  and  pri- 
vate nonprofit  groups  to  conduct  planning  activities  related  to  the 
local  comprehensive  plan.  Combination  of  section  701  with  the 
block  grant  program  would  result  in  the  loss  of  direct  funding  for 
areawide  planning  organizations.  Block  grant  recipients  would  be 
free,  however,  to  use  their  grants  to  "purchase"  the  services  of 
these  organizations  to  assist  in  carrying  out  planning  functions 
appropriate  to  the  needs  of  the  block  grant  recipient. 

The  Neighborhood  Self-Help  Development  Program  (Title  VII  of 
the  Housing  and  Community  Development  Amendments  of  1978) 
provides  grants  and  other  assistance  to  neighborhood-based  non- 
profit groups  for  preparing  and  implementing  specific  housing,  eco- 
nomic and  community  development,  and  other  appropriate  neigh- 
borhood conservation  and  revitalization  projects.  In  the  process  of 
providing  this  assistance,  it  is  the  program's  intent  to  increase  the 
capacity  of  neighborhood  organizations  to  use  and  coordinate  re- 
sources available  from  the  public  and  private  sectors  and  from  the 
residents  and  neighborhoods  themselves.  These  activities  can  be 
carried  out  under  section  105(a)(15)  which,  as  discussed  earlier, 
provides  for  grants  by  CDBG  recipients  to  neighborhood  nonprofit 
or  for-profit  groups  to  carry  out  revitalization,  community  econom- 
ic development  or  energy  conservation  projects. 

SUBPART  II— HOUSING  ASSISTANCE  PROGRAMS 

Section  322-1:  Housing  authorizations 

Section  322-l(a)-(c)  makes  a  number  of  amendments  to  Section 
5(c)  of  the  United  States  Housing  Act  of  1937.  Subject  to  approval 
in  an  appropriation  Act,  Subsection  (a)  increases  annual  contribu- 
tions contract  authority  for  the  Public  Housing  and  Section  8  Hous- 
ing Assistance  Payments  programs  by  $891,500,000  on  October  1, 

1981  and  by  $899,800,000  on  October  1,  1982.  Subsection  (b)  in- 
creases the  corresponding  budget  authority  (i.e.,  the  total  obligation 
over  the  duration  of  contracts)  by  $17,815,100,000  for  fiscal  year 

1982  and  by  $17,810,600,000  for  fiscal  year  1983. 

Subsection  (c)  requires  the  Secretary  to  make  available  $75  mil- 
lion of  the  additional  annual  contract  authority  for  fiscal  year  1982 
and  $75  million  for  fiscal  year  1983  for  public  housing  moderniza- 
tion under  the  Comprehensive  Improvement  Assistance  Program 
contained  in  Section  14  of  the  Act.  This  funding  will  finance  capital 
improvements  amounting  to  approximately  $818  million  in  each 
year. 

Section  (c)  limits  by  housing  type,  the  aggregate  amount  of  con- 
tracts the  Secretary  could  enter  into,  using  the  balance  of  1982 
additional  annual  contract  authority  which  remains  after  deduct- 
ing the  amount  available  for  comprehensive  improvement  assist- 
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ance.  Not  more  than  45  percent  of  this  balance  can  be  used  for 
existing  units  assisted  under  the  1937  Act;  not  more  than  55  per- 
cent can  be  used  for  newly  constructed  and  substantially  rehabili- 
tated units  assisted  under  that  Act. 

Also,  Subsection  (c)  provides  an  option  for  localities  to  change  the 
mix  between  new  and  existing  housing  after  funds  are  allocated, 
provided  they  remain  within  the  budget  authority  and  contract 
authority  allocated.  The  Secretary  is  required  to  reallocate  any 
authority  which  remains  after  localities  exercise  that  option  in 
accord  with  State  fair  share  provisions  currently  in  Section  213(d) 
of  the  1974  Housing  and  Community  Development  Act.  Localities 
and  States  are  also  given  the  option  to  use  allocated  funds  for 
Comprehensive  Improvements  Assistance  to  existing  public  housing 
projects.  The  Secretary  should  approve  any  request  to  shift  funds 
in  this  way  provided  the  application  meets  the  requirements  of 
section  14  of  the  Act.  Any  funds  approved  for  public  housing  mod- 
ernization by  this  procedure  would  be  in  addition  to  the  amounts 
set-aside  in  Section  201(c)  of  the  bill. 

The  amounts  authorized  would  allow  HUD  to  make  commit- 
ments for  an  additional  150,000  units  in  fiscal  year  1982  and  an 
additional  141,000  units  in  fiscal  year  1983. 

Section  322-l(c)(2)(D)  prohibits  obligating  more  than  30  percent 
of  the  funds  for  assisted  housing  in  the  last  quarter  of  any  fiscal 
year  or  15  percent  of  the  total  amount  in  any  month  of  the  last 
quarter  of  any  fiscal  year. 

Section  322-l(d)  amends  Section  9(c)  of  the  1937  Act  to  authorize 
$1,204,600,000  for  fiscal  year  1982  and  $1,350,400,000  for  fiscal  year 
1983  for  operating  subsidies  for  public  housing  projects.  A  technical 
correction  to  the  fiscal  year  1981  authorization  reflects  the 
$970,800,000  appropriated  at  the  end  of  the  96th  Congress. 

Section  322-l(e)  amends  section  213(d)  of  the  Housing  and  Com- 
munity Development  Act  of  1974  to  limit  the  Secretary's  section  8 
discretionary  authority  to  10  percent  of  section  8  funding  and  to 
provide  guidelines  to  the  purposes  for  which  these  funds  may  be 
used:  unforeseen  needs  such  as  those  brought  about  by  natural 
disasters;  support  for  the  needs  of  the  handicapped  or  minority 
enterprise,  applications  for  assistance  with  respect  to  housing  in 
new  communities,  assisted  housing  as  a  result  of  settlement  of 
litigation,  small  research  and  demonstration  projects,  lower  income 
housing  needs  described  in  housing  assistance  plans,  including  ac- 
tivities carried  out  under  areawide  housing  opportunity  plans;  and 
innovative  housing  plans  or  alternative  methods  for  meeting  lower 
income  housing  needs  approved  by  the  Secretary.  The  authoriza- 
tion of  10  percent  for  this  discretionary  fund  is  a  reduction  from 
the  usual  20  percent,  held  back  administratively.  The  Committee  is 
concerned  about  apparent  abuses  of  this  fund  in  the  past  and  is 
thus  reducing  the  amount  of  the  discretionary  fund. 

Section  322-l(f)(l)  amends  Section  201(h)  of  the  Housing  and 
Community  Development  Amendments  of  1978  to  provide  an  au- 
thorization of  $50,176  million  for  fiscal  year  1982  and  $50,176  mil- 
lion for  fiscal  year  1983  for  assistance  payments  under  the  Trou- 
bled Projects  (flexible  subsidy)  Program. 

Section  322-l(f)(2)  amends  Section  236(f)(3)  of  the  National  Hous- 
ing Act  (as  redesignated  by  Section  202(f)(7)  of  the  bill)  to  extend 


251 


through  fiscal  year  1983  the  authority  to  use  amounts  in  the  Sec- 
tion 236  rental  housing  assistance  fund  for  the  Troubled  Projects 
Program.  Existing  law  prohibits  this  use  after  fiscal  year  1981. 
Appropriations  at  the  proposed  levels  of  authorization,  together 
with  the  amounts  available  in  the  Section  236  rental  housing  as- 
sistance fund  and  $1.3  million  of  unobligated  balances  carrying 
over  into  1982,  will  permit  HUD  to  assist  approximately  99,366 
units  under  the  Troubled  Projects  Program  in  fiscal  year  1982. 

Section  322-l(g)  increases  GNMA's  statutory  mortgage  purchase 
authority  under  the  Special  Assistance  Functions  by  $2.3  billion  for 
fiscal  year  1981.  This  will  support  mortgage  purchases  of  $3.2  bil- 
lion. From  this  total  no  more  than  $942.8  million  can  be  used  for 
middle-income  apartments  under  the  "Targetted  Tandem"  pro- 
gram. Although  this  increase  is  technically  above  the  budget  au- 
thority contemplated  in  the  reconciliation  baseline,  it  is  below  the 
amount  included  in  the  First  Concurrent  Budget  Resolution  for 
GNMA.  Thus,  under  this  extenuating  technical  contradiction  the 
Committee  believes  it  is  appropriate  to  include  GNMA  authoriza- 
tion in  the  bill. 

This  increase  will  permit  operation  of  mortgage  purchase  pro- 
grams at  the  level  of  $3.2  billion.  By  the  beginning  of  fiscal  year 
1982,  GNMA  estimates  that  it  will  have  approximately  $987  mil- 
lion in  authority  available  for  the  issuance  of  commitments.  That 
authority  will  be  augmented  during  the  year,  primarily  through 
mortgage  sales,  by  about  $2.25  billion.  However,  the  recapture  of 
authority  may  not  take  place  prior  to  the  time  that  requests  for 
commitments  are  submitted.  Thus,  to  be  assured  of  being  able  to 
meet  the  proposed  level  of  commitments,  GNMA  must  have  a  total 
of  $3.2  billion  in  commitment  authority  available  to  it  at  the  begin- 
ning of  the  year. 

The  $3.2  billion  in  mortgage  purchase  commitments  in  fiscal 
year  1982  includes  assistance  for  those  Section  8  projects  for  which 
an  application  for  conditional  commitment  for  FHA  insurance  had 
been  received  by  FHA  by  February  13,  1981.  The  $942.8  million 
allowed  for  Targetted  Tandem  projects  could  also  be  used  for  appli- 
cations which  reached  that  stage  of  FHA  processing  but  is  $400 
million  less  than  the  amount  requested  by  the  Administration.  The 
Committee  believes  that  assistance  for  middle-income  apartments 
must  be  reduced  to  maintain  budget  ceilings. 

HUD  indicates  that  projects  which  applied  for  insurance  subse- 
quent to  February  13,  1981,  will  not  be  eligible  for  Tandem  and  will 
be  processed  at  the  prevailing  FHA  interest  ceiling.  It  has  come  to 
the  Committee's  attention,  though,  that  several  HUD  area  offices 
encouraged  applicants  for  tandem  financing  not  to  seek  a  condi- 
tional commitment  but  to  wait  to  apply  in  one  step  for  firm  com- 
mitment. Due  to  this  policy,  several  applicants  who  could  have 
received  a  conditional  commitment  by  the  February  cut  off  date 
did  not.  The  Committee  is  concerned  about  the  inequities  of  this 
procedure  and  expects  the  Secretary  to  review  the  applications  in 
question  in  order  to  determine  if  any  of  these  applicants  should 
have  achieved  conditional  status  by  February  14,  1981,  and  as  such 
be  eligible  for  consideration  for  funding. 

Section  322-l(h)  amends  Section  202(a)(4)(B)(i)  of  the  Housing  Act 
of  1959  to  increase  to  $6,102,500,000  for  fiscal  year  1983  the  limit 
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on  Treasury  borrowing  authority  for  the  Section  202  program  of 
housing  for  the  elderly  or  handicapped.  The  present  increase  in  the 
aggregate  limit  to  $5,752,500,000  on  October  1,  1981,  will  be  ade- 
quate to  make  $830  million  in  loans  projected  under  the  program 
for  fiscal  year  1982.  The  increased  authority  will  support  that  same 
amount  of  additional  loans  in  fiscal  year  1983. 

Section  322-2:  Tenant  rental  payments 

Section  322-2  amends  provisions  governing  rent  payments  by 
families  in  Public  Housing  and  in  housing  assisted  under  Section  8 
of  the  United  States  Housing  Act  of  1937,  Section  236  of  the  Na- 
tional Housing  Act,  and  the  Rent  Supplement  Program.  These 
amendments  increase  the  portion  of  costs  for  lower  income  housing 
that  is  borne  by  tenants  of  subsidized  housing. 

Section  322-2(a)  rewrites  Section  3  of  the  U.S.  Housing  Act  of 
1937  and  provides  uniform  definitions  for  all  HUD's  rental  assist- 
ance programs  in  order  to  assure  greater  equity  in  the  computation 
of  tenant  rents. 

The  term  '  lower  income  families"  is  defined  so  that  it  reduces 
the  eligibility  for  assistance  to  those  with  income  below  50  percent 
of  median  income  in  the  area.  This  change  will  only  apply  to  new 
tenants  and  will  not  affect  the  continued  eligibility  of  current 
tenants  with  incomes  above  50  percent  of  median  income.  The 
definition  of  'Very  low  income  families"  is  rescinded  because  the 
Section  8  goal  of  achieving  *  'economically  mixed"  housing  can  only 
be  pursued  where  consistent  with  the  purpose  of  aiding  very  low 
income  families  in  obtaining  a  decent  place  to  live. 

Terms  also  defined  include:  'lower  income  housing,"  "families," 
"elderly  families,"  "Handicapped  person,"  "displaced  person," 
"income,"  "adjusted  income,"  "public  housing  agency,"  "state,"  and 
"secretary." 

The  definitions  of  "very  low  income  families,"  "low  income  fami- 
lies" and  "income"  have  been  deleted  from  current  law  as 
"income"  is  redefined  and  the  distinction  between  "low  income 
families"  and  "very  low  income  families"  has  been  abolished.  Re- 
vised Subsection  3(a)  sets  out  the  basic  rule  that  units  assisted 
under  the  Act  (Public  Housing  and  Section  8)  can  be  rented  only  to 
families  who  are  lower  income  families  at  the  time  of  initial  occu- 
pancy of  the  units.  The  revised  method  of  determining  family 
rental  payments  specifies  that  a  family  shall  pay  the  highest  of  the 
following  amounts: 

(1)  30  percent  of  the  family's  adjusted  income; 

(2)  10  percent  of  the  family's  gross  income  (or  15  percent  in 
the  case  of  Section  8);  or 

(3)  if  the  family  is  receiving  payments  for  welfare  assistance 
from  a  public  agency  which  are  adjusted  in  accordance  with 
the  family's  actual  housing  costs,  the  portion  of  these  pay- 
ments which  is  specifically  designated  to  meet  the  family's 
housing  costs. 

Reviews  of  family  income  are  required  at  one  year  intervals  for 
all  programs  and  for  all  tenant  groups,  eliminating  the  inequities 
that  arise  from  the  current  practice  of  recertifying  income  annual- 
ly, biennially,  or  never,  depending  on  the  program  or  the  age  of  the 
head  of  household.  HUD  is  required  to  determine  eligibility  and 
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tenant  contributions  to  rent  on  the  basis  of  income  actually  re- 
ceived (i.e.,  retrospective  accounting)  but  HUD  must  make  allow- 
ance for  sudden  loss  of  income.  Thus,  tenant  contributions  will  be 
based  on  income  actually  earned,  rather  than  often  inaccurate 
estimates  of  income  the  tenant  expects  to  receive.  This  also  places 
housing  subsidies  on  equal  footing  with  other  public  assistance 
programs. 

As  a  result  of  the  changes,  deductions  from  income  of  $300  for  an 
elderly  family  and  $400  per  minor  will  replace  two  current  systems 
which  have  as  many  as  7  deductions  for  determining  net  income 
and  the  new  rent  rules  will  replace  8  different  systems  for  comput- 
ing tenant  contributions. 

Subsection  322-2(c)  specifically  provides  for  delayed  applicability 
and  staged  implementation  of  the  revised  means  of  determining 
rent  payments,  in  order  to  avoid  any  sharp  increase  in  rent  for 
families  affected  by  the  change.  The  Secretary  is  permitted  to  put 
the  new  provisions  into  affect  incrementally  over  the  5-year  period 
beginning  on  the  effective  date  of  the  bill.  The  Secretary  can 
extend  the  time  for  implementation  if  full  implementation  of  the 
increases  in  rent  payments  would  result  in  extraordinary  hardship 
for  any  class  of  tenants.  Any  increase  in  rents  due  to  changes  in 
the  tenant  contribution  rules  cannot  exceed  10  percent  for  any 
family  during  any  year.  The  new  procedures  for  determining  rent 
cannot  result  in  a  reduction  in  the  amount  of  rent  paid  by  a 
tenant. 

In  the  case  of  new  families  moving  into  subsidized  housing  after 
the  effective  date  of  the  1981  Act,  rents  will  be  determined  immedi- 
ately on  the  basis  of  the  new  rules,  but  the  Secretary  has  discretion 
to  provide  for  delayed  applicability  or  staged  implementation  of  the 
new  requirements.  Even  after  these  increases  are  implemented, 
families  in  assisted  housing  will  pay  a  substantially  lower  percent- 
age of  their  income  for  rent  than  is  now  paid  by  many  nonsubsi- 
dized  families  living  in  housing  of  generally  inferior  quality. 

The  bill  eliminates  virtually  all  disparities  between  the  Section  8 
and  Public  Housing  programs  which  cause  inequity  for  tenants  and 
endless  complexity  for  public  housing  agencies  and  multifamily 
project  owners.  The  Committee,  however,  has  retained  the  15  per- 
cent of  gross  income  minimum  rent  now  required  in  Section  8. 

Subsection  322-2(f)  retains  the  basic  features  of  the  new  tenant 
contribution  rules  for  the  Section  236  program,  but  a  tenant  would 
pay  at  least  the  "basic  rental  charge".  In  the  Section  236  Rental 
Assistant  Payments  program,  tenants  with  incomes  so  low  that 
they  cannot  afford  the  basic  rental  charge  would  pay  the  same  rent 
as  public  housing  tenants. 

Subsection  322-2(g)  amends  the  Rent  Supplement  Program  so 
that  the  HUD  payment  will  be  the  lesser  of  70  percent  of  the  unit's 
fair  market  rent,  or  the  amount  by  which  the  fair  market  rental 
for  the  unit  exceeds  30  percent  of  the  tenant's  adjusted  income. 
Currently,  HUD  contributes  the  amount  by  which  the  fair  market 
rental  exceeds  25  percent  of  the  tenant's  income,  up  to  a  maximum 
of  70  percent  of  the  fair  market  rental. 
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Section  322-3:  Cost  reduction  in  assisted  housing 

Subsection  322-3(a)(l)  requires  that  newly  constructed  Section  8 
housing  be  of  ' 'modest  design"  without  unnecessary  amenities.  This 
provision  strikes  a  balance  between  avoiding,  on  the  one  hand,  the 
kind  of  luxury  housing — with  tennis  courts  and  swimming  pools — 
that  has  been  built  in  some  Section  8  projects  and,  on  the  other 
hand,  recognizing  that  assisted  housing  should  not  be  of  inferior 
quality  or  design.  The  Committee  is  aware  that  some  of  the  prob- 
lems in  the  public  housing  program  have  been  caused  by  federal 
requirements  which,  in  effect,  imposed  inferior  design  and  quality 
during  the  immediate  post- World  War  II  period.  Assisted  housing 
should  not  be  luxury  housing,  but  it  should  blend  in  with  other 
housing  in  the  communities  in  which  it  is  built. 

Subsection  322-3(a)(2)  limits  increases  in  contract  rents  for  newly 
constructed  or  substantially  rehabilitated  Section  8  units  to  the 
operating  cost  increases  incurred  by  owners  of  comparable  projects 
in  the  area. 

Subsection  322-3(a)(3)  limits  payment  of  Section  8  subsidies  for 
vacant  units  to  30  days.  Existing  law  allows  payments  for  60  days 
and  for  up  to  a  year  for  mortgage  costs.  This  is  much  too  generous 
and  contributes  to  bad  management  which  leaves  the  government 
paying  for  vacant  units  while  low-income  families  are  on  Section  8 
waiting  lists. 

Subsection  322-3(a)(4)  requires  the  Secretary  to  give  cost  consid- 
erations a  weighted  average  of  33.3  percent  in  evaluating  proposals 
for  assisted  housing  projects.  This  subsection  also  requires  the  Sec- 
retary to  give  priority  to  projects  which  are  to  be  located  on  specif- 
ic tracts  of  land  provided  by  states  or  local  government  if  the 
Secretary  determines  that  the  tract  of  land  is  suitable  for  housing, 
and  that  giving  priority  will  be  cost  effective.  Finally  the  subsec- 
tion prohibits  the  Secretary  from  entering  into  any  contract  for  a 
newly  constructed  project  if  the  sizes  of  the  units  exceed  by  more 
than  10  percent  the  sizes  specified  in  Federal  standards,  or  in  the 
applicable  local  codes,  whichever  are  greater.  This  will  bring  great- 
er cost  effectiveness  to  the  Section  8  New  Construction  Program, 
without  reducing  the  quality  of  the  housing  built. 

Subsection  322-3(b)(l)  prohibits  the  Secretary  from  denying  Fed- 
eral housing  assistance  to  any  property  just  because  there  are  not 
bathroom  or  kitchen  facilities  in  the  dwelling  unit.  These  are  so- 
called  single  room  occupancy  (SRO)  housing  which  is  a  low  cost 
housing  alternative  for  many  low  income  people.  SRO's  can  be 
residential  hotels,  roominghouses  or  converted  apartment  buildings 
in  which  people  rent  single,  furnished-rooms,  that  do  not  have 
kitchens  or  bathrooms,  although  these  facilities  are  provided  else- 
where in  the  building.  This  type  of  housing  can  provide  decent,  safe 
and  sanitary  living  quarters  fully  in  accord  with  local  codes  so  the 
bill  makes  these  units  eligible  for  federal  housing  assistance. 

For  the  purposes  of  this  section  ''Federal  housing  assistance" 
includes  assistance  provided  through  any  of  the  programs  author- 
ized by  the  bill.  Thus  SRO's  would  be  eligible  for  assistance  under 
the  public  housing  program,  Section  8  program,  GNMA  Tandem 
programs,  rent  supplement,  elderly  housing  loans  under  the  Sec- 
tion 202  program,  rural  housing  programs  under  Title  V  of  the 
Housing  Act  of  1949,  and  community  development  assistance. 
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Subsection  322-3(b)(2)  requires,  as  practicable,  the  Secretary  to 
assure  that  not  less  than  25  percent  of  the  units  are  efficiency 
units  in  newly  constructed  or  substantially  rehabilitated  projects 
which  are  to  be  occupied  by  elderly  or  handicapped  persons  of 
families. 

Section  322-4:  Redirection  of  economic  mix  policy 

Section  322-4(a)  repeals  Section  8  regulations  which  require  the 
"best  efforts"  to  get  a  broad  range  of  tenant  incomes  with  an 
average  income  at  least  40  percent  of  median.  Currently,  all  Sec- 
tion 8  projects  have  an  economic  mix  of  about  22  percent  of  area 
median  incomes.  Essentially,  these  regulations  provide  a  Section  8 
unit  to  an  individual  at  the  upper  end  of  current  income  eligibility 
at  the  expense  of  an  individual  at  the  lower  end  of  the  current 
eligibility  scale. 

Subsection  322-4(b)(l)  modifies  the  purposes  of  the  Section  8 
program  so  promotion  of  mixed  income  housing  is  allowed  only 
where  it  is  consistent  with  the  purpose  of  aiding  lower  income 
families  in  obtaining  a  decent  place  to  live. 

Subsection  322-4(b)(2)  prohibits  renting  vacant  units  in  a  Section 
8  project  to  ineligible  tenants  unless  the  number  of  occupant  eligi- 
ble families  equals  the  number  covered  by  the  subsidy  contract. 

Subsection  322-4(b)(3)  eliminates  the  priority  in  current  law 
given  to  large  projects  with  less  than  20  percent  of  the  units 
receiving  Section  8  assistance,  if  the  project  also  receives  GNMA 
Tandem  assistance  or  tax-exempt  financing.  This  will  prevent 
higher-income  apartments  from  getting  preference  for  GNMA  or 
tax  subsidies. 

Section  322-4(c)  rescinds  the  provision  of  current  law  which  re- 
quires local  housing  authorities  to  select  tenants  with  a  broad 
range  of  incomes.  Local  housing  authorities  will  be  allowed  to 
decide  whether  it  is  of  greater  importance  to  aid  the  neediest 
applicants  rather  than  avoid  a  concentration  of  low-income  fami- 
lies. 

Section  322-5:  Miscellaneous  housing  assistance  amendments 

Subsection  322-5(a)(l)  prohibits  the  Secretary  from  entering  into 
any  contract  after  the  date  of  enactment  for  a  newly  constructed  or 
substantially  rehabilitated  Section  8  project  which  is  to  be  located 
in  a  state  or  locality  which  has  rent  control  or  stabilization  on 
some  or  all  newly  constructed  apartments  or  on  units  that  become 
vacant. 

Section  322-5(a)(2)(b)  instructs  the  Secretary  to  determine  the 
number  of  projects  which  are  assisted  under  Section  8  and  owned 
by  developers  with  five-year  annual  contributions  contracts  who 
plan  to  withdraw  from  the  Section  8  program  when  their  contracts 
expire.  The  Secretary  is  required  to  notify  affected  tenants  of  possi- 
ble rent  increases  or  eviction.  The  Secretary  must  submit  a  report 
to  Congress  recommending  methods  for  recapturing  the  costs  of 
front-end  investment  in  those  units  which  are  removed  from  the 
Section  8  program. 

In  order  to  prevent  this  situation  from  recurring  in  new  projects, 
an  owner  must  agree  to  notify  tenants  at  least  six  months  before 
any  increase  in  rent  after  the  expiration  of  the  contract. 

79-757  0-81-17 
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Section  322-5(c)  requires  the  Secretary  to  assure  that  no  Federal, 
State  or  local  official  financially  profits  by  participating  in  the 
development  of  housing  assisted  by  the  Section  8  program. 

Section  322-5(d)  allows  public  housing  agencies  to  recover  legal 
expenses  or  50  percent  of  the  amount  collected  from  court  judge- 
ments concerning  amounts  wrongfully  paid  as  a  result  of  fraud  and 
abuse. 

Section  322-5(e)  amends  Section  8(d)(1)  of  the  United  States 
Housing  Act  of  1937  to  clarify  that  the  procedural  and  substantive 
rights  of  a  tenant  of  Section  8  existing  housing  to  occupancy  of  a 
particular  unit  are  determined  by  the  terms  of  the  lease,  in  accord- 
ance with  State  and  local  law.  The  proposal  would  remove  the 
requirement  under  current  law  that  the  PHA  administering  the 
assistance  contract  give  the  notice  to  vacate,  if  the  owner  wants  to 
terminate  the  tenancy.  The  proposal  would  thus  eliminate  any 
requirement  for  PHA  participation  in  an  eviction. 

Section  322-5(e)  is  intended  to  minimize  disturbance  of  the  pri- 
vate relationship  under  State  law  between  the  unit  owner  and  the 
tenant.  The  provision  of  housing  opportunities  for  assisted  families 
depends  on  voluntary  participation  by  private  owners  of  existing 
housing.  The  proposal  would  assure  owners  that  the  procedural 
and  substantive  rights  of  the  assisted  tenant  are  the  same  as  those 
applicable  to  non-subsidized  tenants.  The  amendment  is  expected  to 
encourage  more  owners  to  participate  in  the  Section  8  existing 
housing  program.  Section  205  will  not  affect  the  rights  of  Section  8 
tenants  established  under  any  Federal  statute  prohibiting  discrimi- 
nation on  the  basis  of  race,  religion,  sex,  national  origin  or  handi- 
cap, nor  will  it  dilute  any  prohibitions  against  requiring  illegal 
payments  from  a  participant  in  Federal  or  State  assistance  pro- 
grams. 

Section  322-6:  Rent  supplements 

Section  322-6  amends  Section  101(1)  of  the  Housing  and  Urban 
Development  Act  of  1965  to  simplify  the  Secretary's  authority  to 
increase  Federal  payments  to  assisted  Rent  Supplement  projects. 

A  brief  history  and  description  of  section  101(1)  would  be  helpful. 
Section  203  of  the  Housing  and  Community  Development  Amend- 
ments of  1979  gave  HUD  discretionary  authority  to  amend  existing 
Rent  Supplement  contracts.  Among  other  things,  amendments 
were  intended  to  provide  an  additional  source  of  funding  to  help 
meet  rent  increases  in  assisted  projects.  Existing  law,  as  added  by 
the  1979  legislation,  provides  that  funding  for  amendments  is  to 
come  from  contract  authority  provided  under  Section  5(c)  of  the 
United  States  Housing  Act  of  1937,  and  requires  that  the  tenant 
portion  of  the  rent  payment  in  a  project  having  its  contract  amend- 
ed is  to  be  determined  as  if  the  unit  were  assisted  under  Section  8 
of  the  1937  Act. 

Section  322-6  of  the  Housing  and  Community  Development  Act 
of  1980  modified  the  1979  amendment  to  require  to  offer  to  amend 
all  Rent  Supplement  contracts  within  a  four-year  period.  It  also 
added  a  provision  requiring  owners  of  Rent  Supplement  units  for 
which  the  contract  was  amended  to  maintain  the  low-  and  moder- 
ate-income character  of  the  units  for  the  original  40-year  term. 
Under  the  proposed  amendment,  both  these  elements  of  the  1980 
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amendment  would  be  deleted.  In  addition,  the  requirement  relating 
to  determinination  of  tenant's  portion  of  the  rent  pursuant  to 
Section  8,  and  references  to  contract  amendments,  would  also  be 
deleted.  Following  these  amendments  funds  based  on  Section  5(c) 
authority  would  nonetheless  be  available  so  that  they  could  be 
added  to  existing  Rent  Supplement  assistance. 

Repeal  of  the  1980  amendments  is  central  to  dealing  with  fund- 
ing shortfalls  caused  by  the  existing  statute's  failure  to  provide  for 
increased  project  costs  in  the  Rent  Supplement  program.  It  would 
also  reduce  the  long-range  funding  obligations  of  the  Federal  gov- 
ernment. The  Rent  Supplement  amendment  approach  (under  the 
1980  amendment)  would  retain  long-term  funding  commitments 
under  the  program — up  to  33  years  in  some  cases — while  requiring 
periodic  "piggybacking"  of  additional  Section  5(c)  assistance  as  pro- 
ject costs  increased. 

HUD  intends  to  offer  to  convert  Rent  Supplement  contracts  to 
Section  8  assistance.  Since  the  Section  8  contracts  would  be  for 
permitting  the  rescission  of  outstanding  Rent  Supplement  con- 
tracts, with  budget  authority  savings  of  an  estimated  $1,070  billion. 
Temporarily,  until  all  Rent  Supplement  contracts  are  converted 
(and  in  situations  where  conversion  is  not  feasible  or  appropriate), 
deobligated  Rent  Supplement  contract  authority,  Troubled  Projects 
(Flexible  Subsidy)  funds  and  authority  under  Section  5(c)  of  the 
1937  Act  should  be  used  to  alleviate  the  shortfall. 

As  noted  above,  the  provision  will  also  delete  the  requirement 
that  units  the  contracts  for  which  are  amended  be  kept  as  low-  and 
moderate-income  housing  for  the  original  Rent  Supplement  con- 
tract term.  It  is  expected  that  very  few,  if  any,  contracts  will  be 
substantively  amended,  rather  than  merely  being  supplemented  by 
using  Section  5(c)  authority.  Failure  to  eliminate  this  requirement 
would  leave  those  few  (if  any)  owners  whose  contracts  are  amended 
in  the  position  of  assuring  that  the  units  will  be  there  for  30  years 
or  more  while  the  Federal  funding  is  uncertain.  This  would  be  the 
case  notwithstanding  the  fact  that  a  project  contract,  once  amend- 
ed, had  its  units  subsequently  converted  to  Section  8.  This  result  is 
manifestly  unfair  and  could  result  in  project  default,  with  conse- 
quent drain  on  the  FHA  insurance  funds. 

Section  322-7:  Disposal  of  HUD  owned  projects 

Section  322-7  instructs  the  Secretary  to  utilize  tenant  co-ops  in 
the  disposition  of  HUD-owned  property  to  as  great  a  degree  as 
possible. 

Section  322-8:  235  Amendments 

The  Housing  and  Community  Development  Act  of  1980  provided 
a  mechanism  for  the  recapture  of  a  portion  of  assistance  payments 
made  to  homeowners  under  the  Section  235(i)  and  235(q)  programs. 
The  recapture  provisions,  contained  in  Sections  235(c)(2)(A)  and 
235(q)(14),  authorize  capture  if:  (1)  the  property  is  disposed  of,  (2) 
the  property  is  rented  out  for  more  than  a  year,  or  (3)  the  home- 
owner fails  to  make  his  mortgage  payments  for  90  days  or  more. 

Section  322-8  eliminates  the  requirement  that  HUD  recapture 
assistance  received  under  the  235(i)  and  235(q)  programs  in  those 
cases  where  the  homeowner  is  in  default  for  failure  to  make  the 
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mortgage  payments  for  a  period  of  90  days  or  more.  It  leaves  in 
effect  the  requirement  that  assistance  be  recaptured  where  the 
homeowner  disposes  of  the  property,  or  rents  the  property  for  a 
period  longer  than  one  year. 

The  Section  235  program  is  intended  to  assist  lower-income 
people  by  providing  homeownership  opportunities.  It  is  impractical 
to  trigger  recapture  solely  because  a  Section  235  homeowner  is 
experiencing  financial  difficulties  which  may  be  temporary  or  cur- 
able. Substantial  numbers  of  delinquent  235  mortgages  are  rein- 
stated prior  to  foreclosure.  Since  Section  235  payments  are  not 
terminated  unless  foreclosure  procedures  have  been  initiated,  when 
a  mortgage  is  reinstated  payments  continue  during  the  period  of 
default  and  after  reinstatement.  Consequently,  under  the  90-day 
recapture  provision,  if  a  mortgage  is  reinstated,  HUD  will  be  in  the 
anomalous  position  of  paying  235  assistance  while  simultaneously 
requiring  repayment  of  past  assistance  payments.  If  a  mortgage  is 
not  reinstated,  foreclosure  will  follow  and,  even  without  the  90-day 
provision,  recapture  will  be  triggered  since  the  homeowner  has 
"disposed"  of  the  property,  although  unwillingly. 

Finally,  this  specific  recapture  provision  is  extremely  difficult 
and  expensive  to  administer.  Default  data  for  the  existing  235(i) 
program  indicates  that,  at  any  given  time,  there  are  approximately 
5,000  mortgages  which  are  in  default  for  90  days  or  more.  Deter- 
mining the  amount  to  be  recaptured  requires  an  appraisal;  HUD's 
field  offices  are  not  satisfied  to  meet  this  increase  in  workload. 
Recaptures  triggered  when  a  mortgagor  rents  out  his  home  for  over 
a  year  are  relatively  rare  and  can  be  more  easily  handled  by 
HUD's  existing  staff. 

Section  322-8  also  amends  Section  235(h)(1)  to  prohibit  new  con- 
tracts for  assistance  payments  after  September  30,  1981,  except 
pursuant  to  any  type  of  pledge  given  before  the  end  of  fiscal  year 
1981  to  a  builder  or  homebuyer  that  235  funds  would  be  available. 
This  will  assure  the  orderly  obligation  of  additional  assistance 
authority  provided  in  HUD's  fiscal  year  1981  appropriations  Act. 

Section  322-9:  Restriction  on  use  of  assisted  housing 

Section  322-9  prohibits  giving  rental  assistance  to  any  illegal 
alien.  In  view  of  the  limited  amount  of  federal  housing  funds 
available  for  assisting  the  needy  and  the  fact  that  many  eligible 
citizens  cannot  be  assisted  within  available  appropriations,  it  is 
unfair  to  assist  illegal  aliens. 

Section  322-10:  Payment  for  development  managers 

Section  322-10  instructs  HUD  to  develop  a  sliding  scale  of  allow- 
able payments  for  development  managers  of  new  public  housing 
projects.  This  should  increase  the  current  level  of  0.5  percent  of 
total  project  costs  to  a  reasonable  amount  for  small  projects. 

Section  322-1 1(a):  Review  of  operating  subsidy  formula  review 

Section  322-1 1(a)  instructs  the  Secretary  to  review  the  adminis- 
tration of  the  operating  subsidy  program  and  report  to  Congress  on 
new  formula  options  which  will  promote  good  management,  full 
rent  collection  and  improved  maintenance  of  projects  developed 
under  the  United  States  Housing  Act  of  1937.  HUD's  recommenda- 
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tions  should  also  reflect  the  housing  authorities'  ability  to  control 
various  costs  and  their  resulting  base  funding  needs.  Underfunding 
can  be  short  sighted  if  further  public  housing  modernization  needs 
result  from  inadequate  maintenance,  security  or  other  manage- 
ment efforts  increase  substantially  as  a  result. 

The  Committee  is  concerned  by  the  deterioration  in  the  financial 
position  of  both  urban  and  smaller  housing  authorities,  as  several 
authorities  are  on  the  verge  of  bankruptcy.  The  extent  to  which 
authorities'  financial  plight  is  caused  by  inadequate  total  operating 
subsidies,  inadequacies  in  the  performance  funding  system  or  man- 
agement problems  is  unclear.  However,  the  performance  funding 
system  apparently  does  not  adequately  reflect  cost  increasing  fac- 
tors common  to  large  cities,  such  as  neighborhood  decline,  vandal- 
ism, obsolete  building  designs  and  a  high  degree  of  unionism.  In 
view  of  these  factors  as  well  as  a  lack  of  flexibility  to  deal  with 
unique  local  needs,  and  the  seriousness  of  authorities'  financial 
plight,  HUD  must  assess  these  claims  with  particular  thorough- 
ness. 

Finally,  the  lack  of  continuity  and  predictability  of  operating 
subsidy  levels  appears  to  lead  to  inefficient  management  practices 
as  a  result  of  reduced  capacity  to  plan  realistically.  HUD  should 
explore  alternatives  for  increasing  the  predictability  of  the  flow  of 
operating  subsidies  while  at  the  same  time  rewarding  good  man- 
agement. 

Section  322-1 1(b):  Feasibility  report  on  provisions  of  computer  sys- 
tems in  PHA 's 

Section  322-1 1(b)  requires  the  Secretary  to  examine  and  report  to 
Congress  on  the  feasibility  of  HUD  developing  and  maintaining  the 
computer  software  for  the  HUD  reporting  component  of  public 
housing  agency  information  management  systems. 

Presently,  PHA's  are  computerizing  their  information  manage- 
ment systems.  Although  they  are  subject  to  the  same  federal  re- 
porting requirements  and  therefore  could  use  the  same  program, 
they  now  must  purchase  these  programs  individually.  Contracts 
generally  prohibit  PHA's  from  sharing  or  selling  programs  to 
others. 

The  committee  expects  the  feasibility  report  to  determine  the 
likelihood  that  computer  systems  developed  by  HUD  can  be  easily 
adopted  for  use  by  individual  PHA's  and  the  cost-effectiveness  and 
advisability  of  developing  computer  software  which  is  compatible 
with  various  computer  systems  languages  and  which  can  be  inte- 
grated into  the  software  packages  of  PHA's  which  already  have 
computer  systems,  or  those  which  are  planning  such  systems. 

Section  822-12:  Incentives  for  energy  efficiency  in  assisted  housing 
projects 

Section  322-12  amends  section  201  of  the  Housing  and  Communi- 
ty Development  Amendments  of  1978  to  provide  an  incentive  for 
operators  of  assisted  housing  projects  to  make  these  projects  energy 
efficient  to  the  greatest  extent  possible.  When  rental  increases  are 
requested  by  the  mortgagor,  the  Secretary  must  first  assess  the 
extent  to  which  the  requested  rent  increases  result  from  increased 
utility  costs  and  the  degree  to  which  the  owner  has  taken  steps  to 
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decrease  energy  consumption.  The  Secretary  could  approve  less 
than  the  full  increase.  The  purpose  is  to  encourage  owners  to  avail 
themselves  of  reasonable,  cost-effective  actions  to  mitigate  utility 
costs.  The  amendment  would  also  give  the  Secretary  the  authority 
to  provide  financial  assistance  to  owners  in  order  to  make  their 
projects  energy  efficient. 

Section  322-13  recognizes  the  Kansas  Department  of  Economic 
Development  as  a  public  housing  agency. 

The  members  of  the  Senate  understand  that  the  Department  of 
Housing  and  Urban  Development  is  proceeding  with  a  study  on  1) 
the  direct  and  indirect  Government  costs  on  a  per-unit  basis  of 
providing  housing  under  the  three  major  Federal  rental  housing 
assistance  programs;  2)  the  least  expensive  means  of  federally  fi- 
nancing section  8  projects;  and  3)  any  additional  Federal  resources 
that  will  be  required  to  protect  the  government's  current  invest- 
ment in  already  subsidized  Federal  housing  projects.  The  Banking 
Committee  expects  to  use  the  results  of  such  a  study  in  its  future 
continuing  review  and  improvement  of  housing  programs.  In  view 
of  HUD's  current  activities  the  Senate  decided  that  a  statutory 
requirement  for  this  study  is  not  needed. 

SUBPART  III — PROGRAM  AMENDMENTS  AND  EXTENSIONS 

Section  323-1:  Research  authorizations 

Section  323-1  of  the  bill  amends  section  501  of  the  Housing  and 
Urban  Development  Act  of  1970  to  authorize  $35  million  for  fiscal 
year  1982  and  $35,000,000  for  fiscal  year  1983  for  the  Research  and 
Technology  Program. 

HUD  research  activities  continue  to  serve  as  a  national  focal 
point  for  research,  analysis,  data  collection,  and  dissemination  on 
housing  and  community  development  subjects.  In  1982,  the  pro- 
gram will  be  structured  so  that  it  becomes  a  major  resource  for 
development  of  policies  to  reform  and  simplify  programs  and  to 
identify  more  cost-effective  ways  to  meet  the  needs  of  our  commu- 
nities. Priority  areas  of  study  will  include: 

1.  Strategies  for  reducing  expenditures  for  assisted  housing 
through  (A)  program  reform  and  simplification,  (B)  utilization  of 
innovative  programs,  and  (C)  more  efficient  provisions  of  housing 
and  services  for  special  users,  such  as  the  elderly  and  handicapped. 

2.  Analyses  of  new  or  improved  alternatives  for  urban  economic 
development,  including  the  role  of  small  businesses,  regulatory  and 
tax  reform,  direct  subsidies,  public  finance  and  tax  policy,  changes 
in  capital  investment  by  cities,  and  the  impact  of  Federal  tax  and 
grant  policies  on  central  cities. 

3.  Ways  to  reduce  the  component  costs  of  housing  (costs  of  devel- 
oping, building,  financing,  and  operating)  and  to  be  more  efficient 
in  helping  lower  income  people  afford  housing  through  subsidy 
programs. 

4.  Analysis  of  the  relationship  between  tax  policies  and  housing, 
assessment  of  alternative  housing  finance  mechanisms  (such  as 
alternative  mortgage  instruments),  financial  institution  regulation 
and  reform,  and  alternative  tax  and  other  financial  incentives  for 
housing. 
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5.  Issues  of  economic  and  racial  freedom  of  choice  and  how 
changes  in  demographics  may  affect  trends  in  location  patterns. 

6.  Identification  of  strategies  successfully  used  by  neighborhood 
organizations  and  local  governments  to  preserve  neighborhoods  by 
preventing  or  reversing  decline. 

7.  Encouragement  of  the  development  of  better  means  for  the 
management  of  communities  and  the  delivery  of  local  government 
services,  together  with  the  dissemination  and  sharing  of  those  con- 
cepts among  local  officials. 

Section  323-2:  Property  improvement  and  manufactured  home  loans 

Section  323-2  increases  maximum  loan  limits  on  property  im- 
provement loans  from  $15,000  to  $17,500  for  existing  single-family 
structures  or  manufactured  homes.  With  respect  to  structures  used 
or  to  be  used  as  an  apartment  building  or  a  dwelling  for  two  or 
more  families,  subsection  (b)(1)(B)  raises  property  improvement 
loan  limits  from  $37,500  to  $43,750,  with  a  maximum  average 
amount  of  $8,750  per  family  unit.  The  maximum  loan  limit  on 
property  improvement  for  single-family  homes  was  last  increased 
in  the  Housing  and  Community  Development  Act  of  1977.  Loan 
limits  and  terms  for  multi-family  property  improvement  were  last 
increased  as  part  of  the  Housing  and  Community  Development 
Amendments  of  1978.  Higher  loan  limits  are  needed  to  enable  the 
program  to  keep  up  with  increased  costs  and  to  permit  title  I  to  be 
used  more  effectively  by  section  8  Moderate  Rehabilitation  projects. 

The  section  also  provides  more  liberal  loan  limits  for  property 
improvement  projects  involving  solar  energy.  Loans  up  to  $20,000 
are  authorized  in  connection  with  projects  involving  a  single-family 
structure,  and  up  to  $50,000  (with  a  maximum  of  $10,000  per  unit) 
in  connection  with  an  apartment  house  or  dwelling  for  two  or  more 
families.  These  limits  are  a  means  of  encouraging  the  installation 
of  solar  energy  features. 

The  term  "developed  lot"  is  defined  to  include  an  interest  in  a 
condominium  project  (including  common  areas)  or  a  share  in  a 
cooperative  area.  Also,  loans  to  finance  the  purchase  of  a  manufac- 
tured home  can  include  garages,  porches,  or  other  comparable 
appurtenances. 

Finally,  subsection  2(b)  of  current  law  is  amended  to  authorize 
the  owner  of  a  manufactured  home  lot  purchased  without  title  I 
assistance  but  otherwise  meeting  the  requirements  of  title  I  to 
refinance  the  lot  in  connection  with  the  purchase  of  a  manufac- 
tured home  insured  under  title  I.  The  borrower  is  required  to 
clarify  that  the  home  and  lot  is  or  will  be  his  or  her  principal 
residence  within  six  months  after  the  date  of  the  loan. 

This  amendment  corrects  a  limitation  in  existing  law  which  re- 
stricts participation  in  the  combination  loan  program  to  those  who 
are  purchasing  both  a  manufactured  home  and  lot.  This  change 
will  necessitate  additional  instructions  to  all  title  I  lenders  to 
assure  that  any  lot  being  refinanced  meets  acceptable  standards  as 
a  manufactured  home  site. 

Section  323-2  retains,  with  only  minor  technical  amendments,  all 
other  restrictions  and  conditions  on  title  I  loans  set  out  in  existing 
section  2(b)  of  the  National  Housing  Act. 
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Section  323-3:  Manufactured  home  condominiums 

Section  323-3  amends  section  234(a)  of  the  Act  to  include  mobile 
homes  or  mobile  homes  and  lots. 

Section  323-6:  Neighborhood  Reinvestment  Corporation 

Section  323-6  amends  Section  608(a)  of  the  Housing  and  Commu- 
nity Development  Amendments  of  1978  to  include  $14,950,000  in 
authority  for  fiscal  year,  1982  and  the  same  amount  for  fiscal  year 
1983  for  the  Neighborhood  Reinvestment  Corporation. 

Section  323-7:  Model  zoning  code 

Section  323-7  instructs  the  Secretary  to  develop  a  model  manu- 
factured housing  zoning  code  for  use  by  local  authorities.  This 
provision  reflects  the  Committee's  view  that  many  local  zoning 
ordinances  discriminate  against  manufactured  housing  and  that 
the  development  of  a  model  code  will  encourage  more  reasonable 
regulation. 

Section  323-8:  Lower  cost  technology 

Section  323-8  instructs  HUD  to  develop  a  program  demonstrat- 
ing use  of  lower  cost  building  technology  on  inner  city  vacant  land. 

Section  323-9:  Compilation  of  basic  laws 

Section  323-9  directs  HUD  to  publish  a  new  edition  of  the  basic 
laws  reflecting  changes  and  additions  necessitated  by  this  Act.  This 
shall  include  annotations  reflecting  periodic  changes  to  basic  laws 
and  a  description  of  provisions  which  are  replaced  or  amended. 
This  publication  must  be  ready  within  180  days  after  enactment  of 
this  Act.  A  revised  edition  shall  be  published  within  180  days  of 
any  later  housing  and  community  development  housing  authoriza- 
tion. 

Section  323-10:  Usury  provision 

Section  323-10  corrects  a  legislative  oversight  of  last  year  which 
preempted  state  usury  law  provisions  for  homeowner-financed  sales 
of  single  family  homes  and  manufactured  homes.  Because  many 
states  do  not  define  manufactured  homes  as  real  estate,  the  provi- 
sions in  last  year's  law  did  not  cover  them. 

Section  323-11:  National  Consumer  Cooperative  Bank 

Section  323-11  of  the  bill  provides  for  the  continuation  of  the 
National  Consumer  Cooperative  Bank  as  a  shell  with  the  remain- 
ing authority  limited  to  receiving  existing  loans  and  selling  its 
stock. 

S.  935  was  introduced  at  the  request  of  the  Administration.  The 
bill  would  have  terminated  the  National  Consumer  Cooperative 
Bank.  The  Committee  amended  the  Administration's  bill  so  that 
the  Bank's  charter  continues  and  the  Bank  will  operate  as  a  shell 
only  to  service  existing  loans  and  sell  its  own  stock.  The  Bank  may 
not  make  any  new  commitments  for  loans  or  guarantees  and  its 
authority  to  issue  any  obligations  is  likewise  revoked.  Any  other 
activity  currently  engaged  in  by  the  Bank  beyond  servicing  exist- 
ing loans  and  existing  stock  must  cease  on  the  effective  date  of  this 
legislation. 
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The  amounts  received  by  the  Bank  in  accordance  with  the  terms 
of  previously  issued  loans  must  be  paid  into  the  Treasury  of  the 
United  States  within  30  days  of  receipt.  The  Comptroller  General  is 
required  to  determine  the  amount  of  annual  operating  expenses 
which  the  Comptroller  deems  necessary  for  the  Bank  to  carry  out 
its  newly  restricted  activities  and  is  authorized  to  permit  the  Bank 
to  retain  such  amounts  from  the  payments  on  existing  loans.  How- 
ever, the  amounts  retained  as  operating  expenses  shall  not  exceed 
the  estimated  cost  of  terminating  the  Bank  in  1981.  Thus  the 
annual  operating  expenses,  including  losses  from  loan  defaults,  of 
the  Bank  for  each  year  shall  not  be  more  than  the  costs  that  would 
have  been  incurred  in  that  year  if  the  Administration's  bill  termi- 
nating the  Bank  had  been  enacted  in  1981,  and  the  total  operating 
expenses  for  all  years  combined,  including  losses  from  loan  default, 
shall  not  exceed  the  total  estimated  cost  of  terminating  the  Bank 
in  1981  under  the  Administration's  bill.  The  Congressional  Budget 
Office  and  the  Office  of  Management  and  Budget  have  both  pre- 
pared preliminary  estimates  of  those  costs  which  the  Comptroller 
should  review  prior  to  preparing  its  definitive  cost  estimate.  The 
Comptroller  should  also  obtain  guidance  from  Treasury  as  to  the 
management  decisions  which  Treasury  would  have  implemented  in 
terminating  the  Bank  under  the  Administration's  bill  in  order  to 
more  accurately  estimate  the  costs  of  termination. 

The  Committee  recognizes  consumer  cooperatives  to  be  a  viable 
way  for  people  to  meet  their  needs  and  minimize  the  impact  of 
inflation  without  the  assistance  of  the  Federal  government.  Due  to 
the  need  to  curb  Federal  spending,  the  Bank's  charter  is  preserved 
in  such  a  way  as  to  have  no  budgetary  impact.  The  Committee  does 
encourage  the  private  sector  to  purchase  stock  in  the  Bank,  and  in 
preparation  for  a  privately  capitalized  bank,  the  Committee  also 
amends  the  Bank  Act  so  that  all  types  of  housing  cooperatives 
existing  on  March  21,  1980  are  eligible  for  Bank  loans. 

Section  323-12:  Rescission  of  1981  authority 

Section  323-12  rescinds  authority  of  the  Secretary  to  obligate 
$5,552,000,000  of  budget  authority  for  fiscal  year  1981.  This  action 
conforms  with  instructions  to  this  committee  under  terms  of  the 
Senate's  second  concurrent  resolution  on  the  fiscal  year  1981 
budget. 

Section  323-13:  Mortgage  insurance  for  hospitals 

Section  323-13  amends  provisions  in  the  1979  Housing  and  Com- 
munity Development  Amendments  which  allowed  certain  hospitals 
to  use  combination  financing  if  they  had  submitted  an  application 
for  FHA  insurance  by  June  7,  1979.  The  amendment  gives  these 
hospitals  the  opportunity  to  modify  mortgage  amount  provided  the 
Secretary  approves  any  change  and  the  application  for  a  modifica- 
tion is  submitted  within  2  years. 

SUBPART  IV — MULTIFAMILY  MORTGAGE  FORECLOSURE 

The  Multifamily  Mortgage  Foreclosure  Act  of  1981  contained  in 
Subpart  IV  of  the  bill  creates  a  nonjudicial  foreclosure  remedy  for 
multifamily  residential  and  nonresidential  mortgages  held  by  the 
Secretary  of  Housing  and  Urban  Developmnt  pursuant  to  title  II  of 
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the  National  Housing  Act  or  section  312  of  the  Housing  Act  of 
1964.  This  remedy  is  available  for  use  by  the  Secretary  in  connec- 
tion with  any  mortgage  covering  multifamily  and  nonresidential 
projects — irrespective  of  its  date  of  execution — (1)  which  is  held  by 
the  Secretary  in  connection  with  a  loan  under  section  312  of  the 
Housing  Act  of  1964  or  (2)  which  was  previously  insured  under  title 
II  of  the  National  Housing  Act  and  which  has  been  acquired  and  is 
being  held  by  the  Secretary  by  reason  of  assignment  or  otherwise, 
or  which  the  Secretary  holds  following  acquisition  and  subsequent 
transfer  of  the  property  pursuant  to  a  purchase  money  mortgage 
agreement. 

The  procedure  contemplated  is  similar  to  the  "deed  of  trust" 
foreclosure  approach  used  in  approximately  half  of  the  States.  The 
title  is  procedural  only  and  is  not  intended  to  affect  substantive 
rights  except  as  explicitly  set  out  in  the  bill.  To  the  extent  that  a 
mortgagee  has  equitable  defenses,  the  mortgagee  is  free  to  seek 
injunctive  relief  against  foreclosure  in  the  courts. 

This  measure  is  of  special  importance  to  HUD's  multifamily 
mortgage  insurance  and  rehabilitation  loan  programs.  Lengthy 
delays  in  foreclosing  defaulted  mortgages  caused  by  excessive  fore- 
closure periods  in  some  States  increase  the  risk  of  property  deterio- 
ration, vandalism  and  waste.  The  resulting  loss  to  HUD  (including 
its  mortgage  insurance  funds)  and  the  taxpayer  in  terms  of  reha- 
bilitation costs  and  increased  management  and  holding  expenses  is 
substantial.  Moreover,  these  conditions  impose  a  severe  hardship 
on  the  tenants  of  affected  projects  and  on  the  neighborhoods  in 
which  the  projects  are  located.  The  proposed  legislation  would  ame- 
liorate this  situation  by  providing  an  efficient,  equitable  and,  most 
important,  relatively  expeditious  nonjudicial  foreclosure  remedy. 

The  availability  of  an  expeditious  foreclosure  remedy  also  pro- 
vides HUD  with  the  flexibility  needed  to  deal  with  defaulted  multi- 
family  mortgages  in  a  manner  designed  to  promote  the  best  inter- 
ests of  the  owners  and  residents  of  the  projects  involved,  the  gov- 
ernment and  the  communities  in  which  the  security  properties  are 
located.  In  certain  instances,  some  delay  in  instituting  foreclosure 
proceedings  would  give  a  deserving  mortgagor  the  opportunity  to 
bring  the  mortgage  current  or  cure  a  nonmonetary  default,  thereby 
ensuring  that  the  interests  of  the  mortgagor,  the  tenants  and  the 
government  are  best  served.  The  expeditious  foreclosure  remedy  in 
the  bill  permits  such  a  delay  while  at  the  same  time  assuring  that, 
if  a  relatively  brief  delay  is  later  found  not  to  have  been  warrant- 
ed, the  mortgage  may  be  foreclosed  in  a  timely  fashion. 

In  addition,  the  nonjudicial  foreclosure  procedure  is  far  less 
costly  then  foreclosures  conducted  under  State  laws  requiring  judi- 
cial process.  The  savings  occasioned  by  this  measure  would  accrue 
not  only  to  the  taxpayers  but  also  to  the  defaulting  property  owner, 
since  foreclosure  costs  are  typically  deducted  from  the  mortgagor's 
share  of  sale  proceeds. 

Finally,  the  proposal  relieves  the  courts  of  the  burden  of  enter- 
taining judicial  foreclosures  of  mortgages  subject  to  the  Act  and, 
since  foreclosures  under  the  Act  would  be  nonjudicial,  the  Depart- 
ment of  Justice  no  longer  would  be  required  to  handle  foreclosures 
of  these  mortgages. 
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The  title  sets  forth  in  detail  the  procedures  to  be  followed  for 
foreclosure.  The  principal  features  of  this  procedure  are: 

The  Secretary  as  holder  of  the  mortgage  designates  a  foreclo- 
sure commissioner  who  is  empowered  to  sell  the  property  in- 
volved in  accordance  with  the  requirements  of  the  Act.  (Sec. 
324-5). 

The  Foreclosure  Commissioner  commences  the  foreclosure 
upon  the  request  of  the  Secretary  where  a  default  or  other 
breach  for  which  foreclosure  is  authorized  by  the  mortgage  or 
applicable  regulatory  agreement  has  occurred.  (Sees.  324-6  and 
324-7). 

The  foreclosure  is  commenced  with  service  of  a  Notice  of 
Default  and  Foreclosure  Sale.  (Sec.  324-8).  The  Notice  sets 
forth  information  relevant  to  the  sale  and  is  published  once  a 
week  for  three  weeks;  sent  by  certified  mail,  return  receipt 
requested,  to  all  lienors  and,  at  least  21  days  prior  to  the  sale, 
to  the  present  and  prior  owners;  and,  in  certain  cases,  posted, 
on  the  property.  (Sees.  324-7  and  324-9). 

Specific  provisions  prescribe  the  conduct  of  the  proceeding 
prior  to  sale,  the  sale  itself,  the  allowance  of  foreclosure  costs, 
the  disposition  of  sale  proceeds,  the  transfer  of  title  and  posses- 
sion, and  the  record  of  foreclosure  and  sale.  (Sec.  324-10 — 324- 
15). 

Since  foreclosure  extinguishes  property  rights,  the  bill  con- 
tains numerous  provisions  to  protect  the  mortgagor  of  the 
property  subject  to  foreclosure  sale,  as  well  as  other  interested 
parties. 

Major  features  include  the  following: 

The  foreclosure  commissioner  has  to  be  responsible,  finan- 
cially sound  and  competent  to  conduct  the  foreclosure.  (Sec. 
324-5). 

The  Secretary  is  guarantor  of  payment  of  any  judgment 
obtained  against  the  foreclosure  commissioner.  (Sec.  324-5). 

The  commissioner  is  specifically  authorized  to  adjourn  or 
cancel  the  sale  if  conditions  are  not  conducive  to  a  sale  fair  to 
the  owner.  (Sec.  324-11). 

Even  if  not  so  provided  in  the  mortgage  instrument,  the 
owner  has  the  right  to  have  the  mortgage  reinstated  one  time 
by  bringing  the  mortgage  current  or  curing  a  nonmonetary 
default;  subsequent  reinstatement  can  be  made  at  the  discre- 
tion of  the  Secretary.  (Sec.  324-10). 

The  provisions  for  publication,  mailing  and  posting  of  the 
Notice  of  Default  and  Foreclosure  Sale  are  extensive  and  thor- 
ough. (Sec.  324-9). 

Foreclosure  by  reason  of  monetary  default  is  generally  based 
only  upon  total  failure  to  meet  an  installment.  (Sec.  324-11). 

No  other  proceeding  to  foreclose  the  mortgage  is  continued 
or  initiated  during  the  pendency  of  a  foreclosure  under  the 
bill.  (Sec.  324-6). 

The  foreclosure  sale  cannot  be  held  within  30  days  of  the 
default  upon  which  foreclosure  is  based.  (Sec.  324-11). 

If,  subsequent  to  commencement  of  a  foreclosure  under  the 
bill,  a  new  commissioner  is  designated  less  than  48  hours  prior 
to  the  time  of  sale,  the  foreclosure  is  terminated  and  must 
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begin  anew;  if  a  new  commissioner  is  designated  more  than  48 
hours  prior  to  the  sale,  foreclosure  continues  unless  the  com- 
missioner finds  that  such  continuation  would  unfairly  affect 
the  interests  of  the  mortgagor.  (Sec.  324-8). 

If  a  sale  is  adjourned  to  another  day,  a  new  Notice  of  Default 
and  Foreclosure  Sale  must  be  served.  (Sec.  324-11). 

The  requirement  that  lienors  of  record  be  notified  gives  op- 
portunity for  the  third  parties  most  likely  to  bid  or  purchase  at 
foreclosure  to  do  so.  (Sec.  324-9). 

The  requirement  that  sale  be  by  public  auction  increases  the 
chances  of  arriving  at  a  sales  price  reflective  of  the  value  of 
the  property.  (Sec.  324-11). 

Costs  are  limited  to  out-of-pocket  expenses  and  such  fees  as 
are  established  by  regulation.  (Sec.  324-12). 
Finally,  the  measure  specifies  that  post-sale  redemption  periods 
under  State  law  do  not  apply  to  mortgages  foreclosed  pursuant  to 
the  Act.  (Sec.  324-14).  This  provision  codifies  existing  practice  in 
the  multifamily  programs.  If  these  redemption  periods — up  to  18 
months  or  longer  in  some  States — were  applied  to  these  mortgages, 
salability  of  the  properties  involved  would  be  seriously  impaired 
and  their  rehabilitation  and  improvement  discouraged.  Such  a 
result  would  increase  the  Federal  financial  exposure  and  frustrate 
achievement  of  the  programs'  objectives  and  the  national  housing 
goals. 

This  legislation  is  of  special  importance  to  HUD's  multifamily 
housing  programs,  since  it  helps  remedy  lengthy  State  foreclosure 
procedures  which  have  caused  substantial  losses  to  the  government 
and  the  taxpayer  and  hardship  to  affected  residents  and  neighbor- 
hoods. In  addition,  because  of  the  expeditious  foreclosure  procedure 
contemplated  by  the  bill,  HUD  has  flexibility  to  deal  with  de- 
faulted multifamily  mortgages  in  a  manner  designed  to  promote 
the  best  interests  of  the  owners  and  residents  of  affected  projects, 
HUD  and  the  communities  in  which  the  security  properties  are 
located. 

Of  course,  since  foreclosure  extinguishes  property  rights,  the  in- 
terest of  the  owner  and  other  concerned  parties  deserve  the  fullest 
protection  possible.  As  outlined  above,  the  bill  contains  extensive 
provisions  to  assure  that  all  parties  concerned  are  treated  as  fairly 
as  possible. 

SUBPART  V — RURAL  HOUSING 

Subpart  V  reauthorizes  for  one  year  the  Farmers  Home  Adminis- 
tration's rural  housing  programs  at  funding  levels  requested  by  the 
Administration.  The  Administration  has  requested  small  reduc- 
tions from  1981  levels  (Section  325-1). 

The  Committee  received  the  rural  housing  proposals  too  late  to 
conduct  any  major  review  of  the  program's  objectives  and  oper- 
ations prior  to  the  May  15  deadline.  As  a  consequence,  the  Commit- 
tee has  not  proposed  any  major  substantive  changes.  Of  the  few 
made,  the  first  would  remove  mandatory  requirements  that  inter- 
est credit  subsidies  be  provided  on  FmHA  loans  to  low-  and  moder- 
ate-income families  (Section  325-3).  In  its  place  the  Secretary  of 
USDA  is  granted  discretionary  authority  to  designate  recipients  of 
such  subsidies.  Such  authority  allows  the  Secretary  to  target  subsi- 
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dies  to  low-income  families  to  eliminate  subsidies  to  middle-income 
families.  This  is  consistent  with  the  Committee's  overall  objective 
of  favoring  those  most  needy.  The  bill  also  repeals  the  current 
definition  of  low-income  as  80  percent  of  area  median  income  and 
grants  the  Secretary  of  USDA  discretionary  authority  to  establish 
income  definitions  within  the  context  of  the  low-income  housing 
objectives  of  the  Act  (Section  325-2).  While  elsewhere  in  this  bill, 
the  Committee  has  defined  low-income  as  50  percent  of  median, 
sufficient  questions  were  raised  about  the  potential  impact  of  the 
FmHA  programs  to  suggest  that  such  a  fixed  target  may  be  insuffi- 
cient in  some  areas  of  the  country  while  too  high  in  others  and 
may  work  injustices  on  large  families.  The  Committee  has  included 
this  amendment  reluctantly  and  intends  to  carefully  review  the 
effect  of  the  amendment  over  the  next  year. 

This  issue  and  others  will  be  examined  by  a  major  study  the 
Committee  has  requested  (Section  325-4).  It  will  be  the  basis  for 
the  Committee's  examination  of  FmHA  policy  and  practices.  Five 
years  have  elapsed  since  this  Committee  examined  the  rural  hous- 
ing programs.  During  the  course  of  the  summer,  the  Rural  Housing 
Subcommittee  will  conduct  an  extensive  review  of  the  programs 
and  make  recommendations  to  the  Senate  in  our  next  authoriza- 
tion cycle.  The  extensive  data  requested  in  the  bill  will  assist  the 
Committee  in  its  review. 

SUBPART  VI — MISCELLANEOUS 

Section  326-1  applies  to  Hawaiian  thrift  institutions  unintention- 
ally disadvantaged  by  the  reserve  transition  rule  of  the  Depository 
Institutions  Deregulation  and  Monetary  Control  Act.  The  Monetary 
Control  Act  provides  a  special  five-year  delay  for  Hawaiian,  State- 
chartered  institutions  prior  to  the  start  of  an  eight-year  phase-in  of 
reserve  requirements.  While  this  special  transition  rule  was  en- 
acted in  recognition  of  capital  shortage  problems  in  Hawaii  and  its 
limited  impact  on  the  Fed's  monetary  policy,  Hawaii's  federally 
chartered  thrift  institutions  are  unable  to  enjoy  the  same  provi- 
sions of  the  special  transition  rule  under  which  Hawaii's  larger 
State-chartered  banks  and  thrift  institutions  now  operate. 

Initially,  the  reserve  requirement  section  of  the  Monetary  Con- 
trol Act  was  drafted  to  apply  only  to  commercial  banks.  Thus,  the 
special  transition  rule  also  only  applied  to  non-Fed  member  com- 
mercial banks  in  Hawaii.  However,  during  the  final  stages  of  this 
legislation,  the  Senate-House  Conference  Committee  extended  the 
reserve  requirements  and  transition  rules  to  all  financial  institu- 
tions without  also  expanding  the  Hawaiian  transition  rule.  Accord- 
ingly, Hawaii's  thrift  institutions  are  required  to  meet  the  phase-in 
reserve  requirements,  which  places  them  at  a  distinct  disadvantage 
compared  to  Hawaii's  State-chartered  banks. 

Unfortunately,  there  was  little  time  to  review  this  action  before 
final  passage  of  the  Monetary  Control  Act  and,  thus,  the  six  largest 
savings  and  loan  associations  and  a  number  of  credit  unions  in 
Hawaii  were  required  to  hold  reserves,  contrary  to  the  legislative 
history  and  the  initial  intent  of  the  Monetary  Control  Act. 

As  a  result  of  these  reserve  requirements,  Hawaii's  six  largest 
savings  and  loan  associations  will  be  holding  approximately 
$44,820,000  in  reserves  by  the  end  of  the  five-year  transition  period. 
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These  reserve  requirements  would  remove  $33,580,000  from  Ha- 
waii's economy.  Given  the  relatively  small  size  of  Hawaii's  econo- 
my and  the  fact  that  Hawaii  remains  a  capital-short  area,  with- 
drawal of  such  a  significant  amount  of  money  will  have  a  signifi- 
cant, negative  impact  on  the  economy  of  Hawaii. 

In  effect,  the  exclusion  of  Hawaii's  largest  savings  and  loans  and 
credit  unions  from  the  five-year  delay  extended  to  Hawaii's  largest 
banks  creates  the  same  problem  that  the  special  transition  rule 
was  designed  to  avoid.  Not  only  would  the  immediate  phase-in  of 
reserve  requirements  for  these  savings  and  loan  associations  and 
credit  unions  freeze  needed  capital  in  the  State  of  Hawaii,  but  it 
would  also  place  six  of  Hawaii's  savings  and  loan  associations  and 
credit  unions  at  a  competitive  disadvantage  with  State-chartered 
thrifts  and  State-chartered  banks  that  qualify  for  the  five-year 
delay  in  reserve  requirements. 

This  provision  is  supported  by  the  Board  of  Governors  of  the 
Federal  Reserve  System.  Because  of  the  unintended  effects  of  the 
special  transition  rule,  the  Federal  Reserve  in  October  of  1980 
granted  Hawaii's  Federal  savings  and  loan  associations  and  Feder- 
al credit  unions  a  six-month  exemption  from  holding  reserve  re- 
quirements and,  in  March  of  1981,  extended  this  exemption  until 
the  end  of  this  year. 

Despite  the  dramatic  effect  the  additional  reserve  requirements 
would  have  on  the  Hawaiian  economy,  any  effect  on  the  U.S. 
money  supply  would  clearly  be  minimal.  Of  the  approximately  $367 
billion  currently  in  private  checking  accounts  and  public  hands, 
the  $33,580,000  withdrawn  from  Hawaii's  economy  under  the  Mon- 
etary Control  Act  is  an  extremely  small  amount — only  .009  per- 
cent. Removing  this  amount  from  the  Federal  Reserve  Board's 
control  for  the  five-year  transition  period  would  clearly  have  an 
inconsequential  effect  on  its  control  of  the  money  supply. 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rivlin 
Director 


June  16,  1981 


Honorable  Jake  Garn 
Chairman 

Committee  on  Banking,  Housing, 

and  Urban  Affairs 
United  States  Senate 
5300  Dirksen  Senate  Office  Building 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  estimate  of  the 
budget  impact  of  Title  HI,  Part  C  of  the  bill  for  reducing  spending  in 
programs  within  the  jurisdiction  of  the  Senate  Banking,  Housing  and  Urban 
Affairs  Committee.  The  estimates  included  in  the  attached  report  repre- 
sent the  1981-1984  effects  of  the  Committee's  legislative  proposals  relative 
to  the  CBO  baseline  projections.  CBO  understands  that  the  staff  of  the 
Committee  on  the  Budget  will  be  responsible  for  interpreting  how  the 
savings  contained  in  these  legislative  proposals  measure  against  the  budget 
resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further 
details  on  this  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:      Honorable  Harrison  A.  Williams,  Jr. 
Ranking  Minority  Member 
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SENATE  BANKING,  HOUSING  AND  URBAN  AFFAIRS  COMMITTEE  RECONCILIATION  ESTIMATES 
Congressional  Budget  Office 
June  16,  1981 


1981  1982  1983  1984 

(by  fiscal  years,  in  millions  of  dollars) 

Community  Development  Grants 

Budget  Authority  —  -469  -892  -1,257 

Outlays  —  -144  -379  -716 

Rehabilitation  Loan  Fund 

Budget  Authority  —  -137  -147  -156 

Outlays  —  -160  -140  -142 

Urban  Horn  est  eading 

Budget  Authority  —  -22  -12  -13 

Outlays  —  -4  -15  -11 

Comprehensive  Planning  Grants 

Budget  Authority                           —  -35  -38  -40 

Outlays    -32  -33  -37 

Neighborhood  Reinvestment 

Budget  Authority  —  1  —  — 

Outlays  —  1 

Neighborhood  Self-Help  Housing 

Budget  Authority  —  -10  -11  -12 

Outlays  —  -12  -13  -11 

HUD  Research 

Budget  Authority  —  -12  -15  -18 

Outlays  —  -2  -10  -15 

National  Consumer  Cooperative  Bank 

Budget  Authority  —  -129  -139  -146 

Outlays  —  -137  -152  -154 

Subsidized  Housing  Programs 

Budget  Authority    -11,829  -13,870  -15,642 

Outlays  —  -108  -27  -603 

Public  Housing  Operating  Subsidies 

Budget  Authority  —  -35  -101  -198 

Outlays  —  -18  -70  -152 

Troubled  Projects  Subsidies 

Budget  Authority  —  +30  +28  +26 

Outlays  —  —  —  +20 
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GNMA-Special  Assistance  Functions 
Budget  Authority 
Outlays 

Elderly  and  Handicapped  Housing 
Budget  Authority 
Outlays 

Rural  Housing  Insurance  Fund 
Budget  Authority 
Outlays 

Rural  Grants 

Budget  Authority 
Outlays 


+1,771 


-110 
-20 


-123 
+31 


-12 
+208 


-191 
-52 


-130 
+16 


-867 
+176 


-184 
-97 


-165 
-38 


Cap  on  Housing  Programs 
Budget  Authority 
Outlays 


-109 


TOTAL  Changes  from  Baseline  a/ 
Budget  Authority 
Outlays 


■11,109 


-15,536 
-912 


-18,682 
-1,783 


NOTE: 


Subpart  4  of  the  bill  would  establish  uniform  procedures  for  the  foreclosure  of  HUD- 
owned  multifamily  and  nonresidential  mortgages.  Currently,  foreclosures  occur  under 
the  laws  of  the  various  states.  The  budget  impact  of  this  provision  cannot  be 
estimated  at  this  time.  However,  to  the  extent  that  the  new  procedures  prove  more 
expeditious,  federal  expenditures  associated  with  holding  and  managing  the  portfolio 
of  HUD-owned  mortgages  would  be  reduced. 


o  Subpart  6  would  make  reserve  requirements  on  deposits  of  federally-chartered  thrift 
institutions  in  Hawaii  the  same  as  the  requirements  for  Hawaiian  commercial  banks. 
It  is  estimated  that  this  change  to  current  law  would  have  no  direct  impact  on  the 
federal  budget. 

a/  Section  323-12  of  the  bill  would  instruct  the  Secretary  of  HUD  to  not  obligate  or 
expend  $5,552  million  of  budget  authority  provided  for  use  in  1981.  The  staff  of  the 
Budget  Committee  has  determined  that  the  language  contained  in  this  section  is  not 
sufficient  to  credit  the  Banking  Committee  with  a  reduction  in  budget  authority  for 
1981.  The  Budget  Committee  has,  however,  credited  the  Banking  Committee  with 
savings  of  $109  million  in  1981  housing  program  outlays.  The  outlay  impacts  of 
Section  323-12  in  1982  through  1984  are  apportioned  among  HUD  programs  in  a 
manner  consistent  with  assumptions  underlying  Senate  Concurrent  Resolution  9 
(Report  97-28). 


79-757  0-81-18 
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CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rlvlln 
Director 


June  12,  1981 


Honorable  Jake  Garn 
Chairman 

Committee  on  Banking,  Housing, 

and  Urban  Affairs 
U.  S.  Senate 

Washington,  D.  C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  cost  estimate  of 
Title  III,  Part  A  of  the  bill  for  reducing  spending  in  programs  within  the  - 
jurisdiction  of  the  Senate  Banking,  Housing  and  Urban  Affairs  Committee. 
The  estimates  included  in  the  attached  report  represent  the  1981-1986 
effects  on  the  federal  budget  of  the  Committee's  legislative  proposals.  CBO 
understands  that  the  staff  of  the  Committee  on  the  Budget  will  be 
responsible  for  interpreting  how  the  savings  contained  in  these  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc: 


Honorable  Harrison  A.  Williams 
Ranking  Minority  Member 
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Congressional  Budget  Office 
Cost  Estimate 

June  12,  1981 

1.  Bill  Title: 

Omnibus  Reconciliation  Legislation,  Title  III,  Part  A,  Section  301 

2.  Bill  Status: 

As  ordered  sent  to  the  Senate  Budget  Committee  by  the  Senate  Banking,  Housing  and 
Urban  Affairs  Committee  on  June  10,  1981. 

3.  Bill  Purpose: 

To  bring  the  expenditures  authorized  by  the  Senate  Banking,  Housing  and  Urban  Affairs 
Committee  within  the  reconciliation  target  established  by  the  Congress  for  the  Export- 
Import  Bank. 

1.     Cost  Estimate: 

(in  fiscal  year,  in  millions  of  dollars) 
1981  1982  1983  1981  1985  1986 


Export-Import  Bank 
Baseline 

Budget  Authority  7,052.2      5,982.1      5,636.5      6,211.0      6,696.2  6,989.0 

Outlays  2,325.5      2,267.0      2,671.2      3,211.6      3,321.5  3,393.8 

Change  to  Baseline 

Budget  Authority  -139.0     -1,319.0    -1,169.0    -1,578.0    -1,670.0  -1,767.0 

Outlays  -21.1        -110.7        -161.0        -775.1        -797.3  -1,095.9 

Basis  of  Estimate: 


Budget  authority  savings  were  estimated  by  reducing  the  program  limits  included  in  the 
current  policy  baseline  to  the  limits  established  in  this  legislation.  Where  no 
authorization  exists,  savings  were  assumed  to  occur  consistent  with  the  reconciliation 
instructions.  Outlays  were  estimated  using  historical  disbursement  rates. 


6.  Estimate  Comparison:  None. 

7.  Previous  CBO  Estimate:  None. 

8.  Estimate  Prepared  by:  Rita  J.  Seymour  (225-1811). 

9.  Estimate  Approved  by: 

^-James  L.  Blum 

Assistant  Director 
for  Budget  Analysis 
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CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rivlin 
Director 


June  11,  1981 


MEMORANDUM 


TO: 


William  Stringer 

Senate  Budget  Committee 


Chuck  Riemenschneider 
Senate  Budget  Committee 


FROM: 


Patrick  McCam 


SUBJECT:      Urban  Mass  Transportation  Administration  (UMTA) 


The  Senate  Banking,  Housing  and  Urban  Affairs  Committee  on  June  10,  1981 
agreed  to  language  for  the  1982  UMTA  authorization  level — $3.95  billion. 
This  level  of  funding  assumes  a  $210  million  carry  over  of  funds  deferred 
from  1981.  Thus,  total  new  budget  authority  is  $3.74  billion.  The  mark  for 
reconciliation  for  UMTA  is  approximately  $29  million  above  this.  This 
difference  is  attributed  to  the  existing  such  sums  authorization  for  UMTA 
administration.  Therefore,  for  purposes  of  estimating  the  Committee's 
action  a  budget  authority  of  $3,769  billion  was  assumed.  This  is  the  amount 
contained  in  reconciliation.  In  estimating  the  1983  and  1984  effects  it  was 
assumed  (after  discussions  with  the  staffs  of  the  two  committees  involved) 
that  the  reconciliation  amounts  would  be  met.  The  figures  provided  in  the 
charts  below  for  fiscal  years  1983  and  1984  are  based  on  what  is  necessary 
to  meet  reconciliation. 


(by  fiscal  years,  in  millions  of  dollars) 


1982 


1983 


1984 


Baseline 

Budget  Authority 
Outlays 


5,090 
4,090 


5,507 
4,340 


5,914 
4,450 


Reconciliation 
Budget  Authority 
Outlays 


-1,321 
-200 


-1,878 
-735 


-2,514 
-1,410 


Net 

Budget  Authority 
Outlays 


3,769 
3,890 


3,629 
3,605 


3,400 
3,040 
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Regulatory  Impact  Statement 

In  compliance  with  paragraph  11  of  Rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  Committee  makes  the  following  statement 
regarding  the  regulatory  impact  of  the  bill. 

SUBPART  I 

Passage  of  the  proposed  revisions  to  Title  I  of  the  Housing  and 
Community  Development  Act  of  1974  will  substantially  reduce  reg- 
ulatory and  administrative  burdens  on  entitlement  grantees  in  the 
following  ways. 

The  Process  of  Program  Development  and  HUD  Approval. — By 
deleting  the  requirement  for  prior  review  of  CDBG  applications  by 
State  and  Regional  planning  agencies  and  reducing  the  citizen 
participation  process,  there  will  be  substantial  savings  of  time  and 
money  for  grantees.  Extensive  regulations  can  be  eliminated  or 
reduced  to  a  minimum.  In  addition,  the  absence  of  formal  HUD 
review  and  approval,  except  for  the  Housing  Assistance  Plan,  will 
eliminate  the  burden  of  preparing  extensive  narrative  application 
supplements  in  response  to  detailed  questions  raised  by  HUD  re- 
viewers. 

Required  Submissions  to  HUD. — The  substitution  of  a  statement 
of  objectives  and  list  of  activities  for  the  current  rather  detailed 
application  requirements  will  reduce  the  Department's  regulations 
and  the  size  and  complexity  of  documents  submitted  by  grantees. 
The  proposed  legislation  will  also  eliminate  any  requirement  for 
grantees  to  submit  mid-year  application  amendments,  thus  also 
reducing  the  need  for  regulations  concerning  program  amend- 
ments. 

Simplification  of  Eligible  Activity  Requirements. — The  proposed 
revision  to  public  service  eligibility  requirements  will  eliminate 
complex  and  burdensome  work.  For  example,  grantees  will  no 
longer  need  to  seek  funds  from  other  Federal  agencies  before  using 
CDBG  funds  for  public  services,  and  grantees  will  no  longer  be 
constrained  to  provide  services  to  artificially  small  areas.  The  ap- 
plicable regulations  can  therefore  be  reduced. 

Liberalization  of  the  use  of  CDBG  funds  for  economic  develop- 
ment will  permit  grantees  to  work  directly  with  private  businesses. 
The  need  to  carry  out  economic  development  activities  through  a 
local  development  corporation  or  other  conduit  would  be  eliminat- 
ed. 

Small  Cities. — Under  provisions  of  the  proposed  bill  States  will 
have  the  opportunity  to  administer  the  block  grant  program  for 
non-entitled  communities.  For  those  States  which  do  not  so  elect, 
the  Department  will  continue  to  run  the  program. 

Where  HUD  operates  the  program,  the  same  regulatory  reduc- 
tions which  apply  to  the  entitlement  program  will  prevail  for  the 
smaller  communities,  with  one  additional  simplification:  non-enti- 
tled units  of  government  will  not  be  required  to  submit  a  housing 
assistance  plan. 

The  regulatory  impact  for  those  States  electing  to  assume  the 
responsibility  for  administering  the  non-entitled  program  will  of 
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course,  depend  on  how  those  States  elect  to  carry  out  the  program 
for  their  eligible  units  of  government.  In  addition,  some  additional 
Federal  regulation  will  be  necessary  to  implement  the  State  pro- 
gram. 

701  Program. — Section  321-11  of  the  Senate  Bill  repeals  Section 
701  of  the  Housing  Act  of  1954,  since  the  core  function  of  planning 
already  is  eligible  for  funding  under  two  Community  Development 
Block  Grant  Program  eligible  activities.  Regulatory  and  adminis- 
trative requirements  for  the  701  (Planning  Assistance)  Program, 
therefore,  will  be  eliminated. 

Section  312. — Continuation  of  the  Section  312  program  will  not 
have  a  significant  regulatory  impact. 

Urban  Development  Action  Grants. — The  proposed  legislation 
simplified  the  application  requirements  of  the  Urban  Development 
Action  Grant  program.  Current  law  requires  the  applicant  to  de- 
scribe a  concentrated  urban  development  action  program  setting 
forth  a  comprehensive  action  plan  and  strategy  to  alleviate  physi- 
cal and  economic  distress  through  systematic  change.  The  new 
legislation  eliminates  this  requirement,  and  will  thereby  reduce  the 
paperwork  burden  on  applicants.  Under  the  present  statute,  the 
action  program  has  to  be  consistent  with  the  applicant's  communi- 
ty development  program,  housing  assistance  plan,  and,  where  in 
effect,  the  overall  economic  development  plan.  These  requirements 
are  particularly  burdensome  on  small  communities  which  often 
must  expend  time  and  money  developing  community  development 
plans  and  housing  assistance  plans  so  that  they  can  apply  for  an 
Action  Grant.  Consistent  with  other  provisions  of  the  proposed 
legislation,  these  provisions  will  be  deleted. 

Other  simplifications  include  elimination  of  (1)  the  requirement 
for  a  written  citizen  participation  plan;  (2)  the  requirement  that 
HUD  maintain  a  reasonable  balance  among  neighborhood,  com- 
mercial, and  industrial  projects  so  that  local  flexibility  is  increased; 
and  (3)  the  requirement  that  the  Secretary  of  Housing  and  Urban 
Development  consult  with  other  Federal  agencies  before  providing 
assistance  for  business  loans  or  industrial  development. 

SUBPART  II 

Subpart  II  of  the  bill  can  be  expected  to  have  the  following 
impact  on  HUD  program  regulations: 

1.  Section  322-l(c)(3)(C)  requires  the  Secretary  to  accommodate 
the  desires  of  States  and  local  governments  withuregard  to  their 
assisted  housing  mix.  There  is  currently  no  process  for  allocating 
such  funds  to  the  States;  rather,  all  set-asides  for  State  housing 
agencies  must  be  utilized  for  projects  that  are  consistent  with  local 
allocation  plans.  At  the  local  level,  funds  are  allocated  to  allocation 
areas  which  consist  of  one  or  more  counties  with  enough  popula- 
tion and  housing  needs  that  the  allocation  area  will  receive  con- 
tract authority  for  at  least  one  feasible  project.  Implementation  of 
this  provisions  will  require  administrative  modifications  to  the 
fund  allocation  system  to  accommodate  State  and  local  government 
desires,  and  development  of  attendant  regulations  to  implement 
the  system. 

2.  Section  322-9  prohibits  illegal  aliens  from  receiving  housing 
assistance.  HUD  will  be  required  to  revise  its  program  regulations 
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and  procedures  to  seek  citizenship  information  about  all  applicants 
for  its  assisted  housing  programs.  Upon  finding  that  an  applicant  is 
not  a  citizen,  HUD  must  seek  verification  that  the  applicant  is  in 
the  country  legally. 

3.  Section  322-5(a)(l)  prohibits  the  use  of  Section  8  new  construc- 
tion or  substantial  rehabilitation  funds  in  any  locality  which  has 
rent  control  provisions  applicable  to  newly  constructed  or  vacated 
units.  This  provision  requires  that  HUD  establish  regulations  to 
determine  the  applicability  of  local  rent  control  ordinances.  Where 
such  ordinances  do  exist,  HUD  will  also  have  to  modify  the  regula- 
tions which  will  permit  compliance  with  Section  213(d)  of  the  HCD 
Act  of  1974  with  regard  to  the  allocation  of  assisted  housing  re- 
sources. 

4.  Ranking  Section  8  Proposals  on  the  Basis  of  Cost/Other  Cost 
Measure.  One  provision  changes  current  proposal  selection  proce- 
dures, increasing  the  weight  given  to  cost  factors.  More  1  'front-end" 
work  will  be  required  both  of  the  sponsor  and  the  HUD  field  office 
in  order  to  make  this  operable. 

Other  cost  measures  relating  to  use  of  efficiency  units  in  new 
construction  for  the  elderly  and  minimum  room  sizes  will  result  in 
increased  processing  time  for  project  review  and  for  preparing 
advertisements.  It  should  be  noted,  however,  that  the  objective  of 
these  measures  is  to  reduce  costs. 

A  reduction  in  program  regulations  will  result  from  the  imple- 
mentation of  Section  322-2  on  tenant  rental  payments.  Present 
regulations  and  Handbook  instructions  have  been  designed  to  im- 
plement a  complex  system  of  tenant  contributions,  with  different 
rules  in  each  program  for  determining  the  eligibility  of  various 
sources  of  income  and  for  calculating  deductions  for  such  things  as 
medical  care,  child  care,  and  occupational  expenses.  Section  322-2 
will  greatly  simplify  the  determination  of  tenant  rental  payments 
in  a  manner  which  is  administratively  simpler.  As  a  result,  pro- 
gram regulations  and  instructions  will  be  greatly  simplified. 

SUBPARTS  III,  iv,  v 

The  remainder  of  the  bill  will  have  no  substantial  regulatory 
impact. 

Changes  in  Existing  Law 

In  the  opinion  of  the  committee,  it  is  necessary  to  dispense  with 
the  requirements  of  subsection  4  rule  XXIX  of  the  Standing  Rules 
of  the  Senate  in  order  to  expedite  the  business  of  the  Senate. 
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MINORITY  VIEWS  ON  THE  TRANSMITTAL  OF  NON- 
BUDGET  LEGISLATION  TO  THE  BUDGET  COMMITTEE 

In  transmitting  its  budget  reconciliation  report  to  the  Senate 
Budget  Committee,  the  Banking  Committee  decided  to  include  sub- 
stantive legislative  and  program  policy  changes  that  should  not  be 
associated  with  the  reconciliation  process.  We  oppose  the  Commit- 
tee's action  because  we  strongly  believe  this  precedent  subverts  the 
legislative  process  of  the  Banking  Committee  and  of  the  Congress, 
and  undermines  the  integrity  of  the  Congressional  budget  process 
as  provided  in  the  Budget  Reform  Act  of  1974. 

The  Committee  specifically  acted  to  transmit  to  the  Budget  Com- 
mittee legislative  language  incorporating  a  majority  of  the  provi- 
sions in  S.  1197,  the  Housing  and  Community  Development  Amend- 
ments of  1981,  which  passed  the  Senate  on  June  3,  1981.  Omitted 
from  this  language  were  provisions  of  S.  1197  that  would  have 
extended  FHA  insurance  authorities,  increased  manufactured 
home  loan  limits  and  terms,  reauthorized  flood  insurance,  and 
extended  the  National  Institute  of  Building  Sciences.  In  addition, 
the  measure  contains  proposals  involving  banking  law  that  the  full 
Senate  did  not  consider  when  S.  1197  was  approved. 

Although  this  year  is  the  second  time  that  reconciliation  has 
been  used  in  the  budget  process,  it  is  the  first  time  that  the  Senate 
Banking,  Housing  and  Urban  Affairs  Committee  has  been  directed 
to  make  cuts  in  existing  programs  under  its  jurisdiction  by  this 
method.  We  agree  that  we  as  a  Committee  have  the  responsibility 
to  meet  the  Reconciliation  Instructions  by  reducing  the  level  of 
spending  in  programs  under  our  jurisdiction,  and  we  have  done  so. 
We  strongly  object,  however,  to  using  the  reconciliation  process  to 
attempt  far-reaching  policy  changes  that  bear  no  relationship  to 
this  responsibility  and  that  have  not  gone  through  the  usual  legis- 
lative procedure. 

The  majority  claims  that  the  procedure  it  has  chosen  to  follow  is 
necessary  to  assure  a  conference  with  the  House  on  this  year's 
housing  and  community  development  legislation.  In  our  view,  the 
Committee's  action  abuses  the  budget  reconciliation  process  which 
was  established  by  the  Budget  Act  to  assist  in  responsibly  meeting 
budget  targets,  not  to  resolve  issues  unrelated  to  budgetary  mat- 
ters. The  Reconciliation  Instructions  themselves  specify  only  dollar 
savings  to  be  achieved.  For  the  Banking  Committee  to  report  more 
than  budget  savings  for  its  programs  could  greatly  weaken  the 
Committee's  influence  over  public  policies  and  legislation  that  fall 
under  the  Committee's  jurisdiction.  In  grafting  the  housing  and 
community  development  measure  onto  the  reconciliation  bill,  the 
legislative  process  that  includes  numerous  checks  and  balances 
developed  over  the  years  to  reduce  the  likelihood  that  ill-considered 
legislation  would  be  enacted,  would  be  sidestepped.  Thoughtful  de- 
liberations based  on  the  special  concern  for  the  expertise  in  hous- 
ing and  community  development  matters  that  Committee  members 
have  developed  could  very  well  be  diminished. 

Rules  and  procedures  for  a  reconciliation  conference  are  not  well 
established.  Banking  Committee  members  are  likely  to  be  appoint- 
ed for  the  Committee's  title  of  the  bill,  but  Budget  Committee 
members  are  expected  to  join  them  in  consideration  of  this  title.  It 
is  not  clear  what  would  result  if  Banking  Committee  conferees 
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could  not  come  to  early  agreement  or  if  Budget  Committee  confer- 
ees sought  to  vote  on  substantive  legislation  under  the  Banking 
Committee's  jurisdiction.  Precedents  may  well  be  established  that 
will  prove  detrimental  both  to  the  authority  of  this  Committee  and 
to  the  soundness  of  housing  and  community  development  legisla- 
tion. 

The  Committee's  action  also  poses  dangers  for  the  legislative 
process  for  the  entire  Senate.  It  would  signal  to  other  committees 
that  reconciliation  can  be  used  as  a  short-cut  for  the  normal  delib- 
erative process.  We  can  imagine  the  effect  if  each  authorizing 
committee  decided  to  unload  its  non-budgetary  legislation  onto  the 
reconciliation  bill. 

The  Committee's  action  also  violates  one  of  the  Senate's  most 
cherished  traditions — that  of  full  opportunity  for  debate  on  impor- 
tant questions.  The  privileged  nature  of  reconciliation  legislation 
entails  rigid  time  constraints  because  of  the  limited  purpose  of 
reconciliation.  Therefore,  should  reconciliation  become  the  normal 
vehicle  for  non-budgetary  program  revisions,  then  its  rigid  time 
limits  would  also  cover  substantive  legislation,  severely  and  arbi- 
trarily restricting  the  opportunity  for  discussion  of  substantive 
issues. 

Not  only  will  the  Senate's  legislative  process  be  threatened  by 
the  Committee's  action,  but  the  reconciliation  bill,  and  thus  the 
budget  process,  could  also  be  jeopardized.  If  the  non-budgetary 
provisions  that  this  Committee  has  included  in  its  reconciliation 
report  are  allowed  to  remain  in  the  reconciliation  bill,  then  the  bill 
could  be  held  hostage  as  conferees  spend  long  hours  of  debate  on 
matters  that  have  nothing  to  do  with  achieving  budget  savings, 
which  is  the  sole  purpose  of  reconciliation.  This  would  diminish  the 
importance  of  the  reconciliation  process  itself  by  turning  it  into  a 
dumping  ground  for  Committees  wishing  to  by-pass  normal  legisla- 
tive channels. 

The  majority  readily  admits  that  its  action  sets  an  undesirable 
precedent,  but  that  it  must  pursue  this  course  to  ensure  a  confer- 
ence with  the  House  on  the  changes  in  housing  and  community 
development  programs.  We  have  no  evidence  that  the  House  will 
not  consider  the  housing  bill  in  its  normal  course  of  business.  The 
majority  compounds  an  alleged  abuse  of  the  process  with  its  own 
abuse.  A  more  responsible  approach  would  have  been  for  the  Com- 
mittee to  report  only  those  matters  involving  the  budget,  to  resist 
in  the  reconciliation  conference  committee  all  the  non-budget  items 
brought  to  the  conference  in  the  usual  manner  on  the  Senate- 
passed  housing  bill,  S.  1197.  There  is  no  need  to  jeopardize  the 
entire  legislative  process,  and  the  reconciliation  bill,  just  to  secure 
action  on  this  matter. 

We  strongly  believe  that  the  Banking  Committee  should  confine 
its  reconciliation  exercise  solely  to  those  matters  that  help  us 
achieve  budget  savings  in  accordance  with  Reconciliation  Instruc- 
tions. 

Harrison  A.  Williams,  Jr. 
Bill  Proxmire. 
Paul  Sarbanes. 
Christopher  J.  Dodd. 
Donald  Riegle. 
Alan  Cranston. 
Alan  J.  Dixon. 
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committee  on  commerce.  science, 
and  transportation 
Washington,  o.c.  20510 


June  12,  1981 


The  Honorable  Pete  V.  Domenici 
Chairman 

Committee  on  the  Budget 
U.S.  Senate 

Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

We  are  submitting  herewith  the  legislative  changes  in  programs 
within  the  jurisdiction  of  the  Committee  on  Commerce,  Science,  and 
Transportation  to  achieve  the  savings  required  under  the  reconcilia- 
tion procedures  contained  in  H.  Con.  Res.  115,  the  First  Concurrent 
Resolution  on  the  Budget  for  fiscal  year  1982. 

This  Committee  is  fully  committed  to  achieving  a  balanced 
budget  by  fiscal  year  1984  and  we  recognize  that  reconciliation 
is  essential  if  this  goal  is  to  be  accomplished.     Therefore,  the 
Committee  is  pleased  to  report  legislative  changes  in  programs 
within  its  jurisdiction  which  will  accomplish  savings  which  are 
significantly  greater  than  required. 

Contained  as  a  part  of  these  legislative  changes  is  the  basic 
text  of  S.  1100,  the  Northeast  Rail  Service  Act  of  1981.  The 
Commerce  Committee  wishes  to  note  that  for  purposes  of  reconcilia- 
tion, we  have  made  two  significant  amendments  to  S.  1100  as 
originally  reported  by  this  Committee. 

The  first  amendment  authorizes  to  be  appropriated  $1  million 
in  order  to  maintain  essential  Conrail  services  during  the  transfer 
process.     The  second  amendment  authorizes  to  be  appropriated  $1 
million  for  employee  protection  payments.     The  authorization  for 
essential  rail  services  contrasts  with  one  providing  such  sums  as 
are  necessary.     The  authorization  for  labor  protection  payments 
contrasts  with  that  of  our  original  legislation,  which  included 
a  $400  million  authorization  to  cover  these  payments. 

In  each  case,  the  higher  funding  levels  are  identical  to 
those  recommended  by  the  President.     Also,  the  labor  protection 
authorization  was  included  in  the  First  Concurrent  Resolution 
on  the  Budget  for  FY  1982.     Further,  the  Commerce  Committee  and 
the  Administration  agree  that  the  higher  funding  levels  are  vital 
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for  the  ultimate  approval  of  the  Conrail  legislation.     However,  it 
is  our  understanding  that  the  Budget  Committee  did  not  have  the 
benefit  of  the  President's  recommendations  for  purposes~of  providing 
reconciliation  instructions.    Accordingly,  the  reconciliation 
instructions  do  not  take  into  account  the  necessary  funding  for 
maintenance  of  essential  Conrail  service  and  the  labor  protection 
payments . 

The  Commerce  Committee  recognizes  the  importance  of  the 
reconciliation  process  and  the  need  to  comply  with  the  Budget 
Committee's  instructions.     Therefore,  we  have  amended  S.  1100 
to  reduce  the  authorization  for  essential  Conrail  service  and 
labor  protection  payments  in  order  to  comply  with  the  Budget 
Committee's  instructions.     However,  we  wish  to  make  clear  that 
the  lower  authorizations  are  unrealistic,  and  that  we  will  seek, 
with  the  support  of  the  Administration,  to  restore  the  original 
authorizations  when  the  Omnibus  Reconciliation  Bill  goes  to  the 
floor  of  the  Senate.     To  do  otherwise  would  mean  that  we  would 
fail  in  our  efforts  to  resolve  the  Northeast  rail  problem. 

We  look  forward  to  working  with  you  on  these  matters.  If 
you  should  have  any  questions,  please  feel  free  to  contact  us. 


BOB  PACKWOOD 
Chairman 


Enclosures 
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COMMITTEE  ON  COMMERCE,   SCIENCE,  AND  TRANSPORTATION 

Budget  Reconciliation  Recommendations 
Pursuant  to  H.  Con.  Res.  115 

Section  302(4) (A)  of  H.  Con.  Res.   115  provides  that 
"the  Senate  Committee  on  Commerce,  Science,  and  Transpor- 
tation shall  report  changes  in  laws  within  the  jurisdiction 
of  that  committee  which  provide  spending  authority  as 
defined  in  section  401(c)(2)(c)  of  Public  Law  93-344, 
sufficient  to  reduce  budget  authority  by  $100,000,000  and 
outlays  by  $100,000,000  in  fiscal  year  1982;  to  reduce 
budget  authority  by  $200,000,000  and  outlays  by  $200,000,000 
in  fiscal  year  1983;  and  to  reduce  budget  authority  by 
$300,000,000  in  fiscal  year  1984." 

Section  302(4) (B)  of  H.  Con.  Res.  115  provides  that 
"the  Senate  Committee  on  Commerce,  Science,  and  Transpor- 
tation shall  also  report  changes  in  laws  within  the  juris- 
diction of  that  committee  sufficient  to  require  reductions 
in  appropriations  for  programs  authorized  by  that  committee 
so  as  to  achieve  savings  in  budget  authority  and  outlays  as 
follows:     $1,558,000,000  in  budget  authority  and  $884,000,000 
in  outlays  for  fiscal  year  1982;  $1,598,000,000  in  budget 
authority  and  $1,328,000,000  in  outlays  for  fiscal  year  1983; 
and  $1,465,000,000  in  budget  authority  and  $1,337,000,000 
in  outlays  for  fiscal  year  1984." 
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The  Senate  Committee  on  Commerce,  Science,  and 
Transportation  recognizes  the  need  for  Congress  to  act 
to  bring  Federal  spending  under  control.     The  reconcili- 
ation instructions  made  to  Senate  Committees  as  part  of 
H.  Con.  Res.   115  constitute  the  most  important  spending 
restraint  measure  ever  approved  by  Congress.     This  Committee 
is  fully  committed  to  achieving  a  balanced  budget  by  fiscal 
year  1984  and  recognizes  that  reconciliation  is  essential 
if  this  goal  is  to  be  accomplished. 

This  Committee  is  aware  of  its  important  role  in  this 
regard.     The  actions  of  this  Committee  have  been  undertaken 
with  the  full  knowledge  of  its  responsibility  to  achieve 
the  savings  required  under  the  reconciliation  instructions 
it  received. 

The  Committee  is  therefore  pleased  to  report  legis- 
lative changes  in  direct  spending  and  authorization  programs 
within  its  jurisdiction  which  go  beyond  what  was  required 
under  reconciliation.     This  report  will  make  clear  exactly 
how  these  savings  were  achieved. 
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PART  A  --  AMTRAK 

Section  401  contains  the  basic  text  of  S.   1199,  the 
Amtrak  Improvement  Act  of  1981.     The  purpose  of  this 
legislation  is  to  provide  the  authorization  of  appropri- 
ations for  the  National  Passenger  Corporation  (Amtrak)  and 
to  make  other  changes  in  order  to  reduce  the  need  for  future 
Federal  subsidies.     The  legislation  authorizes  appropri- 
ations not  to  exceed  $735,000,000  for  each  of  the  fiscal 
years  1982  and  1983,   $640,000,000  for  fiscal  year  1984. 

The  Commerce  Committee  recognizes  that  the  authori- 
zation levels  we  have  included  for  Amtrak  are  higher  than 
those  assumed  by  the  Budget  Committee  for  purposes  of 
making  its  recommendation  to  the  Commerce  Committee  on 
reconciliation.     However,  we  believe  that  the  higher 
levels  are  more  appropriate,  because  they  require  Amtrak 
to  reduce  its  costs  while  permitting  it  to  operate  most  of 
its  rail  passenger  system.     At  the  same  time,  there  are 
other  areas  within  the  Committee's  jurisdiction  where 
reductions  can  be  made  in  order  to  comply  with  the  Budget 
Committee's  reconciliation  instructions. 

In  making  the  recommendations  for  fiscal  year  1984, 
the  Commerce  Committee  wishes  .to  note  that  S.   1199  as 
ordered  favorably  reported  on  April  29,   1981  included 
only  a  two-year  authorization,  because  the  Committee  would 
like  to  scrutinize  the  effects  of  the  lower  authorizations 


286 


on  Amtrak  before  recommending  future  authorizations. 
However,  at  the  same  time,  the  Committee  recognizes  the 
Budget  Committee's  desire  to  include  fiscal  year  1984  in 
the  Reconciliation  Package.     The  Commerce  Committee  will 
be  reconsidering  the  proper  1984  funding  level  for  Amtrak 
in  the  future.     A  section-by-section  analysis  of  the  Amtrak 
legislation  is  attached  to  this  report  as  Appendix  A. 
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PART  B  --  CONRAIL 

Section  411  through  416  contain  the  basic  text  of 
S.  1100,  the  Northeast  Rail  Service  Act  of  1981.  The 
legislation  was  ordered  favorably  reported  by  this  Com- 
mittee on  May  12,  1981.     It  provides  for  the  transfer 
of  Conrail's  freight  properties  and  service  responsi- 
bilities to  private  sector  railroads,  and  the  transfer 
of  its  passenger  service  responsibilities.     The  legis- 
lation includes  the  President's  recommendations  to 
eliminate  future  subsidies  for  Conrail  and  to  replace  the 
existing  costly  labor  protection  provisions  of  Title  V  of 
the  Regional  Rail  Reorganization  Act  of  1973  (3-R  Act) . 
This  is  consistent  with  the  Budget  Committee's  assumptions 
in  arriving  at  its  recommendation  to  the  Commerce  Committee. 

The  Commerce  Committee  wishes  to  note  that  for  pur- 
poses of  reconciliation,  we  have  amended  some  of  the 
provisions  of  S.  1100.    With  two  notable  exceptions,  the 
amendments  represent  improvements  in  the  legislation  which 
we  approved  on  May  12th.     The  exceptions  are  amendments 
to  Sections  412-20  and  413-11.     Section  412-20,  as  amended, 
authorizes  to  be  appropriated  $1  million  in  order  to  main- 
tain essential  Conrail  services  during  the  transfer  process. 
Section  413-11,  as  amended,  authorizes  to  be  appropriated 
$1  million  for  employee  protection  payments.     The  authori- 
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zation  for  essential  rail  services  contrasts  with  one 
providing  such  sums  as  are  necessary.     The  authorization 
for  labor  protection  payments  contrasts  with  that  of  our 
original  legislation,  which  included  a  $400  million 
authorization  to  cover  these  payments.     In  each  case, 
the  higher  funding  levels  are  identical  to  those  recom- 
mended by  the  President.     Also,  the  labor  protection 
authorization  was  included  in  the  First  Concurrent 
Resolution  on  the  Budget  for  FY  1982.     Further,  the 
Commerce  Committee  and  the  Administration  agree  that  the 
higher  funding  levels  are  vital  for  the  ultimate  approval  of 
the  Conrail  legislation.     However,  it  is  our  understanding 
that  the  Budget  Committee  did  not  have  the  benefit  of  the 
President's  recommendations  for  purposes  of  providing  recon- 
ciliation instructions.     Accordingly,  the  reconciliation 
instructions  do  not  take  into  account  the  necessary  funding 
for  maintenance  of  essential  Conrail  service  and  the  labor 
protection  payments. 

The  Commerce  Committee  recognizes  the  importance  of 
the  reconciliation  process  and  the  need  to  comply  with  the 
Budget  Committee's  instructions.     Therefore,  we  have  amended 
S.   1100  to  reduce  the  authorization  for  essential  Conrail 
service  and  labor  protection  payments  in  order  to  comply 
with  the  Budget  Committee's  instructions.     However,  we  wish 
to  make  clear  that  the  lower  authorizations  are  unrealistic, 
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and  that  we  will  seek  to  restore  the  original  authori- 
zations when  the  Omnibus  Reconciliation  Bill  goes  to  the 
floor  of  the  Senate.     To  do  otherwise  would  mean  that  we 
would  fail  in  our  efforts  to  resolve  the  Northeast  rail 
problem. 

The  Commerce  Committee  also  wishes  to  point  out  that 
Section  415-3  limits  the  amounts  authorized  to  be  appro- 
priated to  the  United  States  Railway  Association  (USRA)  for 
administrative  expenses  including  the  agency's  litigation 
and  monitoring  and  reporting  functions.     The  recommended 
authorization  for  the  USRA  for  fiscal  year  1982  is  $15 
million.     The  recommended  authorization  is  reduced  to 
$4.0  million  in  fiscal  year  1983.     There  is  no  recommended 
authorization  for  fiscal  year  1984,  because  the  Commerce 
Committee  expects  the  agency  to  be  sunsetted. 

A  section-by-section  analysis  of  the  Conrail  legis- 
lation is  attached  to  this  report  as  Appendix  B. 
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PART  C  --  OTHER  TRANSPORTATION  PROGRAMS 

Part  C,  Sections  421  through  427,  contains  a  series 
of  amendments  to  various  transportation  programs. 

Northeast  Corridor  Improvement  Project 

Section  421  limits  the  authorization  for  appropri- 
ations for  title  VII  of  the  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976  (4-R  Act) .     This  title  pro- 
vides for  the  acquisition  and  improvement  of  rail  lines 
and  other  property  in  the  Northeast  Corridor.     This  year, 
the  President  recommended  and  the  Budget  Committee  agreed 
for  purposes  of  making  its  recommendation  to  the  Commerce 
Committee  on  reconciliation,  that  funding  for  the  Northeast 
Corridor  Improvement  Project  should  be  reduced.  The 
Commerce  Committee  generally  agrees,  and  recommends  that 
the  Budget  Committee  adopt  language  which  would  limit  the 
funds  to  be  appropriated  in  fiscal  year  1982  to  not  more 
than  $215  million  and  in  fiscal  year  1983  to  not  more  than 
$185  million.     This  program  is  expected  to  be  completed 
in  fiscal  year  1983,  so  no  new  appropriations  are  antici- 
pated for  fiscal  1984. 

The  Commerce  Committee  wishes  to  note  that  our  recom- 
mendation for  fiscal  1982  exceeds  that  assumed  by  the 
Budget  Committee  by  $15  million.     That  is  because  this 
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Committee  believes  additional  funding  is  necessary  for 
rehabilitation  and  completion  of  Union  Station.  This 
is  consistent  with  S.   1192,  the  Union  Station  Completion 
Act  of  1981,  which  was  ordered  favorably  reported  by 
our  Committee  on  April  29,  1981. 

Rail  Service  Assistance 

Section  422  limits  the  authorization  for  appropri- 
ations for  certain  Rail  Service  Assistance  programs.  The 
program  primarily  affected  is  Local  Rail  Service  Assistance. 
This  program  provides  grant  assistance  to  states  for  rail 
planning  and  for  support  of  service  on  rail  branchlines. 
In  arriving  at  its  reconciliation  recommendation  to  the 
Commerce  Committee,  the  Budget  Committee  assumed  that 
this  program  would  be  terminated  with  resulting  savings 
in  new  appropriations  in  fiscal  year  1982  of  $90  million 
and  in  fiscal  year  1983  of  $99  million.     The  Commerce 
Committee  does  not  believe  that  this  program  should  be 
terminated  at  this  time;  instead  the  Committee  expects  to 
examine  the  program  in  the  future  for  possible  modification. 
However,  in  line  with  other  reductions  in  Federal  spending 
programs  this  year,  the  Commerce  Committee  recommends  that 
new  appropriations  in  fiscal  year  1982  be  limited  to  $40 
million,  in  fiscal  year  1983  to  $44  million,  and  in  fiscal 
year  1984  to  $48  million. 
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A  second  program  affected  by  this  provision  is 
the  Minority  Business  Resource  Center.     The  Commerce 
Committee  recommends  that  new  appropriations  in  fiscal 
year  1982  be  limited  to  $5  million,  in  fiscal  year  1983 
to  $5.5  million,  and  in  fiscal  year  1984  to  $6  million. 

The  Commerce  Committee  wishes  to  note  that  the 
limitation  on  Rail  Service  Assistance  contained  in  this 
provision  does  not  apply  to  funding  for  Rehabilitation 
and  Improvement  Financing  as  provided  for  by  section  505 
of  the  Railroad  Revitalization  and  Regulatory  Reform  Act 
of  1976.     In  fact,  we  would  point  out  that  the  Budget 
Committee's  baseline  does  not  even  approach  the  necessary 
funding  for  this  latter  program.     The  President's  1982 
Budget  includes  $110  million  for  the  program,  while  the 
Budget  Committee's  fiscal  year  1982  baseline  is  $27,575,000. 
The  Commerce  Committee  does  not  believe  that  the  baseline 
fairly  represents  the  requirements  of  the  program,  and 
intends  to  examine  the  matter  further  in  the  future. 

Federal  Railroad  Administration 

Section  423  limits  the  amounts  authorized  to  be 
appropriated  to  the  Department  of  Transportation  for  rail- 
road research  and  development.     The  recommended  funding 
level  for  fiscal  year  1982  is  $40  million,  for  fiscal 
year  1983  $44  million,  and  for  fiscal  year  1984  $48  million. 
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Interstate  Commerce  Commission 

Section  424  similarly  limits  the  amounts  authorized 
to  be  appropriated  for  the  necessary  expenses  of  the 
Interstate  Commerce  Commission.     The  recommended  funding 
level  for  fiscal  year  1982  is  $77.9  million,  for  fiscal 
year  1983  $80.4  million,  and  for  fiscal  year  1984  $80.4 
million. 

Airport  and  Airway  System  Development 

Section  425  of  the  Commerce  Committee's  reconcili- 
ation legislation  proposal  states  that  $450,000,000  is 
authorized  to  be  spent  in  each  of  fiscal  years  1981,  1982, 
and  1983  and  1984  for  airport  and  airway  development, 
planning  and  noise  abatement.     While  this  reconciliation 
package  only  applies  to  fiscal  years  1982,  1983,  and  1984, 
Commerce  Committee  reconciliation  language  includes  men- 
tion of  the  fiscal  year  1981  authorization  because  the 
Committee  intends  for  any  funds  not  actually  spent  in 
fiscal  year  1981  to  be  available  for  expenditure  in  any 
of  the  out  years  of  the  program. 

The  Airport  and  Airway  System  Development  Act,  S.  508, 
already  approved  by  the  Committee,  authorizes  $450,000,000 
for  each  of  the  five  fiscal  years  1981  through  1985.  This 
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is  consistent  with  the  President's  budget  recommen- 
dations.    Authorization  amounts  are  stated  in  S.  508 
in  aggregate  amounts  so  that  money  not  spent  in  any 
one  fiscal  year  may  be  carried  over  for  expenditure  in 
a  succeeding  fiscal  year.     Section  6  of  S .  508  guarantees 
airports  dollars  for  each  passenger  enplaned.  Often- 
times an  airport  project  is  so  costly  that  an  airport 
prefers  to  save  up  their  annual  guaranteed  apportionment 
for  one  or  two  additional  fiscal  years  in  order  to  be 
able  to  accumulate  enough  money  to  pay  for  the  project. 
Language  in  S.  508  permits  airports  to  carry  over  their 
apportionment  money  for  up  to  three  fiscal  years  without 
losing  it.     The  Commerce  Committee  believes  that  this 
encourages  good  management,  permitting  airports  to  be  able 
to  pay  for  costly,  high  priority  projects,  rather  than 
being  forced  to  use  their  apportionment  money  each  fiscal 
year  or  lose  it.     The  latter  would  result  in  the  funding 
of  many  small,  lower  priority  projects,  frittering  away 
Federal  money  without  accomplishing  the  aviation  safety 
goals  of  the  program. 


Maritime  Administration 


The  Administration  is  presently  reviewing  the  federal 
government's  maritime  programs.     Pending  that  review,  the 
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President  has  sought  no  new  budget  authority  for  construc- 
tion differential  subsidies  (CDS) .     CDS  represents  the 
excess  cost  of  constructing  a  vessel  in  a  U.S.  shipyard 
over  cost  of  constructing  that  same  vessel  in  a  foreign 
shipyard.     This  amount  is  paid  so  that  domestic  ship  pur- 
chasers can  obtain  American-built  vessels  at  the  same  cost 
as  a  similar  foreign-built  vessel.     Because  the  Committee 
believes  that  CDS  funds  already  appropriated  can  adequately 
meet  the  need  of  those  who  have  filed  viable  applications 
with  the  Maritime  Administration,   the  bill  follows  the 
Administration's  recommendation  not  to  provide  new  CDS  funds. 
Hearings  before  the  Merchant  Marine  Subcommittee  later  in 
this  session  will  probe  the  difficulties  facing  the  U.S. 
shipyards  and  merchant  fleet  with  the  goal  of  identifying 
acceptable  corrective  measures. 

Section  426(a)  authorizes  $502.5  million  for  FY  82  for 
certain  maritime  programs  at  levels  requested  by  the  President: 

(1)  $417.1  million  for  payment  of  obligations  incurred  for 
operating  differential  subsidies  (paid  to  U.S.  companies  to 
enable  them  to  operate  U.S. -flag  ships  competitively  in  the 
U.S. -foreign  trade  by  offsetting  the  excess  cost  of  operating 
U.S.  vessels  over  comparable  foreign  vessel  operating  costs); 

(2)  $12.9  million  for  research  and  development;  and  (3) 
$72.5  million  for  operations  and  training  (including  reserve 
fleet  expenses,  the  U.S.  Merchant  Marine  Academy,  the  six 
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state  maritime  academies,  and  other  expenses).     This  sec- 
tion is  identical  to  the  language  in  section  1  of  S.  1017, 
reported  by  the  Committee  on  Commerce,  Science,  and  Transpor- 
tation on  April  27,  1981,  and  is  discussed  in  Senate  Report 
No.  97-64. 

Section  426(b)  authorizes  appropriations  for  FY  82 
as  necessary  for  increases  in  salary,  pay,  retirement,  or 
other  employees  benefits  associated  with  activities  authorized 
by  Section  426(a) . 

Transportation  Research  and  Special  Programs 

Section  427  limits  the  amounts  authorized  to  be  appro- 
priated to  the  Secretary  of  Transportation  for  the  Research 
and  Special  Programs  Administration.     The  Administration  in- 
cludes the  Transportation  Systems  Center,  the  Materials  Trans- 
portation Bureau,  and  the  Transportation  Program  Bureau.  The 
recommended  funding  level  for  fiscal  year  1982  is  $30,047 
million,  and  $32.3  million  for  fiscal  years  1983  and  1984. 
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PART  D  --  HIGHWAY  SAFETY  PROGRAM 

The  Highway  Safety  Act  of  1981,  Sections  431  through 
437,  provides  authorizations  for  appropriations  for  the 
Highway  Safety  Act  of  1966.     These  sections  provide  the 
National  Highway  Traffic  Safety  Administration  with  an 
authorization  level  of  $77  million  in  each  of  fiscal  years 
1982,  1983  and  1984  to  carry  out  the  purposes  of  section 
402  of  Title  23,  United  States  Code,  relating  to  highway 
safety  programs  and  an  authorization  level  of  $31  million 
in  each  of  fiscal  years  1982,  1983  and  1984  for  highway 
safety  research  and  development.     It  also  provides  the 
Federal  Highway  Administration  with  an  authorization  level 
of  $10  million  for  fiscal  year  1982  and  $13  million  in  each 
of  fiscal  years  1983  and  1984  for  highway  safety  research 
and  development.     The  authorization  levels  contained  in  the 
Act  are  the  same  as  those  requested  by  the  Reagan  Adminis- 
tration. 

The  Act  restructures  the  Federal  guidelines  for  State 
highway  safety  programs  to  place  emphasis  on  alcohol  safety, 
emergency  medical  services,  accident  data  collection  enforce- 
ment of  traffic  laws,  bicycle  safety  and  pedestrian  safety. 
It  also  eliminates  earmarked  funding  for  school  bus  driver 
training,  enforcement  of  the  55  mph  speed  limit,  innovative 
project  grants;  and  sets  the  percentage  of  compliance  with 
the  55  mph  speed  limit  required  in  each  State  at  50  percent. 
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Section  438  will  permit  a  State  under  very  limited 
circumstances  to  grant  special  permits  allowing  trucks 
up  to  102  inches  in  width  to  operate  on  the  highways . 
Current  Federal  law  restricts  vehicle  widths  to  96  inches 
except  in  those  States  where  a  more  permissive  width  law 
was  in  effect  on  July  1,  1956.     Currently,  there  are  approx- 
imately 22  States  allowing  the  operation  of  vehicles  wider 
than  96  inches.     Federal  law  does  allow  buses  up  to  102 
inches  in  width  to  operate  over  the  highways.     This  amend- 
ment will  not  have  a  negative  impact  on  safety  and  will 
improve  fuel  efficiency.     During  the  96th  Congress,  this 
provision  passed  the  Senate  as  part  of  S.  1390. 
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PART  E  --  COMMUNICATIONS 


This  package  of  provisions  provides  authorizations 
for  appropriations  for  the  Federal  Communications  Commission 
(FCC)  and  establishes  a  statutory  fee  schedule,  assessing 
charges  for  services  received  by  communications  providers 
and  users.     Additionally,  it  provides  for  substantial  de- 
regulation of  the  radio  and  television  broadcast  industries. 
The  fee  schedule  and  the  broadcasting  deregulatory  matters 
are  considered  as  a  package,  and  intended  to  be  enacted  as 
such. 

This  part  also  contains  provisions  designed  to  improve 
the  efficiency  of  FCC  operations  with  respect  to  the  Amateur 
Radio  Service  and  the  Private  Land  Mobile  Services.  This 
section  also  provides  for  a  one-year  authorization  for  the 
National  Telecommunications  and  Information  Administration, 
and  establishes  an  International  Telecommunications  and 
Information  Task  Force  to  formulate  U.S.  telecommunications 
and  information  policies.     Finally,  it  continues  forward 
funding  for  the  operations  of  the  Corporation  for  Public 
Broadcasting . 
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Federal  Communications  Commission 


Section  441  authorizes  appropriations  for  the 
Federal  Communications  Commission  for  3  years  at  $76,900,000 
for  each  fiscal  year  1982,  1983,  and  1984.     This  provision 
also  establishes  a  statutory  fee  schedule,  assessing  charges 
for  services  received  by  communications  providers  and  users. 

This  provision  is  identical  to  the  language  in  S.  821 
which  was  reported  by  the  Committee  on  Commerce,  Science 
and  Transportation  on  May  15,  1981,  and  is  discussed  in 
Senate  Report  No.  97-73. 

National  Telecommunications  and  Information  Administration 

Section  442  provides  for  a  one  year  authorization  for 
the  National  Telecommunications  and  Information  Adminis- 
tration (NTIA)  in  the  Department  of  Commerce  at  $16,500,000. 

This  provision  is  identical  to  the  language  in  S.  821, 
which  was  reported  by  the  Committee  on  Commerce,  Science 
and  Transportation  on  May  15,  1981,  and  is  discussed  in 
Senate  Report  No.  97-73. 

International  Telecommunications 

Section  443  establishes  an  International  Telecommuni- 
cations and  Information  Task  Force  to  formulate  U.S.  tele- 
communications and  information  policies.     This  provision  is 
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identical  to  the  language  in  S.  821,  which  was  reported  by 
the  Committee  on  Commerce,  Science  and  Transportation  on 
May  15,  1981,  and  is  discussed  in  Senate  Report  No.  97-73. 

Radio  Deregulation 

Section  445  is  identical  to  S.  270  and  is  consistent 
with  President  Reagan's  announced  intention  to  reduce  the 
size  of  the  bureaucracy,  trim  government  spending,  and 
eliminate  unnecessary  and  burdensome  regulations  whenever 
possible.     It  is  not  only  possible,  but  imperative,  to 
carry  out  that  intent  in  the  radio  industry.     The  evidence 
clearly  demonstrates  that  the  marketplace  contains  enough 
incentives  for  free  and  open  competition  in  the  radio  in- 
dustry without  these  regulations. 

While  the  FCC  has  taken  many  actions  that  are  consis- 
tent with  this  objective,  without  Congressional  guidance 
provided  by  amendments  to  the  Communications  Act,  the  courts 
and  the  FCC  will  continue  to  have  difficulty  integrating 
the  new  technologies  into  our  present  system. 

S.  270  accomplishes  the  statutory  deregulation  of  radio. 
Specifically,  the  bill  eliminates  the  following: 

1.  FCC  involvement  in  programming  decisions; 

2.  Ascertainment  requirements; 

3.  Program  log  requirements; 
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4.  FCC  involvement  in  program  formats;  and 

5.  FCC  standards  on  commercialization. 

In  addition,  S.  270  provides  for  indefinite  license 
terms,  while  providing  citizens  a  meaningful  opportunity 
to  petition  the  Commission  to  revoke  a  radio  station 
license  for  serious  violations  of  the  Communications  Act. 
The  bill  also  permits  the  FCC  to  use  a  system  of  random 
selection,  or  lottery,  to  choose  among  qualified  appli- 
cants for  newly  available  facilities.     Finally,  S.  270 
contains  some  reporting  requirements  for  the  FCC. 

This  bill  represents  not  only  a  major  deregulatory 
effort,  but  it  is  also  consistent  with  the  tone  of  the 
other  telecommunications  bills,  which  is  that  the  market- 
place contains  enough  incentives  for  free  and  open  com- 
petition in  the  radio  broadcast  industry,  and,  indeed, 
in  other  industries.     This  bill  will  accomplish  the  goal 
of  removing  the  heavy  hand  of  government  regulation  from 
the  radio  industry. 

Television  Licensing 


Section  446  is  identical  to  S.  601,  the  Television 
Licensing  and  Renewal  Act  of  1981,  deals  with  television 
licensing  and  renewal  and  continues  the  approach  of 
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amending  the  Communications  Act  of  1934,  by  removing 
regulatory  restrictions  wherever  there  is  a  competitive 
marketplace . 

Specifically,  the  bill  accomplishes  the  following: 

1.  License  Terms  -  The  license  period  for  television 
would  be  extended  from  three  to  five  years. 

2 .  Licensing  Procedure  -  The  Federal  Communications 
Commission  (FCC)  is  permitted  to  use  a  system  of  random 
selection  (lottery)  to  choose  among  otherwise  qualified 
applicants  for  any  initial  license  or  construction  permit. 

3 .  Renewal  Procedure 

(a)  The  FCC  shall  grant  a  television  license 
renewal  if  it  finds  that:   (1)  the  licensee  substantially 
met  the  problems,  needs  and  interests  of  the  residents  of 
its  service  area  in  its  programs  service;  and  (2)  the  op- 
eration of  the  station  has  been  free  of  any  serious  violation 
of  the  1934  Communications  Act  or  any  FCC  regulation  prom- 
ulgated thereunder. 

(b)  In  acting  upon  any  application  for  renewal, 
the  FCC  shall  not  have  the  authority  to  consider  any  other 
applications  for  those  facilities. 

This  bill  addresses  many  of  the  concerns  that  have 
been  expressed  by  broadcasters.     By  extending  the  license 
term,  it  will  add  stability  to  the  operation  of  the  broad- 
cast facility,  as  well  as  help  to  ensure  more  effective 
personnel  management. 


304 

With  the  new  discretionary  provision  for  random 
selection,  or  lottery,  the  amount  of  time  spent  by  the  FCC 
staff  on  applications  should  be  significantly  reduced,  en- 
suring faster  entry  into  the  marketplace  by  new  applicants. 
In  addition,  the  elimination  of  the  requirement  for  compara- 
tive proceedings  where  there  is  more  than  one  applicant  for 
a  construction  permit,  will  save  new  applicants  time  and 
money,  and  not  harm  the  public  interest.     These  proceedings 
have  never  guaranteed  that  the  applicant  best  able  to  serve 
the  public  interest  is  selected.     Furthermore,  by  making  this 
lottery  provision  retroactive  to  apply  to  all  applications 
currently  on  file  with  the  Commission,  as  well  as  to  all  those 
in  the  future,  the  FCC  will  be  better  able  to  process  the 
thousands  of  low  power  television  applications. 

The  renewal  procedure  established  by  this  bill  focuses 
upon  the  licensee's  record  of  performance  rather  than  the 
promises  of  an  applicant  seeking  the  license.  Eliminating 
competing  applications  means  eliminating  the  cumbersome, 
expensive  and  sometimes  arbitrary  comparative  proceeding 
for  license  renewals.     Also  implicit  in  the  two-prong  test 
for  renewal,  is  that  the  Commission  will  not  be  able  to  take 
into  account  any  other  ownership  interests  by  the  licensee, 
nor  the  degree  of  involvement  of  the  owners  of  the  station 
in  the  management  of  the  station. 
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The  comparative  renewal  procedure  was  adopted  originally 
to  provide  a  "competitive  spur"  to  the  broadcaster.  The 
theory  was  that  broadcasters  would  be  encouraged  to  maximize 
their  programming  efforts  if  their  licenses  could  be  challenged 
at  renewal. 

While  there  have  been  few  successful  challenges  to 
television  broadcasters'  licenses,  the  uncertainty  created  by 
this  threat  has  made  it  more  difficult  for  diligent  broad- 
casters to  serve  their  communities.     Furthermore,   the  real 
"competitive  spur"  to  the  broadcaster  no  longer  comes  from 
potential  challengers  to  the  renewal  of  his  license.  Broad- 
casters are  now  competing  against  the  diversity  of  video 
programming  made  possible  by  the  expansion  of  cable  tele- 
vision in  urban  markets,  and  the  increasing  use  of  new  tech- 
nologies . 

If  television  broadcast  licensees  are  to  be  expected 
to  provide  quality  programming  service  to  the  public,  they 
must  be  able  to  rely  upon  the  knowledge  that  they  will  not  be 
subjected  to  expensive,  time-consuming  comparative  hearings 
as  a  result  of  a  mere  promise  from  another  applicant  to  do  a 
better  job.     It  is  increased  competition  that  will  guarantee 
the  essential  program  quality. 

It  is  the  clear  intent  of  this  bill  that  the  perfor- 
mance of  the  television  broadcast  licensee  during  his 
license  term  be  the  only  basis  for  deciding  whether  to 
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renew  the  license.     If  a  licensee  substantially  meets  the 
needs  and  interests  of  those  in  his  service  area,  and  is 
free  of  any  serious  violation  of  the  Act,  he  should  have 
his  television  license  renewed. 

Amateur  Radio 

Section  447  is  identical  to  S.  929,  the  Amateur  Radio 
Service  and  Private  Land  Mobile  Services  Act  of  1981,  takes 
significant  and  much  needed  steps  to  improve  these  two 
services . 

The  purpose  of  the  Amateur  Radio  portion  of  this  bill 
is  to  provide  the  Federal  Communications  Commission  (FCC) 
with  the  authority  to  implement  various  programs  which  will 
result  in  improvements  in  administration  of  the  Amateur 
Radio  Service  and  to  cut  the  cost  thereof.     It  would  further 
allow  the  Amateur  Radio  Service  to  continue  its  tradition 
as  the  most  self -regulated  radio  service  in  the  United  States. 

In  the  face  of  an  expanding  electronic  age,  with  radio 
frequency  energy  fields  present  everywhere  and  increasing  all 
the  time,  home  electronic  equipment  (such  as  television 
receivers,  burglar  alarms  and  the  like)  have  suffered  inter- 
ference due  to  inability  to  reject  unwanted  signals.  The 
solution  to  the  problem  consists  of  incorporation  of  inexpen- 
sive filtering  methods  into  the  design  of  such  equipment. 
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This  bill  would  allow  the  FCC  to  require  that  radio  frequency 
interference  suppression  techniques  be  incorporated  into 
electronic  home  entertainment  devices  by  the  manufacturers. 
In  the  case  of  low-cost  items  which  could  not  profitably 
incorporate  such  filtering  methods,  a  simple  warning  to  the 
consumer  as  to  the  susceptibility  of  that  device  to  radio 
frequency  interference  could  suffice.     Devices  manufactured 
prior  to  the  effective  date  of  the  Act  would  be  exempt  from 
this  requirement. 

Amateur  radio,  long  known  as  the  best  radio  service  in 
the  United  States  in  terms  of  self -regulation,  must  be  al- 
lowed to  continue  to  keep  its  own  house  in  order,  since  the 
FCC  does  not  have  the  manpower  to  do  so .     Amateurs ,  to  do 
this,  must  work  together.     Recent  Federal  court  decisions, 
due  to  a  lack  of  legislative  history,  have  held  amateur  radio 
to  be  included  in  the  secrecy  provisions  of  Section  605  of 
the  Communications  Act,  thus  prohibiting  amateurs  from  dis- 
closing among  themselves  the  content  of  transmissions  heard 
on  the  amateur  bands.     This  bill  would  exempt  amateurs  from 
this  burden,  thus  allowing  them  to  continue  to  self -regulate . 

There  is  no  purpose  served  by  a  five-year  amateur  li- 
cense term,  except  to  allow  the  FCC  to  delete  from  the  rolls 
those  amateur  licensees  who  have  died  or  chosen  not  to  renew 
licenses.    This  bill  provides  for  a  ten  year  license  term 
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which  would  decrease  administrative  costs  in  issuing  amateur 
licenses . 

The  FCC's  Field  Operations  Bureau  is  now  operating  at 
below  minimum  efficiency  levels  due  to  budget  and  manpower 
cutbacks.     At  the  same  time,  interference  complaints  within 
the  Amateur  Radio  bands  are  constantly  increasing.    While  we 
expect  the  Commission  to  correct  this  matter,  it  would  be 
beneficial  to  the  FCC  to  utilize  the  voluntary  services 
of  licensed  amateurs  to  prepare  and  administer  amateur  ex- 
aminations, and  to  monitor  illegal  activity  in  the  amateur 
bands.     This  bill  would  allow  amateurs  to  detect,  locate, 
and  monitor  illegal  operators,  interference  problems,  and 
the  like,  to  save  FCC  field  personnel  huge  amounts  of  time 
and  expense  in  locating  rule  violators.     Armed  with  the 
information  obtained  from  amateur  volunteers ,  FCC  personnel 
can  proceed  right  to  the  source  of  the  problem,  monitor  at 
the  predicted  times,  and  gather  evidence  much  faster  than 
would  otherwise  be  possible. 

Preparation  and  administration  of  amateur  examinations 
by  amateur  volunteers  under  FCC  supervision  is  another  time- 
saving  matter  that  could  cut  FCC  administrative  costs  immense- 
ly while  improving  service  to  the  public.     Volunteer  activity 
by  amateurs  under  the  terms  of  this  bill  is  specifically 
stated  not  to  constitute  Federal  employment  for  any  purpose. 
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The  purpose  of  the  Land  Mobile  section  of  the  bill  is 
to  provide  the  FCC  with  guidance  in  managing  the  spectrum 
made  available  to  the  Private  Land  Mobile  Services.  Licens- 
ees in  these  Services  operate  their  own  private  land  mobile 
systems  in  providing  a  multitude  of  goods  and  services  to  the 
public.     It  does  not  include  common  carrier  operations  such 
as  the  new  cellular  systems. 

The  first  provision  will  ensure  that  the  FCC  will  follow 
certain  fundamental  criteria  in  managing  the  spectrum  available 
to  these  Services  in  the  most  efficient  manner  and  con- 
sistent with  the  basic  goals  of  the  Act.     It  specifically 
encourages  inter-service  sharing  and  other  actions  to  im- 
prove spectrum  efficiency  and  reduce  the  regulatory  burden 
on  these  licensees.     It  prohibits  the  use  of  auctions  and 
similar  economic  methods. 

As  a  constructive,  deregulatory  move,  the  second  pro- 
vision encourages  the  Commission  to  rely  upon  the  private 
sector  for  the  initial  frequency  selection  process  in  these 
Services  through  Frequency  Coordination  Committees ,  thus 
relieving  the  Commission  of  a  substantial  manpower  require- 
ment . 

This  bill  quite  simply  contains  provisions  oriented 
toward  improving  the  efficiency  of  FCC  operations  with  regard 
to  the  Amateur  Radio  Service  and  the  Private  Land  Mobile 
Services . 
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International  Record  Carriers 


Section  448  permits  the  Federal  Communications 
Commission  to  allow  Western  Union  to  enter  the  inter- 
national record  market.     This  provision  is  identical  to 
the  language  in  S.  271,  which  was  reported  by  the  Com- 
mittee on  Commerce,  Science  and  Transportation  on  March  12, 
1981,  and  is  discussed  in  Senate  Report  No.  97-25. 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


June  12,  1981 


Alice  M.  Rivlln 
Director 


Honorable  Bob  Packwood 
Chairman 

Committee  on  Commerce,  Science  and 

Transportation 
United  States  Senate 
5202  Dirksen  Senate  Office  Building 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  estimate  of  savings 
achieved  by  the  statutory  provisions  adopted  by  the  Senate  Committee  on 
Commerce,  Science  and  Transportation,  June  10,  1981.  The  estimates 
included  in  the  attached  report  represent  the  effects  on  the  federal  budget 
of  the  Committee's  legislation  propsals.  CBO  understands  that  the  staff  of 
the  Committee  on  the  Budget  will  be  responsible  for  interpreting  how  the 
savings  contained  in  the  legislative  proposals  measure  against  the  budget 
resolution  reconciliation  instructions. 

In  the  original  instructions  to  your  committee,  you  were  directed  to  achieve 
highway  safety  budget  authority  savings  in  fiscal  years  1982,  1983  and  1984 
that  are  not  within  the  jurisdiction  of  your  committee.  Budget  authority  for 
the  Federal  Highway  Administration's  safety  grant  program  was  attributed 
to  your  committee  rather  than  to  the  responsible  committee,  the  Senate 
Committee  on  Environment  and  Public  Works.  We  have  discussed  this 
problem  with  your  staff  and  with  staff  members  of  the  Senate  Budget 
Committee.  According  to  the  Budget  Committee,  the  legislative  proposals 
for  highway  safety  grants  that  you  forwarded  to  the  Congressional  Budget 
Office  meet  the  intention  of  the  Budget  Committee's  original  instructions  to 
you. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further 
details  on  this  estimate. 

Sincerely, 

Alice  M.  Rivlin 
Director 

cc:      Honorable  Howard  W.  Cannon 
Ranking  Minority  Member 
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SENATE  COMMERCE  COMMITTEE  RECONCILIATION  ESTIMATES 
Congressional  Budget  Office 
June  12,  1981  (Revised) 


1982 


1983 


1984 


I.  Appropriated  Programs 


Amtrak  (S.  1199)  a/ 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


1,048.0 
930.0 


-313.0 
-271.0 


1,139.0 
1,140.0 


-404. 
-460. 


1,241.0 
1,244.0 

-601.0 
-479.0 


Rail  Service  Assistance 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


139.3 
119.6 

-55.6 
-15.0 


151.5 
152.1 

-61.5 
-36.8 


162.8 
170.2 

-65.4 
-51.5 


USRA 

Senate  Baseline 
Budget  Authority 
Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


30.9 
30.6 

-15.9 
-13.5 


-28.2 
-26.3 


33.5 
33.3 

•33.5 
•32.7 


Northeast  Corridor 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


386.0 
315.0 


171.0 
-7.0 


309.0 
315.0 


-124.0 
-40.0 


315.0 


-85.0 


Transportation  Research  and 
Special  Programs 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


46.2 
51.3 


-16.1 
-10.4 


48.2 
47.5 


-15.9 
-16.0 


50.3 
49.6 


■18.0 
•17.2 
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ICC  Administration 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 

Highway  Safety  (Section  #403) 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


89.7 
89.1 

•11.8 
-10.8 


38.1 
29.6 

2.9 
2.4 


91.6 
91.4 

-11.2 
-11.2 


39.9 
36.9 

4.1 
2.9 


93.3 
93.2 

-12.9 
-12.8 


41.7 
41.2 

2.3 
2.4 


Maritime  Administration 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 

Conrail  (S.  1100)  b/ 
Senate  Baseline  ~ 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 

DOT  Administrative  Expenses  (S.  1100) 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


235.2 
262.9 

■145.6 
-15.6 


560 
560 

-508 
-433 


251.5 
259.6 

-60 
-32 


500 
500 

-500 
-475 


265.7 
262.9 

-71 
-60 


300 
300 

-300 
-300 


2.5 
2.2 


0.3 


Railroad  Retirement  Board  (S. 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


1100) 


1.5 
1.4 


0.1 
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Title  V  Labor  Protection  Repeal  (S.  1100) 

Senate  Baseline 
Budget  Authority 
Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 

Public  Telecommunications 
(S.  720,  as  reported) 
Senate  Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 

Authorization  for  NHTSA  (Sections  #154  &  #407) 

Senate  Baseline 
Budget  Authority 
Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 

FCC  Programs 
Senate  Baseline 

Budget  Authority 

Outlays 

(S.  821,  as  reported) 
Estimated  Savings 

Budget  Authority 

Outlays 

Amateur  Radio  (S.  929) 
Estimated  Savings 

Budget  Authority 

Outlays 

Radio  Deregulation  (S.  270) 
Estimated  Savings 

Budget  Authority 

Outlays 

Television  Licensing  (S.  601) 
Estimated  Savings 

Budget  Authority 

Outlays 


50.0  50.0  5.0 

50.0  50.0  5.0 

-50.0  -50.0  -5.0 

-50.0  -50.0  -5.0 


201  204  247 

194  200  243 

-13  -21  -130 

-1  -10  -119 


41.9  45.1  47.3 

10.4  21.3  32.4 

-41.9  -45.1  -47.3 

-10.4  -21.3  -32.4 


103.3  105.5  107.8 

102.0  105.1  107.4 

-5.9  -2.1  0.8 

-5.1  -2.5  0.3 


0.6    -0.2 

0.5  —  -0.2 


-0.6  -0.9  -1.0 

-0.5  -0.9  -0.9 


-0.4  -0.7  -0.7 

-0.3  -0.6  -0.7 
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TOTAL  FOR  APPROPRIATED  PROGRAMS 
Senate  Baseline 


Outlays 


Budget  Authority 


2,969.5 
2,744.9 


2,967.6 
2,951.0 


2,595.7 
2,897.0 


Estimated  Savings 


Outlays 


Budget  Authority 


-1,341.3 
-837.1 


-1,320.5 
-1,179.3 


-1,282.9 
-1,193.7 


a/  The  Amtrak  savings  estimate  assumes  that  $136  million  of  the  1982  budget  authority, 
$65  million  of  the  1983  authority  and  none  of  the  1984  authority  will  support 
Amtrak's  capital  program,  with  the  remaining  funds  supporting  operations,  labor 
protection  and  other  expenses. 

b/    The  Conrail  savings  estimate  assumes  1982  appropriations  of  $1  million  for  labor 
—     protection,  $1  million  for  Conrail  operations  and  $50  million  for  commuter  opera- 
tions, as  provided  by  the  bill. 
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1981 


1982 


1983 


1984 


n.  Direct  Spending  Programs 

Highway  Safety  (S.  1198)  a/ 
Senate  Baseline 

Budget  Authority  , 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


264 
186 


267 
239 

•123 
-25 


286 
253 

-137 
-58 


Lapse  in  Unobligated  Contract  Authority 

(NHTSA  Sections  402  <5c  406} 

Senate  Baseline 

Budget  Authority  — 
Outlays  — 

Estimated  Savings 
Budget  Authority  -195 
Outlays  — 


-98 


-49 


ADAP 

Senate  Baseline 
Budget  Authority 
Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


524 


450 
-25 


789 
674 

-339 
-189 


872 
770 

-422 
-260 


FCC  Authorization  (S.  821,  as  reported) 


Senate  Baseline 
Budget  Authority 
Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


-28 
-28 


-31 
■31 


-31 
-31 


TOTAL  FOR  DIRECT  SPENDING  PROGRAMS 

Senate  Baseline 

Budget  Authority  264 

Outlays  710 

Estimated  Savings 

Budget  Authority  255 

Outlays  -25 


1,056 
913 


-490 
-242 


1,158 
1,023 

-590 
-349 


1,246 
1,116 

-673 
-448 


a/    The  savings  estimate  attributed  to  the  proposals  of  the  Senate  Commerce,  Science 
"     and  Transportation  Committee  does  not  include  amounts  that  should  properly  by 
charged  to  the  Senate  Environment  and  Public  Works  Committee.  This  amounts  to 
approximately  $25  million  budget  authority  in  1982,  $27.4  million  budget  authority  in 
1983  and  $29.7  million  budget  authority  in  1984,  and  the  resulting  outlays. 


i 
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Appendix  A 
Amtrak  Improvement  Act  of  1981 
Section-by-Section  Analysis 

Section  401-1— Title 

The  legislation  is  entitled  the  '  'Amtrak  Improvement  Act  of 
1981." 

Section  401-2 — Congressional  findings — Purpose 

This  section  abbreviates  the  findings  under  section  101  of  the 
Rail  Passenger  Service  Act  to  highlight  the  basis  for  this  legisla- 
tion, which  envisions  a  significant  reduction  in  Federal  funding  for 
Amtrak.  Under  subsection  (a)  Congress  finds  the  need  for  a  cost- 
efficient  and  energy-efficient  intercity  rail  passenger  service,  which 
can  help  to  alleviate  the  overcrowding  of  airways  and  highways 
and  can  add  to  the  alternatives  for  convenient  transportation,  to 
the  extent  that  funds  are  available  to  do  so.  References  made 
under  current  law  to  the  essentiality  of  a  national  rail  passenger 
system  as  a  significant  asset  in  time  of  national  emergency  or 
energy  shortage  and  to  the  need  for  Federal  financial  assistance  for 
such  purposes  have  been  deleted. 

Congress  further  finds  under  subsection  (b)  the  need  for  coopera- 
tion among  all  interested  parties,  including  Amtrak,  the  operating 
railroads,  labor,  and  the  state  and  local  authorities  so  as  to  secure 
a  rail  passenger  system  justifying  continued  public  funding.  Cer- 
tain other  findings  under  current  law  relating  to  inadequately 
defined  goals,  problems  with  state-subsidized  servide  and  difficul- 
ties with  the  operating  railroads  have  been  deleted. 

Section  401-3— Goals 

The  goals  are  forth  in  Section  102  of  the  Rail  Passenger  Service 
Act  are  expanded  by  this  legislation  to  reflect  the  need  for  Amtrak 
to  take  such  actions  as  are  necessary  to  improve  performance  and 
decrease  Federal  spending.  Specifically,  Amtrak  would  be  encour- 
aged to  maintain  a  fare  policy  on  each  route  which  would  minimize 
Federal  subsidy:  to  reduce  management  costs  and  increase  labor 
productivity;  to  reduce  losses  on  food  service  and  increase  revenues 
on  mail  service;  and  to  ensure  that  trains  arrive  within  15  minutes 
of  their  scheduled  times  and  that  they  adhere  to  a  systemwide 
average  speed  of  at  least  55  miles  per  hour.  With  respect  to  Am- 
trak's  attainment  of  a  certain  revenue-to-cost  ratio,  this  legislation 
would  make  the  ratio  under  current  law  more  stringent  and  in- 
clude it  as  a  mandate  under  section  15  of  this  Act  rather  than  as  a 
goal  under  this  section. 

This  section  also  emphasizes  the  need  for  state,  regional  and 
local  governments  and  the  private  sector  to  share  in  the  costs  of 
rail  passenger  service,  including  the  operation  of  stations.  It  is  the 
goal  of  this  legislation  to  reduce  Federal  expenditures  for  Amtrak. 

Section  401-4 — Definitions 

The  definition  of  basic  system  in  section  103  of  the  Rail  Passen- 
ger Service  Act  is  amended  to  include  those  changes  made  in  the 
system  pursuant  to  this  legislation.  Also,  this  section  adds  two 
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definitions  which  are  important  to  the  labor  protection  provisions 
under  section  401-12  of  this  bill:  the  term  "deprived  of  employ- 
ment" is  defined  as  a  condition  which  results  when  service  is 
doscontinued  and  an  Amtrak  employee  is  unable  to  obtain  reem- 
ployment; and  the  term  ''year  of  completed  service"  is  defined  as  a 
12-month  period  during  which  compensation  is  credited. 

Section  401-5 — Basic  National  Rail  Passenger  System 

Title  II  of  the  Rail  Passenger  Service  Act  sets  forth  the  process 
which  led  to  the  designation  of  the  original  Amtrak  system  and  the 
restructuring  which  was  implemented  in  the  Amtrak  Reorganiza- 
tion Act  of  1979.  This  section  repeals  this  title  as  outdated  and  no 
longer  necessary. 

Section  401-6 — Directors  and  officers 

Under  section  303(a)  of  the  Rail  Passenger  Service  Act,  the  Presi- 
dent appoints  eight  members  to  the  Amtrak  Board  of  Directors,  of 
which  three  must  be  consumer  representatives.  This  section  would 
amend  paragraph  (4)  of  that  section  to  mandate  that  the  President 
also  appoint  at  least  one  menber  out  of  the  eight  to  be  a  States' 
representative,  in  view  of  the  increased  importance  of  the  state  and 
local  role  in  the  privision  of  rail  passenger  service  anticipated  by 
this  legislation. 

Section  401-7 — Financing  of  the  Corporation 

This  section  makes  significant  changes  in  the  financial  structure 
of  Amtrak.  It  amends  section  304  of  the  Rail  Passenger  Service  Act 
to  provide  for  the  issuance  of  preferred  stock  by  Amtrak  to  the 
Federal  Government  in  order  to  better  protect  the  Government's 
interest  and  investment  in  Amtrak  in  the  event  of  liquidation: 
Specifically,  new  subsection  (c)  would  require  such  issuance  to  the 
Secretary  of  Transporation  as  a  prerequisite  to  obtaining  further 
Federal  funds.  Certain  preferred  stock  would  have  to  be  issued  by 
February  1,  1981,  and  be  equal  to  past  capital  grants  made  to 
Amtrak  through  fiscal  1981.  With  respect  to  future  operating  and 
capital  grants,  Amtrak  would  be  mandated  to  issue  such  stock 
within  30  days  of  the  close  of  each  fiscal  quarter.  There  would  be 
no  restrictions  on  the  amount  of  stock  held  by  the  Federal  Govern- 
ment nor  on  its  redemption  rights. 

As  under  current  law,  the  preferred  stock  would  have  liquidation 
preference  over  common  stock.  This  section  would  further  provide 
under  new  subsection  (d)  that  while  Amtrak  would  still  be  able  to 
issue  various  non-voting  certificates  of  indebtedness,  no  such  obli- 
gation could  have  a  liquidation  preference  higher  than  the  Federal 
Government's  outstanding  preferred  stock  nor  could  it  be  secured 
by  a  lien  on  Amtrak  property  without  the  permission  of  the  Secre- 
tary of  Transportation. 

Under  subsection  (e),  Amtrak  stockholders  would  continue  to 
have  inspection  rights  without  respect  to  the  amount  of  stock  held. 
Also,  preferred  stock  would  not  be  subject  to  any  issuance  fees  or 
taxes  unless  Congress  otherwise  specifies. 
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Section  401-8  Applicability  of  other  laws 

This  section  would  add  two  new  subsections  to  section  306  of  the 
Rail  Passenger  Service  Act.  Subsection  (m)  would  exempt  Amtrak 
from  future  payment  of  certain  state  and  local  sales  and  property 
taxes,  which  it  has  been  paying.  Specifically,  Amtrak  would  not  be 
required  to  pay  any  further  taxes  based  on  the  acquisition  and 
improvement  of  personal  property,  such  as  equipment,  or  on  the 
improvement  of  real  property,  made  in  connection  with  the  provi- 
sion of  rail  passenger  service.  It  is  expected  that  this  exemption 
would  provide  a  reduction  of  $6.5  million  in  Amtrak's  costs  during 
fiscal  year  1982. 

Also,  this  section  would  exempt  Amtrak  under  subsection  (n) 
from  state  and  local  full  crew  laws,  which  require  that  a  specified 
minimum  crew  be  employed  on  passenger  trains  operated  in  var- 
ious states.  Such  an  exemption  would  allow  Amtrak  to  reduce 
surplus  personnel  which  now  cost  Amtrak  approximately  one-half 
of  a  million  dollars  annually. 

Section  401-9 — Sanctions 

Section  307  of  the  Rail  Passenger  Service  Act  would  be  amended 
by  this  section  to  enable  Amtrak  to  make  changes  in  its  service 
subject  only  to  court  review  upon  petition  of  the  United  States 
Attorney  General.  In  the  past,  Amtrak  has  been  hampered  in  its 
efforts  to  discontinue  routes  by  a  multitude  of  court  actions  for 
injunctive  relief. 

Section  401-10 — Reports  to  the  Congress 

By  amending  section  308  of  the  Rail  Passenger  Service  Act,  this 
section  would  relieve  Amtrak  of  its  obligation  to  provide  Congress 
with  monthly  reports  on  revenues  and  expenses  attributable  to 
each  operating  railroad  over  which  Amtrak  service  is  provided.  It 
also  would  eliminate  the  requirement  that  the  Interstate  Com- 
merce Commission  report  annually  to  Congress  on  Amtrak.  Nei- 
ther of  these  reporting  requirements  is  necessary. 

Section  401-11 — Facility  and  service  agreements 

This  section  would  repeal  section  401(c)  of  the  Rail  Passenger 
Service  Act  which  provides  that,  except  for  auto-ferry  service,  no 
railroad  or  any  other  person  may  provide  intercity  rail  passenger 
service  over  a  route  over  which  Amtrak  is  operating,  unless  given 
consent  by  Amtrak.  This  amendment  should  be  considered  together 
with  Sec.  401-17  of  the  legislation,  which  encourages  private  enti- 
ties to  undertake  rail  passenger  service. 

Under  section  402(g)  of  the  Rail  Passenger  Service  Act,  Amtrak 
was  required  by  January  1,  1981,  to  enter  into  an  industrywide 
contract  with  other  rail  carriers  for  the  operation  of  special  and 
charter  trains.  This  section  would  eliminate  such  requirement, 
which  has  not  been  met.  Separate  contracts  with  individual  rail- 
roads still  could  be  entered  into  with  respect  to  such  special  serv- 
ice. 

Section  401-12 — New  service 

Section  403  of  the  Rail  Passenger  Service  Act  provides  tht 
Amtrak  shall  operate  additional  service  if  a  State,  local,  or  regional 
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government  agres  to  share  in  the  associated  costs.  Specifically, 
such  non-Federal  entity  must  agree  to  cover  20  percent  of  the 
solely  related  costs  (interpreted  to  mean  avoidable  losses)  in  the 
first  year  of  operation,  35  percent  in  the  second  year,  and  50 
percent  each  year  thereafter.  The  state  or  locality  also  must  agree 
to  cover  50  percent  of  the  capital  costs. 

This  section  makes  no  changes  with  respect  to  existing  contracts 
entered  into  pursuant  to  this  cost-sharing  arrangement  prior  to  the 
date  of  enactment  of  this  legislation.  However,  this  legislation 
would  add  a  new  section  403a  to  cover  future  such  agreements. 

Section  403a  is  different  from  the  current  program  in  several 
respects.  First,  a  private  party  would  be  able  to  fund  rail  passenger 
service  in  addition  to  the  states  and  localities.  Also,  such  cost- 
sharing  agreements  could  be  entered  into  for  retention  of  existing 
service  as  well  as  for  new  service  in  order  to  ensure  the  opportuni- 
ty for  continuing  service  which  Amtrak  might  otherwise  have  to 
discontinue.  In  addition,  Amtrak  would  not  have  to  enter  into 
these  agreements  and  could  require  that  the  non-federal  funding 
source  cover  more  than  the  percentages  of  operating  loss  heretofore 
mentioned.  Finally,  this  section  would  eliminate  the  period  for 
filing  applications  with  Amtrak,  the  technical  assistance  panels 
now  convened  to  review  applications,  and  the  requirement  that 
Amtrak  notify  a  state  of  a  fare  increase  on  one  of  its  subsidized 
routes. 

It  is  expected  that  these  changes  in  the  current  program  would 
encourage  expanded  non-federal  funding  of  rail  passenger  service. 
At  the  same  time,  this  section  would  ensure  that  Amtrak  share  in 
the  costs  of  operating  such  service  only  to  the  extent  that  its 
funding  level  allows. 

This  section  also  amends  section  403  relating  to  commuter  rail 
service  which  Amtrak  is  required  to  operate.  Effective  October  1, 
1981,  provisions  under  subsection  (d)  mandating  that  Amtrak  oper- 
ate certain  commuter  rail  service  at  reduced  fares  would  be  re- 
pealed since  the  current  law  does  not  require  operation  after  such 
date. 

With  respect  to  any  future  commuter  services  operated  by  Am- 
track,  new  section  403a(c)  provides  that  Amtrak  only  would  operate 
such  service  if  it  is  reimbursed  for  100  percent  of  the  associated 
avoidable  losses  and  such  other  amounts  as  the  Amtrak  Board  of 
Directors  determines  would  contribute  to  the  costs  of  providing 
intercity  rail  passenger  service.  This  amendment  would  help  to 
minimize  Amtrak's  losses,  given  the  funding  level  provided  in  this 
legislation. 

Section  401-13 — Service  changes 

Section  404  of  the  Rail  Passenger  Service  Act  sets  forth  certain 
criteria  to  be  followed  by  Amtrak  in  determining  whether  or  not  to 
discontinue  service.  Under  existing  subsection  (d),  Amtrak  cannot 
discontinue  a  long-distance  train  if  it  meets  the  criteria  of  150 
passenger  miles  per  train  mile  and  a  7$  avoidable  loss  per  passen- 
ger mile.  Similarly,  a  short-distance  train  cannot  be  eliminated  if  it 
meets  a  criteria  of  80  passenger  miles  per  train  mile  and  a  9$ 
avoidable  loss  per  passenger  mile.  Furthermore,  Amtrak  is  mandat- 
ed under  existing  subsection  (c)  to  conduct  an  annual  review  of  all 
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long-distance  trains  and  is  required  under  subsections  (e)  throu 
(g)  to  operate  certain  regional  balance  trains  and  short-haul  dem- 
onstration trains.  Finally,  subsection  (b)  requires  that  Ami 
make  certain  other  discontinuances  subject  to  its  corporate  f< 
and  service  criteria. 

This  section  would  eliminate  those  requirements  in  order  to 
cilitate  the  adjustments  in  Amtrak's  system  necessitated  by 
legislation.  Amtrak  would  be  able  to  discontinue  any  service,  with 
out  regard  to  any  statutory  criteria  or  to  its  corporate  route  ai 
service  crieria,  as  it  deemed  appropriate  in  order  to  comply  vs 
the  funding  levels  of  this  legislation. 

Section  401-14 — Protective  arrangements  for  employees 

In  anticipation  of  the  service  discontinuances  which  would  resul 
from  the  legislation,  this  section  would  make  significant  changes  in 
the  employee  protection  provisions  contained  in  section  405  of  \ 1 
Rail  Passenger  Service  Act.  Specifically,  new  subsection  (f)  would 
require  the  Amtrak  Board  of  Directors  to  elect  for  its  employees 
one  of  two  labor  protection  programs.  This  election  would  be  made 
within  60  days  of  the  date  of  enactment  of  this  Act,  betwen  th 
contractual  agreements  currently  in  effect  and  the  labor  protection 
provisions  included  in  this  section.  Pursuant  to  new  subsections  Q 
and  (h)(1),  if  this  latter  program  is  chosen,  Amtrak  would  be  re- 
quired to  give  appropriate  notice,  and  the  current  labor  protection 
contracts  would  no  longer  be  in  effect.  This  program  would  provide 
the  exclusive  protection. 

This  new  labor  protection  program  as  outlined  in  subsection 
(2)  through  (4)  would  provide  that  an  Amtrak  employee  deprived  • 
employment  would  receive  from  Amtrak  a  separation  allowance 
based  on  the  years  of  completed  service  with  Amtrak  and  with 
predecessor  rail  carrier.  Employees  with  service  between  6  and  1  5 
years  would  be  entitled  to  receive  $1,000  per  year  for  each  year  of 
completed  service  over  5  years.  Employees  with  service  between 
and  25  years  would  be  entitled  to  receive  $10,000  plus  $2,000  for 
each  year  of  completed  service  over  15  years.  Employees  wil 
service  of  over  25  years  would  be  entitled  to  receive  $10,000  p] 
$2,000  for  each  year  of  completed  half  of  such  separation  allowance 
no  later  than  30  days  after  the  employee  is  separated  from  employ- 
ment, with  the  remainder  to  be  paid  within  90  days.  These  pay- 
ments would  be  considered  taxable  earnings  for  the  purposes  of  the 
Railroad  Unemployment  Insurance  Act. 

The  benefits  provided  under  this  section  would  also  include 
moving  expenses  if  the  employee  is  required  to  make  a  change  in 
residence  within  3  years  of  the  discontinuance  in  order  to  retain 
employment  with  Amtrak  or  to  obtain  employment  with  another 
rail  carrier.  The  maximum  moving  expenses  benefit  would  be 
$5,000  and  would  include  the  costs  of  moving  the  employee's  family 
and  the  costs  associated  with  the  sale  of  a  house  or  with  an 
unexpired  lease. 

The  employee  also  would  be  entitled  to  receive  reasonable  ex- 
penses for  new  career  training  if  begun  within  2  years  of  a  service 
discontinuance.  The  maximum  benefit  for  retraining  would  be 
$5,000.  Finally,  the  employee  would  be  entitled  to  a  continuation  of 
medical  insurance  coverage  for  a  period  not  to  exceed  6  months 
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from  the  date  of  separation  unless  covered  in  a  new  position  by 
substantially  equivalent  group  medical  coverage.  Any  dispute  over 
these  benefits  would  be  resolved  through  arbitration  procedures 
agreed  to  by  labor  and  Amtrak  management. 

A  right  of  first  hire  with  other  rail  carriers  would  be  provided 
for  any  vacancy  in  a  class  or  craft  in  which  an  employee  was 
employed  by  Amtrak  or  a  predecessor  railroad,  unless  such  vacan- 
cy is  covered  by  a  mandatory  or  permissive  affirmative  action  plan. 
All  the  rights  afforded  by  this  labor  protection  provision  are  man- 
dated to  be  coequal  with  those  afforded  by  the  Milwaukee  Railroad 
Restructing  Act  and  the  Rock  Island  Transition  and  Employee 
Assistance  Act. 

In  addition  to  the  labor  protective  provisons  outlined  above,  sec- 
tion 401-12  of  the  bill  makes  two  changes  in  existing  law.  First,  it 
would  repeal  existing  section  405(e)  which  prohibits  Amtrak  from 
contracting  out  for  services  if  it  would  result  in  an  employee  lay- 
off. It  is  expected  that  the  elimination  of  this  provision  would  allow 
Amtrak  to  contract  out  for  food  services,  on  which  it  loses  at  least 
$50  million  a  year. 

It  also  would  provide  under  new  subsection  (e)  that  Amtrack 
continue  to  be  reimbursed  by  other  railroads  for  their  employees 
who  ride  on  Amtrack  at  a  reduced  rate.  The  reimbursement  would 
be  equal  to  at  least  25  percent  of  the  revenue  that  Amtrak  would 
otherwise  have  received. 

Section  401-15 — Operation  within  available  resources 

This  section  would  add  an  important  new  section  407  to  Title  IV 
of  the  Rail  Passenger  Service  Act.  Subsection  407(a)  would  require 
Amtrak  to  operate  within  the  limits  of  available  resources,  includ- 
ing Federal  grants,  state  and  local  assistance,  and  revenues.  Fur- 
thermore, beginning  in  fiscal  1982,  Amtrak's  revenues,  including 
non-Federal  funding,  would  have  to  cover  at  least  50  percent  of  its 
total  operating  costs,  excluding  capital  costs.  Also,  under  subsection 
(c)  of  Amtrak  would  be  required  to  reduce  its  management  costs  by 
10  percent  before  October,  1983. 

Amtrak  is  authorized  under  subsection  (b)  to  discontinue  routes, 
trains  and  services,  or  reduce  frequency  of  service,  as  necessary  to 
comply  with  the  funding  levels  of  this  legislation.  Amtrak  would  be 
required  to  provide  notice  upon  date  of  enactment  of  its  intention 
to  discontinue  service  as  appropriate  to  give  states  and  other  par- 
ties an  opportunity  to  agree  to  share  in  the  costs  of  such  oper- 
ations. 

Section  401-16 — Authorization  for  appropriations 

This  section  authorizes  appropriations  not  to  exceed  $735  million 
for  each  of  the  fiscal  years  1982,  1983  and  1984.  No  specific 
amounts  are  set  aside  for  operating,  capital,  nonfederally  subsi- 
dized service,  or  labor  protection.  Accordingly,  section  601  is 
amended  to  remove  the  specific  fiscal  1982  figures  for  capital,  state- 
subsidized  service,  and  labor  protection. 

Section  401-17 — Private  sector  rail  service 

A  new  section  812  would  be  added  to  the  Rail  Passenger  Service 
Act  to  this  legislation.  Under  subsection  (b),  such  operations  would 
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be  in  view  of  the  anticipated  reduction  by  Amtrak  of  its  system 
pursuant  to  this  legislation.  Under  subsection  (b),  such  operations 
would  be  exempt  from  all  but  safety  regulation. 

Section  401-18 — Amendments  to  the  Regional  Rail  Reorganization 
Act  of  1973 

Section  504(f)  of  the  Regional  Rail  Reorganization  Act  (3-R  Act) 
is  amended  to  provide  that  labor  negotiations  between  Amtrak  and 
former  Conrail  employees  are  to  commence  90  days  after  the  date 
of  enactment  of  this  legislation.  In  this  regard,  this  section  would 
eliminate  the  provision  that  if  no  agreement  is  reached  within  a 
certain  time  period,  these  employees  retain  the  work  rules  which 
they  had  at  Conrail.  This  amendment  is  intended  to  encourage  a 
renegotiation  with  these  employees  to  assist  Amtrak  in  assuming 
total  control  over  the  train  and  engine  crews  on  the  Northeast 
Corridor  and  to  assist  Amtrak  in  reducing  some  of  its  labor  costs. 

Also,  this  section  amends  the  3-R  Act  to  permit  Amtrak  to 
transfer  employees  in  the  Northeast  Corridor  outside  of  their  se- 
niority districts.  Currently,  other  railroads  operating  in  the  North- 
east have  this  option. 

Section  401-19 — Technical  and  conforming  amendments 

This  section  makes  technical  and  conforming  amendments  to  the 
Rail  Passenger  Service  Act. 

Section  401-20 — Labor-management  study 

This  section  would  require  Amtrak  and  representatives  of  labor 
and  other  railroads  to  submit  to  Congress  within  6  months  of  the 
date  of  enactment  of  this  legislation  a  joint  report  regarding  efforts 
and  recommendations  to  achieve  efficiencies  in  both  the  Amtrak 
management  and  labor  areas. 

Section  401-21 — Marketing  and  promotion 

This  section  amends  section  403(b)(8)  of  the  Rail  Passenger  Serv- 
ice Act  to  require  Amtrak  to  dedicate  at  least  4  percent  of  the 
revenues  generated  on  a  route  subsidized  under  that  section  to 
local  advertising  and  promotion  of  such  service.  The  current  law 
provides  that  Amtrak  dedicate  no  more  than  5  percent  for  such 
purpose. 

Section  401-22 — Personnel  study 

Amtrak  would  be  mandated  under  this  section  to  report  to  Con- 
gress within  3  months  of  the  date  of  enactment  of  this  legislation 
on  any  actural  or  potential  problems,  with  appropriate  legislative 
recommendations,  regarding  the  direct  employment  of  operating 
employees  for  whose  services  Amtrak  now  contracts  with  the  oper- 
ating railroads. 

Section  401-23 — Transfer  of  properties  and  services 

Under  this  section  Amtrak  is  authorized  to  initiate  negotiations 
with  Conrail  for  the  transfer  of  intercity  passenger  service  operat- 
ed by  Conrail.  The  section  provides  that  the  transfer  agreement 
shall  specify  at  least  the  service  responsibilities  to  be  transferred, 
the  rail  properties  to  be  conveyed,  and  a  transfer  date  not  later 
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than  one  year  after  enactment  of  this  Act.  Further,  it  requires  that 
such  transfer  agreements  be  entered  into  not  later  than  180  days 
after  the  date  of  enactment. 

If  Conrail  and  Amtrak  have  not  signed  a  transfer  agreement 
within  180  days  of  enactment,  the  section  directs  the  Secretary  of 
Transportation  to  determine  within  30  days  the  terms  and  condi- 
tions of  the  transfer  and  the  rail  properties  to  be  transferred. 

If  Conrail  and  Amtrak  do  not  sign  an  agreement  for  the  transfer, 
either  party  may  appeal  to  the  Secretary  for  a  determination  of  the 
properties  to  be  transferred  and  the  terms  and  conditions  of  the 
transfer. 

This  section  provides  that  Amtrak  shall  be  deemed  with  respect 
to  its  service  functions  a  rail  carrier  subject  to  Federal  laws  gov- 
erning the  rights  of  employees  in  the  railroad  industry,  including 
the  Federal  Emloyers  Liability  Act,  the  Railroad  Retirement  Act, 
the  Railroad  Unemployment  Insurance  Act,  and  the  Federal  rail- 
road safety  laws. 

Section  401-24 — Transfer  of  Northeast  corridor  intercity  passenger 
employees  to  Amtrak 

This  section  governs  the  transfer  of  Conrail  Northeast  corridor 
passenger  employees  to  Amtrak.  It  requires  Conrail  and  Amtrak  to 
estimate  the  number  of  positions  (by  full-time  equivalent  positions) 
devoted  to  services  for  which  Conrail  provides  personnel  for  the 
operation  of  Amtrak  intercity  passenger  trains  on  the  Northeast 
corridor.  Conrail  is  directed  to  transfer  to  Amtrak  a  sufficient 
number  of  employees  to  fill  the  new  Amtrak  positions. 

This  section  relieves  Conrail  of  its  contractual  obligation  to  pro- 
vide operating  personnel  for  Amtrak  Northeast  corridor  trains, 
since  the  requisite  personnel  will  be  permanently  transferred  to 
Amtrak  under  this  section. 

Section  401-25 — Definitions  relating  to  Northeast  corridor  provi- 
sions 

This  section  defines  the  terms  Amtrak  and  Conrail  for  purposes 
of  Sections  401-23  and  401-24  of  Part  I. 

Section  401-26 — Penalty  for  untimely  performance 

This  section  provides  that  when  a  passenger  train  arrives  more 
than  15  minutes  late  at  a  station  due  to  interference  by  a  freight 
train,  the  responsible  railroad  must  pay  a  fine  to  Amtrak.  The  fine 
will  be  determined  by  the  Commission. 

Section  401-27— Effective  date 

This  section  provides  that  the  provisions  of  this  Act  are  to  take 
effect  on  the  date  of  enactment,  except  as  otherwise  provided  in  the 
legislation. 

Section-by-Section  Analysis 

Section  411 — Short  title 

This  section  states  that  the  bill  may  be  cited  as  the  "Northeast 
Rail  Service  Act  of  1981." 
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PART  I — GENERAL  PROVISIONS 

This  title  of  the  bill  sets  forth  Congressional  findings,  describes 
the  purpose  of  the  legislation,  and  defines  key  terms. 

Section  l^ll-l — Findings 

There  are  six  findings  which  declare  that  (1)  the  3R  Act  has 
failed  to  create  a  self-sustaining  railroad  in  the  Northeast;  (2) 
current  arrangements  for  the  mix  of  freight  and  commuter  services 
in  the  region  are  inadequate;  (3)  there  is  little  likelihood  that 
Conrail  can  become  self-sufficient  in  the  foreseeable  future;  (4)  the 
employee  protection  provisions  have  been  far  more  expensive  than 
anticipated  and  now  pose  an  obstacle  to  establishment  of  improved 
rail  service  and  continued  employment  in  the  Northeast;  (5)  inte- 
gration of  Conrail's  service  into  the  Nation's  private  rail  system 
can  be  successful  only  if  adequate  and  equitable  protection  is  pro- 
vided for  affected  railroad  employees  and  if  acquiring  railroads  are 
not  required  to  assume  Conrail's  commuter  operations;  (6)  the  oper- 
ation of  commuter  services  by  states  or  related  entities  is  an  inte- 
gral government  function  of  the  states  which  should  be  assisted, 
but  not  superceded  by  the  Federal  Government. 

Section  1^11-2 — Purpose 

This  section  sets  forth  the  purposes  of  the  legislation:  to  provide 
for  the  reduction  by  Conrail  of  its  operating  costs;  to  transfer 
Conrail  passenger  service  responsibilities  without  consideration  to 
one  or  more  entities;  to  provide  adequate  and  equitable  labor  pro- 
tection for  employees  deprived  of  employment  by  the  legislation; 
and  to  transfer  Conrail's  freight  service  and  properties  to  other 
carriers  for  reasonable  compensation. 

Section  J^ll-3 — Definitions 

This  section  defines  the  important  terms  used  in  the  legislation. 

Subpart  2 — Transfer  of  Rail  Service  Responsibilities 

This  part  provides  for  the  transfer  of  Conrail  rail  properties  and 
service  responsibilities.  Chapter  I  authorizes  the  transfer  of  Con- 
rail's responsibility  for  operating  commuter  service  to  Amtrak 
Commuter  or  to  any  commuter  authority  that  wishes  to  provide 
that  service  directly.  Chapter  II  authorizes  the  transfer  of  Conrail 
freight  properties  to  railroads  and  other  entities. 

CHAPTER  I— Transfer  of  Conrail  Commuter  Services 

Section  412-1 — End  of  Conrail  obligations 

Under  this  section  Conrail's  obligation  to  operate  commuter  serv- 
ice ends  1  year  after  enactment. 

Section  412-2 — Establishment  of  Amtrak  commuter 

This  section  establishes  Amtrak  Commuter,  a  subsidiary  of 
Amtrak,  to  provide  commuter  services  on  a  contractual  basis  for 
those  commuter  authorities  that  do  not  assume  direct  control  of 
their  operations. 
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Section  412-3 — Directors  and  officers 

This  section  provides  that  the  Amtrak  Commuter  Board  of  Direc- 
tors will  consist  of  seven  members.  Three  will  be  representatives  of 
Amtrak  and  three  will  be  representatives  of  the  commuter  authori- 
ties. The  seventh  member  is  the  President.  The  first  President  will 
be  appointed  by  the  Secretary.  Thereafter,  the  President  will  be 
chosen  by  the  Board  of  Directors  of  Amtrak  Commuter.  The  Presi- 
dent will  serve  a  three-year  term  and  no  individual  may  serve  no 
more  than  two  terms.  The  other  Board  members  will  serve  two- 
year  terms. 

Section  412-4 — Operation  of  commuter  service,  general  powers  of 
Amtrak  commuter 

This  section  authorizes  Amtrak  Commuter  to  own,  manage  or 
contract  for  the  operation  of  commuter  services;  and  to  acquire  or 
contract  for  the  facilities  and  equipment  necessary  for  operation. 

This  section  also  authorizes  Amtrak  Commuter  to  issue  common 
stock  to  Amtrak. 

Section  412-5 — Northeast  corridor  coordination 

This  section  requires  Amtrak  Commuter  to  recommend  to 
Amtrak  policies  regarding  harmonious  and  equitable  access  and 
use  of  the  Northeast  Corridor  for  commuter  and  intercity  services; 
including  policies  for  fares,  schedules,  facilities  and  equipment. 

The  Amtrak  Commuter  Board  may  recommend  to  Amtrak  Board 
ways  to  resolve  any  differences  of  opinion  regarding  operations. 

Section  412-6 — Concerted  economic  action 

This  section  provides  that  persons  striking  against  Amtrak  Com- 
muter or  a  commuter  authority  will  not  induce  an  interference 
with  rail  freight  services.  Persons  engaged  in  a  strike  arising  out  of 
a  dispute  over  rail  freight  services  shall  similarly  not  induce  an 
interference  with  commuter  services. 

Section  412-7 — Notification 

This  section  requires  that  a  commuter  authority  notify  the  Secre- 
tary and  Conrail  not  later  than  90  days  after  enactment  if  it 
intends  to  assume  direct  control  of  its  commuter  operations  or  if  it 
intends  to  contract  with  Amtrak  commuter. 

Section  412-8— Transfer 

Under  this  section,  a  commuter  authority  or  a  state,  local  or 
regional  transportation  authority  is  authorized  to  initiate  negotia- 
tions with  Conrail  for  the  transfer  of  commuter  services  operated 
by  Conrail.  Subsection  (b)  provides  that  the  transfer  agreement 
shall  specify  at  least  the  service  responsibilities  to  be  transferred, 
the  rail  properties  to  be  conveyed,  and  a  transfer  date  not  later 
than  one  year  after  enactment  of  this  Act.  Subsection  (c)  requires 
that  such  transfer  agreements  be  entered  into  not  later  than  180 
days  after  the  date  of  enactment. 

Subsection  (d)  provides  for  the  transfer  of  Conrail's  commuter 
services  and  related  properties  in  the  Northeast  Corridor  not  trans- 
ferred directly  to  the  commuter  authorities  under  subsection  (a). 
These  services  are  to  be  transferred  to  Amtrak  Commuter  under 
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terms  and  conditions  agreed  to  by  Conrail  and  Amtrak  Commuter. 
The  transfer  is  to  take  place  one  year  after  enactment. 

If  Conrail  and  Amtrak  Commuter  have  not  signed  a  transfer 
agreement  within  180  days  of  enactment,  subsection  (e)  directs  the 
Secretary  of  Transportation  to  determine  within  30  days  the  terms 
and  conditions  of  the  transfer  and  the  rail  properties  to  be  trans- 
ferred. 

Pursuant  to  subsection  (f)  if  a  commuter  authority  later  wants 
Amtrak  Commuter  to  transfer  commuter  service  to  the  authority, 
Amtrak  Commuter  is  required  to  do  so  upon  terms  and  conditions 
agreed  upon  by  Amtrak  Commuter  and  the  commuter  authority. 

If  Amtrak  Commuter  and  the  commuter  authority  do  not  sign  an 
agreement  for  the  transfer,  either  party  may  appeal  to  the  Secre- 
tary under  subsection  (g)  for  a  determination  of  the  properties  to  be 
transferred  and  the  terms  and  conditions  of  the  transfer.  Commut- 
er service  outside  the  Northeast  Corridor  not  transferred  directly 
to  a  State,  local,  or  regional  transportation  authority  would  cease 
to  be  operated  one  year  after  the  effective  date  of  the  act. 

Subsection  (h)  provides  that  a  commuter  authority  assuming  rail 
commuter  service  responsibilities  shall  be  subject  to  the  Federal 
Employers  Liability  Act,  the  Railroad  Retirement  Act,  the  Railroad 
Unemployment  Insurance  Act,  and  the  Federal  railroad  safety 
laws. 

Section  412-9 — Regulatory  approval 

This  section  exempts  transfers  under  section  412-8  from  compli- 
ance with  the  provisions  of  subtitle  IV  of  title  49  United  States 
Code  (formerly  the  Interstate  Commerce  Act). 

Subsection  (b)  makes  the  exemption  applicable  to  subsequent 
transfers  and  determinations  of  the  Secretary  under  section  412-8 
(f)  and  (g)  so  long  as  the  transfers  are  effected  within  4  years  of 
enactment. 

Section  412-10 — Authorization  for  appropriations 

Amtrak  Commuter  is  required  to  operate  commuter  service  in 
the  Northeast  Corridor  if  requested  to  do  so  by  a  commuter  author- 
ity. Amtrak  Commuter  would  be  reimbursed  for  the  cost  of  provid- 
ing the  service.  Within  120  days  of  enactment,  the  ICC  shall  deter- 
mine an  appropriate  costing  methodology  for  computing  Amtrak 
Commuter's  compensation,  unless  the  parties  have  otherwise 
agreed  on  a  methodology.  The  Commission's  determination  shall 
insure  that  there  is  no  cross  subsidization  between  intercity  and 
commuter  rail  services.  If  Amtrak  Commuter  and  the  commuter 
authority  do  not  agree  on  other  terms  and  conditions  for  operation 
of  the  commuter  service,  either  party  may  petition  the  Commission 
to  establish  just  and  reasonable  terms  and  conditions.  Amtrak 
Commuter  may  cease  to  operate  commuter  service  if  the  commuter 
authority  fails  to  pay  Amtrak  Commuter  within  90  days.  Section 
412-10  would  also  authorize,  beginning  in  fiscal  1982,  not  to  exceed 
$50  million  to  be  appropriated  to  facilitate  the  transfer  of  commut- 
er services  from  Conrail  to  other  operators.  The  Secretary  shall 
establish  by  regulation  standards  for  obligation  of  these  funds 
under  the  rulemaking  authority  provided  by  section  416-8  of  this 
act,  but  shall  insure  that  such  funds  are  equitably  distributed 
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among  Amtrak  Commuter,  commuter  authorities,  or  any  other 
entity  that  contracts  with  Amtrak  Commuter  for  the  operation  of 
commuter  services. 

CHAPTER  II — Transfer  of  Freight  Service  Responsibilities 

Section  412-11 — Transfer  agreements 

This  section  directs  the  Secretary  to  utilize  this  authority  to 
initiate  conferences  and  negotiations  with  respect  to  rail  restruc- 
turing to  promote  the  development  of  agreements  between  Conrail 
and  financially  responsible  persons  for  the  transfer  of  Conrail's 
freight  properties  and  service  responsibilities.  The  object  of  this 
process  would  be  the  integration  of  Conrail  lines  into  those  carriers 
capable  of  providing  high  quality  service. 

As  part  of  the  negotiation  process,  the  Secretary  is  required 
under  subsection  (b)  to  consult  with  affected  employees,  appropri- 
ate state  and  local  officials,  shippers  and  other  interested  persons. 
This  provision,  added  during  Committee  consideration  of  the  bill,  is 
designed  to  insure  that  all  interested  parties  have  direct  input 
during  the  negotiation  process  before  the  Secretary  enters  into  a 
freight  transfer  agreement  or  agreements. 

Negotiation  under  the  auspices  of  the  Secretary  is  a  practicable 
method  for  reconciling  the  public  interest  in  continued  rail  service 
in  the  Northeast  with  the  need  of  private  sector  businesses  to 
discuss  confidential  data  and  explore  alternate  system  configura- 
tions. Conrail,  shippers  and  other  interested  persons  will  play  an 
important  role  in  the  negotiations.  Conrail  management  will  pro- 
vide technical  support  to  the  Secretary  and  apply  its  business 
expertise  to  the  design  and  evaluation  of  proposed  transfer  agree- 
ments. Final  agreements  will  be  signed  by  Conrail  as  owner  of  the 
properties  and  obligated  person  under  service  contracts.  Purchase 
price  will  be  paid  to  Conrail. 

Subsection  (c)  provides  that  the  transfer  agreements  shall  specify 
the  rail  properties  and  the  service  responsibilities  to  be  transferred 
and  such  other  terms  as  appropriate. 

Subsection  (d)  addresses  the  problem  of  switching  and  terminal 
services  in  the  Northeast  Corridor,  where  traffic  densities  and  in- 
terference among  inter-city  passenger,  commuter,  and  freight  oper- 
ations make  operations  particularly  difficult.  If  potential  acquiring 
railroads  are  unwilling  to  undertake  adequate  freight  terminal 
operations,  the  Secretary  shall  provide  for  the  formation  of  neutral 
terminal  companies  in  the  area  to  provide  the  necessary  services.  If 
such  terminal  companies  are  needed,  the  Secretary  shall  make 
every  effort  to  have  them  in  place  by  the  date  of  implementation  of 
the  transfer  agreements.  A  1-year  period  is  provided  to  allow  for 
unanticipated  problems.  It  is  not  the  Committee's  intent  that  this 
provision  be  construed  as  justification  for  delaying  the  formation  of 
terminal  companies. 

Section  412-12 — Profitability  determination 

Subsection  (a)  expresses  Congressional  intent  that  to  the  extent 
practicable,  the  Secretary  shall  make  every  effort  to  transfer  Con- 
rail as  a  single  entity. 
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Subsection  (b)  provides  that  no  sale  of  property  may  occur  before 
June  1,  1982.  After  that  date,  the  Secretary  may  propose  the  sale  of 
Conrail  as  an  entity.  If  Conrail  is  determined  to  be  unprofitable 
under  subsection  (e)(2)  of  this  section,  the  Secretary  can  propose  to 
transfer  individual  Conrail  lines  to  separate  purchasers  after  De- 
cember 1.  19S2.  If.  however,  it  is  determined  that  Conrail  is  profit- 
able under  subsection  (eXl)  of  this  section,  the  Secretary  may  not 
propose  the  transfer  of  individual  Conrail  lines  to  separate  pur- 
chasers until  after  August  1,  1983. 

The  Conrail  Advisory  Board  shall  periodically  report  to  Congress 
on  whether  or  not  Conrail  is  meeting  the  goals  set  forth  in  section 
411-2  of  this  Act.  Subsection  (b)  requires  a  Conrail  Advisory  Board 
to  determine  whether  or  not  Conrail  has  reached  a  point  of  profit- 
ability by  December  1.  1982.  Paragraph  (d)(2)  defines  profitability 
as  the  generation  of  net  income  in  accordance  writh  accepted  ICC 
accounting  principles.  Further,  the  paragraph  excludes  from  the 
definition  of  profitability  labor  protection  responsibility  to  the 
extent  not  reimbursed  by  the  Federal  Government  and  payments 
made  by  Conrail  with  respect  to  its  responsibility  on  Series  A 
preferred  stock  held  by  the  Federal  Government,  and  Amtrak  costs 
attributable  to  passenger  operations. 

Subsection  (e)  reiterates  that  Conrail  may  be  sold  as  an  entire 
entity  anytime  after  June  1.  1982.  However,  if  the  Advisory  Board 
makes  the  determination  that  Conrail  is  unprofitable,  the  system 
could  be  sold  in  parcels  to  individual  purchasers  at  anytime  after 
December  1,  1982. 

Subsection  if)  provides  that  the  Conrail  Advisory  Board  shall  be 
composed  of  the  Secretaries  of  the  Treasury  and  Transportation, 
the  Comptroller  General  of  the  United  States,  the  Chairman  of  the 
United  States  Railway  Association,  and  the  Chief  Executive  Officer 
of  Conrail. 

Subsection  (g)  defines  net  income  as  used  in  this  section  as  deter- 
mined by  the  Interstate  Commerce  Commission's  uniform  system  of 
accounts  for  rail  carriers.  This  Subsection  further  defines  transfer 
of  the  Conrail  system  as  an  entity  as  the  sale  of  Conrail  stock  or 
the  sale  of  substantially  all  Conrail  property  as  a  single  transac- 
tion. 

Section  412-13 — Credits  for  transfer  expenses 

Subsection  (a)  provides  that  all  reasonable  expenses  incurred  in 
transfer  negotiations  by  the  purchases  of  rail  lines  shall  be  credited 
against  the  total  purchase  price  for  such  lines;  provided  that  the 
purchaser  entered  into  such  negotiations  in  good  faith  within  six 
months  after  the  date  of  enactment  of  this  Act. 

Subsection  (b)  provides  that  expenses  for  labor  protection  that 
purchasers  of  Conrail  lines  incur  pursuant  to  section  414-7  of  this 
Act  can  be  credited  against  the  total  purchase  price  of  such  line. 
However,  the  credit  cannot  exceed  expenses  for  a  period  longer 
than  twelve  months. 

Section  412-14 — Consolidation  of  agreements 

This  section  includes  provisions  regarding  the  extent  of  service  to 
be  assumed  by  acquiring  carriers,  a  final  transfer  date,  and  the 
consolidation  of  the  various  transfer  agreements. 
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Subsection  (a)  directs  the  Secretary  to  insure  that  the  freight 
transfer  agreements  provide  for  the  continuation  of  the  optimum 
level  of  self-sustaining  rail  service,  consistent  with  the  needs  of  the 
communities  now  served  by  Conrail  and  the  long-term  viability  of 
acquiring  railroads,  and  the  preservation  and  enhancement  of 
transportation  competition. 

Subsection  (b)  provides  that  all  the  freight  transfer  agreements 
shall  include  the  same  transfer  date.  The  transfer  date  shall  be  a 
date  not  later  than  36  months  after  the  effective  date  of  the  Act. 

Subsection  (c)  requires  the  Secretary  to  consolidate  all  the  freight 
transfer  agreements  for  purposes  of  public  comment  and  Congres- 
sional review  under  section  412-15  of  the  Act. 

Section  412-15 — Public  comment  and  congressional  notification 

This  section  sets  forth  procedures  for  public  participation  and 
notification  of  the  Congress. 

Subsection  (a)  provides  a  public  comment  period  of  at  least  60 
days  with  regard  to  the  transfer  agreements  and  the  Secretary's 
proposed  determination  of  approval.  The  Attorney  General  shall 
comment  on  any  antitrust  implications  of  the  transfer  agreement. 

Subsection  (b)  provides  for  comment  by  the  ICC  on  the  effect  of 
the  proposed  transfer  agreement  on  the  adequacy  of  transporta- 
tion. Further,  the  Commission  is  to  comment  on  any  adverse  effects 
the  agreement  would  have  on  other  rail  carriers  or  competition 
among  rail  carriers. 

Subsection  (c)  permits  the  Secretary,  after  consideration  of  public 
comment,  to  grant  final  approval  to  a  transfer  agreement  as  modi- 
fied. In  the  event  the  acquiring  railroad  and  the  Secretary  do  not 
agree  on  appropriate  modifications,  negotiations  could  be  reopened 
and  new  proposals  developed.  Once  final  approval  has  been  granted 
by  the  Secretary,  that  determination  would  not  be  subject  to  judi- 
cial review.  This  consistent,  with  the  approach  of  section  209  of  the 
Regional  Rail  Reorganization  Act  of  1973  (3R  Act),  under  which 
Conrail  was  created.  Challenges  to  the  implementation  of  transfer 
agreements  could  result  in  extensive  delays  threatening  the  con- 
tinuation of  rail  service  in  the  region.  The  threat  of  piecemeal 
litigation  of  agreements  could  also  deter  purchasers  from  partici- 
pating in  the  transfer  process. 

Subsection  (d)  directs  the  Secretary  to  transmit  the  transfer 
agreements  to  the  Congress,  together  with  his  determination  of 
approval.  The  transfer  agreements  would  be  deemed  approved  at 
the  end  of  120  calendar  days,  unless  both  Houses  pass  a  resolution 
stating  that  they  do  not  approve  the  transfer  agreements. 

Subsection  (e)  requires  the  ICC  and  the  Attorney  General  to 
report  to  Congress  on  the  package  of  transfer  agreements  negotiat- 
ed by  the  Secretary.  The  time  period  for  these  comments  is  30  days 
from  receipt  of  the  agreement  from  the  Secretary.  This  provision 
has  been  added  to  the  legislation  by  the  Committee  to  provide 
assistance  to  Congress  in  its  deliberations. 

Section  412-16 — Performance  under  agreements:  Effect 

This  section  authorized  performance  under  a  transfer  agreement 
and  exempts  the  operation  of  the  agreement  from  any  other  ap- 
proval process.  The  issuance  of  securities  to  the  United  States  or 
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Conrail  for  the  financing  of  a  transaction  would  be  exempt  from 
the  securities  laws,  since  it  would  appear  that  the  Government  and 
Conrail  will  have  the  adequate  means  to  determine  the  worth  of 
those  securities.  Subsection  (b)  provides  that  the  acquiring  railroad 
shall  be  deemed  a  rail  carrier  on  the  transfer  date  and  shall 
assume  service  responsibilities  under  subtitles  IV  of  title  49  of  the 
code.  This  subsection  also  authorized  the  discontinuance  of  rail 
service  by  Conrail  over  lines  conveyed  and  all  other  rail  properties 
on  the  transfer  date. 

Section  1^12-17 — Light  density  rail  service 

Subsection  (a)  provides  that  the  Secretary  shall,  to  the  extent 
possible,  encourage  purchasers  of  property  to  assume  operating 
responsibilities  over  all  associated  branchlines  which  are  financial- 
ly viable. 

Subsection  (b)  provides  that  the  Secretary  may  negotiate  for  and 
execute  the  transfer  of  any  lines  designated  by  Conrail  as  not 
necessary  to  achieve  profitability  as  defined  in  section  412-12  of 
this  subtitle.  Conrail  shall  make  such  a  determination  on  any  line 
within  thirty  days  of  such  request  by  the  Secretary  of  Transporta- 
tion. 

Subsection  (c)  provides  that  not  withstanding  the  provisions  of 
section  412-12  from  the  data  of  enactment  the  Secretary  may 
negotiate  and  execute  a  transfer  of  the  following  classification  of 
lines: 

(1)  any  Conrail  lines  subject  to  abandonment. 

(2)  rail  properties  located  in  the  States  of  Rhode  Island  and 
Connecticut. 

(3)  branch  lines  identified  by  Conrail  as  not  necessary  for  the 
achievement  of  profitability  pursuant  to  subsection  (b)  of  this 
section. 

Subsection  (d)  provides  that  all  lines  are  subject  to  a  transfer 
agreement  under  section  412-15  of  this  Chapter  for  subsection  (c)  of 
this  section  can  be  transferred  to  states  or  shippers  or  any  combi- 
nation free  of  the  Rail  Common  Carrier  Status  under  the  require- 
ments of  Subtitle  IV  of  Title  49  United  States  Code. 

Subsection  (e)  provides  that  compensation  for  the  transfer  of 
these  properties  may  be  for  a  nominal  consideration  if  justified  by 
the  public  benefit.  Further  this  subsection  frees  a  noncarrier  entity 
purchaser  from  regulatory  authority  under  Subtitle  IV  of  title  49, 
United  States  Code. 

Section  412-18 — Abandonment  and  disposition  of  property 

Subsection  (a)  provides  that  all  transferred  agreements  entered 
into  this  subsection  or  section  412-11  of  the  subtitle  shall  provide 
for  the  disposition  of  proceeds  of  liquidation  in  the  event  that 
property  transferred  or  leased  is  abandoned  within  five  years  after 
the  transfer  date. 

Subsection  (b)  provides  that  no  purchaser  can  submit  an  applica- 
tion for  abandonment  on  any  line  transfer  until  one  year  after  the 
date  of  any  transfer  or  sale. 
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Section  412-19 — Other  transactions 

This  section  permits  Conrail  to  dispose  of  remaining  rail  proper- 
ties on  which  service  has  been  discontinued,  and  other  assets,  and 
to  seek  dissolution. 

Section  412-20 — Authorization  for  appropriations 

The  purpose  if  this  section  is  to  ensure  that  Conrail  will  be  able 
to  provide  uninterrupted  rail  service  throughout  the  transfer  proc- 
ess. Specifically,  it  provides  that  there  be  authorized  to  be  appropri- 
ated $1  million  for  Conrail  to  maintain  essential  rail  services  during 
the  transfer  process. 

Subpart  3— Protection  for  Conrail  Employees 

This  title  provides  protection  for  Conrail  employees  who  lose 
their  jobs  as  a  result  of  transactions  authorized  by  the  bill,  while 
title  IV  defines  the  rights  of  employees  hired  by  acquiring  rail- 
roads. Together,  the  two  titles  replace  the  extremely  costly  protec- 
tion scheme  set  forth  in  title  V  of  the  Regional  Rail  Reorganization 
Act  of  1973. 

Section  413-1 — Work  force  reduction  program 

This  section  contains  a  '  'Special  Termination  Allowance"  allow- 
ing Conrail  to  ' 'blank"  the  positions  (eliminate  the  job  with  the 
man)  vacated  under  the  program.  Separations  would  be  limited  to 
the  numbers  of  excess  firemen  and  second  and  third  brakemen 
(including  passenger  firemen)  presently  employed  by  Conrail  (but 
not  necessarily  the  individuals  occupying  those  positions  if  more 
senior  personnel  wish  to  be  separated).  About  4600  positions  are  at 
issue,  and  their  elimination  would  make  the  properties  more  sale- 
able. This  was  addressed  in  the  Conrail  settlement  after  the  DOT 
bill  was  introduced. 

The  program  would  operate  at  the  discretion  of  Conrail  but 
mandatorily  as  to  affected  employees  (after  voluntary  separations 
were  taken).  The  section  provides  for  payments  at  the  rate  of  $200 
per  month  of  active  service  with  Conrail  or  a  predecessor,  with  a 
cap  of  $25,000  (i.e.,  4  years,  2  months  service). 

Section  413-2 — Separation  allowance 

This  section  provides  for  separation  allowances  for  employees  of 
Conrail  who  do  not  receive  offers  of  employment  from  acquiring 
railroads.  The  amount  of  an  allowance  would  be  determined  by  the 
number  of  years  the  particular  employee  had  been  employed  by 
Conrail  and  its  predecessor  railroads  as  of  the  date  of  separation. 
For  example,  an  employee  who  had  served  on  the  New  York  Cen- 
tral, the  Penn  Central,  and  then  Conrail  would  be  creditied  with 
the  individual's  service  under  all  three  corporate  entities. 

The  maximum  allowance  would  be  $30,000.  The  schedule  for 
computation  is  graduated  to  provide  greater  protection  for  individ- 
uals who  have  invested  significant  periods  in  service  to  Conrail  and 
its  predecessors.  The  schedule  also  recognizes  the  greater  difficulty 
and  hardship  associated  with  retraining  and  relocation  of  employ- 
ees who  are  older  and  have  deeper  roots  in  their  communities. 

Subsection  (d)  preserves  the  eligibility  of  employees  deprived  of 
employment  to  railroad  unemployment  insurance.  Under  a  pecu- 
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liarity  of  the  Railroad  Unemployment  Insurance  Act,  for  purposes 
of  establishing  eligibility  for  future  coverage  a  separation  allow- 
ance is  treated  as  income  only  on  the  day  it  is  paid.  However,  an 
employee  is  disallowed  from  receiving  unemployment  benefits  for  a 
period  determined  by  dividing  the  allowance  by  the  employee's 
straight-time  wage  for  a  two-week  period.  (For  instance,  an  employ- 
ee whose  allowance  is  $30,000  and  whose  straight-time  wage  per  2- 
week  pay  period  is  $1,000  would  be  disallowed  unemployment  com- 
pensation for  30  pay  periods,  or  over  1  year.)  In  some  cases,  this 
can  result  in  an  employee  receiving  no  unemployment  benefits  or 
very  limited  benefits,  even  if  he  remains  unemployed  through  no 
fault  of  his  own  for  an  extended  period.  This  is  because  the  employ- 
ee is  -  'earning"  no  new  entitlement  to  benefits  during  the  period 
the  employee  is  disallowed  from  receiving  benefits.  The  bill  would 
disallow  eligibility  for  benefits  immediately  after  payment  of  the 
allowance  but  would  treat  the  allowance  as  if  it  had  been  paid  as 
regular  wages  for  purposes  of  establishing  future  eligibility.  This 
protection  may  be  required  by  some  employees  affected  by  service 
transfers  because  of  the  concentration  of  persons  who  will  be  seek- 
ing new  employment  at  the  same  time  in  specific  areas.  The  provi- 
sion also  eliminates  an  anomalous  situation  whereby  an  employee's 
entitlement  to  unemployment  insurance  following  the  disqualifica- 
tion period  may  depend  upon  the  date  on  which  he  was  separated. 

Section  413-3 — Preferential  hiring 

For  Conrail  employees  who  fail  to  receive  offers  from  acquiring 
railroads,  this  section  provides  the  same  rights  to  be  hired  by  other 
railroads  on  a  priority  basis  that  was  afforded  to  dismissed  Rock 
Island  and  Milwaukee  Railroad  employees.  This  priority  is 
strengthened  by  deletion  of  the  phrase  "unless  found  to  be  less 
qualified  than  other  applicants,"  and  substitution  of  language  that 
qualifies  the  hiring  preference  on  the  more  objective  basis  of  expe- 
rience in  the  class  and  craft  of  employment. 

Section  Jfl3-Jf — Central  register  of  railroad  employment 

This  section  creates  a  central  register  of  railroad  employment, 
building  on  the  system  of  job  placement  created  for  Rock  Island 
and  Milwaukee  employees  by  the  Railroad  Retirement  Board.  The 
Board  would  actively  promote  the  placement  of  Conrail  employees 
and  other  displaced  railroad  employees.  All  railroads  would  be 
required  to  provide  notice  of  vacancies  that  they  are  unable  to  fill 
from  their  existing  roster,  and  the  Board  would  act  as  an  agent  for 
former  railroad  employees  entitled  to  statutory  preference  by  filing 
applications  for  employment.  Under  section  413-9  discussed  below, 
the  Board  would  have  authority  to  issue  any  regulations  necessary 
to  assure  that  hiring  preferences  are  effectuated. 

The  purposes  sought  to  be  achieved  by  these  provisions  could  be 
accomplished  more  effectively  if  the  railroads  unite  with  rail  labor 
organizations  to  establish  voluntary  mechanisms  to  place  unem- 
ployed railroad  workers.  While  the  poor  placement  results  of  the 
Rock  Island  and  Milwaukee  experiences  may  have  been  due  in  part 
to  the  reluctance  of  railroad  employees  to  move  from  their  commu- 
nities, there  also  appears  to  be  a  problem  of  insufficient  effort 
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within  the  industry  to  preserve  the  industry's  most  important 
asset — trained  and  experienced  personnel. 

The  central  register  and  related  requirements  and  administra- 
tive mechanisms  would  be  maintained  for  a  period  of  5  years  after 
the  transfer  date. 

Section  413-5 — Moving  expenses 

This  section  provides  for  moving  expense  benefits  for  former 
Conrail  employees  who  are  forced  to  move  to  obtain  employment 
with  another  railroad.  Under  section  414-4(b)(3),  discussed  below, 
this  benefit  would  extend  to  a  Conrail  employee  offered  a  position 
with  an  acquiring  railroad  that  requires  a  change  of  residence. 

The  types  of  costs  for  which  payment  is  authorized  would  be 
similar  to  those  allowed  under  other  protective  conditions.  The 
maximum  benefit  for  any  individual  would  be  $5,000,  reduced  by 
any  retraining  benefit  paid  under  section  413-6. 

Section  413-6 — New  career  training  assistance 

This  section  authorizes  the  payment  of  new  career  training  ex- 
penses for  former  Conrail  employees  who  are  not  offered  employ- 
ment with  an  acquiring  railroad.  The  maximum  benefit  would  be 
$5,000  reduced  by  the  amount  of  any  moving  expense  benefit  paid 
to  the  individual. 

Section  413-7 — Medical  insurance 

This  section  provides  for  the  continuation  of  group  medical  insur- 
ance coverage  for  former  Conrail  employees  who  are  not  offered 
employment  by  an  acquiring  railroad.  The  maximum  period  of 
coverage  is  6  months  from  date  of  separation.  In  the  event  an 
employee  comes  under  the  coverage  of  another  comprehensive  group 
policy  as  a  result  of  re-employment  prior  to  the  expiration  of  6 
months,  coverage  lapses  immediately. 

Section  413-8 — Commuter  employees 

This  section  extends  the  benefits  of  subpart  3  to  any  Conrail 
employee  who  is  transferred  to  Amtrak  Commuter  and  who,  there 
after,  is  deprived  of  gainful  employment  as  a  result  of  a  transfer  of 
commuter  service  responsibilities  from  Amtrak  Commuter  to  a 
commuter  authority.  The  employee  would  be  required  to  resign  his 
or  her  seniority  with  Amtrak  Commuter  to  qualify. 

Subsection  (c)  also  extends  benefits  to  any  employee  who  is  trans- 
ferred to  Amtrak  Commuter  or  a  commuter  authority  who  later  is 
separated  from  employment  because  of  a  bargaining  agreement 
under  sections  414-2.  Under  subsection  (d)  Amtrak  Commuter  or 
the  commuter  authority  shall  pay  the  benefits  from  funds  made 
available  by  this  Act. 

Section  413-9 — Authority  of  the  Board  and  the  Secretary 

This  section  prescribes  the  powers  of  the  Railroad  Retirement 
Board  in  administering  the  provisions  of  sections  413-3  (Preferential 
Hiring),  413-4  (Central  Register  of  Railroad  Employment),  413-5 
(Moving  Expenses),  413-6  (New  Career  Training  Assistance),  and 
413-7  (Medical  Insurance).  The  Secretary  is  required  to  transfer  to 
the  Board  funds  appropriated  for  employee  protection.  The  Board 
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would  allocate  funds  needed  for  separation  allowances  to  Conrail 
and  Amtrak  (as  successor  to  Conrail  as  an  employer  of  commuter 
service  employees),  and  the  remaining  funds  would  be  available  for 
the  Board-administered  provisions  of  this  title,  such  as  moving 
expenses,  medical  insurance,  and  retraining.  In  addition,  the  Secre- 
tary is  authorized  to  assist  the  Board  in  developing  programs  under 
this  title.  The  broad  authority  given  the  Board  under  this  Section, 
is  intended  to  avoid  the  implementation  problems,  particularly  in 
regard  to  priority  hiring,  that  arose  under  the  Milwaukee  and  Rock 
Island  legislation. 

Section  413-10 — Relationships  to  other  laws:  Repeals 

This  section  defines  the  relationship  of  this  legislation  to  other 
provisions  of  law. 

Subsection  (a)  repeals  all  provisions  of  Title  V  of  the  Regional 
Rail  Reorganization  Act  of  1973,  except  those  necessary  to  the 
continued  functions  of  Conrail  prior  to  service  transfer.  Title  V  is 
the  source  of  labor  protection  provisions  that  have  proved  to  be 
excessively  costly  to  the  taxpayer,  as  described  in  the  April  reports 
of  Conrail,  USRA,  and  the  Department,  as  well  as  the  Conrail 
March  15  report  on  labor.  Retention  of  Title  V,  particularly  the 
provisions  concerning  monthly  displacement  allowances,  consti- 
tutes a  virtually  absolute  bar  to  service  transfer,  since  acquiring 
railroads  would  not  be  willing  to  assume  these  obligations.  The  bill 
terminates  this  entitlement  program  as  of  October  1,  1981. Howev- 
er, employees  who  performed  service  through  September  of  1981,  or 
held  themserves  available  for  service,  would  be  paid  any  benefits 
due  on  October  1,  1981,  if  timely  claimed  under  present  law. 

Subsection  (b)(1)  is  a  clause  of  limitation  that  makes  clear  that 
the  employee  protection  provisions  of  the  bill  are  the  exclusive 
protection  for  employees  affected  by  service  transfers  under  the 
bill.  The  waiver  provision  of  paragraph  (2)  is  a  technical  provision 
intended  to  bar  an  employee  from  accepting  the  protections  of  the 
bill  while  challenging  its  exclusivity  in  the  courts. 

Subsection  (c)  repeals  provisions  of  the  Milwaukee  Railroad  Re- 
structuring Act  and  Rock  Island  Transition  and  Employee  Assist- 
ance Act  relating  to  the  maintenance  by  the  Railroad  Retirement 
Board  of  lists  of  dismissed  employees,  since  those  lists  would  be 
incorporated  into  the  central  register  established  by  section  413-4 
of  the  bill. 

Subsection  (d)  repeals  sections  216(b)(3)  of  the  3-R  Act  and 
509(b)(1)  of  the  4-R  Act  which  provide  for  special  funding  to  imple- 
ment Conrail's  workforce  reduction  program.  This  funding  would 
not  be  necessary  in  view  of  the  funding  authorized  by  section  413- 
11  for  labor  protection  payments. 

Section  413-11 — Authorization  for  appropriations 

This  section  authorizes  the  appropriation  of  not  more  than  $1 
million  for  employee  protection  under  this  title. 
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Subpart  4 — Terms  of  Labor  Assumption 

CHAPTER  I— Passenger  Employees 

Section  J^1J^-1 — Implementing  agreements 

Section  414-1  governs  the  transfer  of  Conrail  commuter  employ- 
ees to  Amtrak  Commuter  or  the  commuter  authorities.  Subsections 

(a)  and  (b)  require  Amtrak  Commuter  or  the  commuter  authorities, 
whichever  is  applicable,  plus  Conrail,  and  the  representatives  of 
the  employees  to  enter  into  implementing  agreements  within  21 
days  after  enactment  of  the  Act. 

Subsection  (c)  sets  out  the  matters  which  the  negotiations  re- 
quired by  subsections  (a)  and  (b)  are  to  provide  for.  The  negotia- 
tions are  to  determine  the  number  of  employees  to  be  transferred, 
identify  the  employees  to  be  transferred,  and  set  forth  the  proce- 
dures for  employees  electing  to  be  transferred.  The  negotiations  are 
to  ensure  that  all  such  employees  are  transferred  not  later  than 
one  year  after  the  date  of  enactment. 

Subsection  (d)  establishes  a  mechanism  which  is  to  come  into 
play  if  the  parties  to  the  negotiations  cannot  come  to  an  agreement 
within  the  required  210  days.  The  subsection  requires  the  parties  to 
select  a  neutral  referee  within  10  days.  If  they  are  unable  to  do  so, 
then  the  National  Mediation  Board  shall  immediately  appoint  a 
referee.  The  referee  shall  commence  hearings  not  later  than  10 
days  after  his  or  her  appointment  and  render  a  decision  30  days 
after  commencement  of  such  hearings.  The  referee  is  to  resolve  all 
the  matters  in  dispute.  The  referee's  decision  is  final  and  binding 
on  the  parties,  and  shall  constitute  the  implementing  agreement  or 
agreements. 

Section  — Commuter  service  collective-bargaining  agreements 

This  section  requires  Amtrak  Commuter  or  the  commuter  au- 
thorities, whichever  is  applicable,  prior  to  commencing  the  oper- 
ation of  commuter  service,  to  enter  into  collective  bargaining 
agreements  with  the  representatives  of  the  employees  who  are  to 
be  transferred  to  commuter  service.  The  collective  bargaining 
agreements  are  to  establish  rates  of  pay,  rules,  and  working  condi- 
tions. 

Subsections  (b)  through  (f)  provide  a  mechanism  for  settling  on 
the  terms  of  the  bargaining  agreements,  absent  agreement  by  the 
parties  within  the  time  specified  under  subsection  (a).  Subsection 

(b)  provides  that  any  party  to  the  negotiations  or  the  Governor  of 
any  of  the  affected  States  may  request  the  President  of  the  United 
States  to  establish  an  emergency  board  to  investigate  and  report  on 
the  dispute. 

Subsection  (c)  requires  the  emergency  board  to  conduct  a  hearing 
within  60  days  of  the  request  made  under  subsection  (c)  on  the 
matters  in  dispute.  On  that  same  date,  the  parties  to  the  dispute 
are  to  submit  their  final  offers  for  settlement  of  the  dispute. 

Subsection  (d)  directs  the  board  to  recommend  to  the  President 
the  offer  which  it  considers  the  most  reasonable. 

Subsection  (e)  provides  that  if  the  board  selects  a  final  offer 
submitted  by  a  carrier  and  the  employees  of  the  carrier  subse- 
quently engage  in  a  work  stoppage  related  to  the  offer,  then  the 
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employees  shall  not  be  eligible  for  Railroad  Unemployment  Insur- 
ance benefits  during  the  period  of  the  work  stoppage. 

Subsection  (f)  contains  a  provision  to  govern  that  situation  where 
the  board  selects  the  offer  submitted  by  the  employees  and  the 
carrier  refuses  to  accept  it.  If  the  employees  engage  in  a  work 
stoppage,  the  carrier  is  prohibited  from  participating  in  any  strike 
funds  designed  to  assist  carriers  during  such  stoppages. 

Subsection  (g)  requires  that  for  purposes  of  the  negotiations,  the 
representatives  of  the  various  employee  groups  shall  be  limited  to  a 
council  of  three  representatives.  If  the  employees  cannot  decide  on 
the  council,  the  National  Mediation  Board  shall  determine  the  3 
representatives  on  the  council. 

CHAPTER  II— Freight  Employees 

Section  41Jf-3 — Labor  transfer  agreements 

This  section  requires  acquiring  railroads  and  representatives  of 
Conrail  and  acquiring  railroad  employees,  to  make  every  reason- 
able effort  to  achieve  a  pretransfer  agreement.  The  agreement 
would  determine  how  new  positions  on  an  acquiring  railroad  would 
be  filled,  Conrail  employees  would  be  selected  for  transfer,  and 
seniroity  rights  would  be  determined.  The  agreement  would  also 
deal  with  compensation,  rules,  working  conditions  and  fringe  bene- 
fits applicable  to  transferred  employees,  as  well  as  protection  of 
any  transferred  or  acquiring  railroad  employee  adversely  affected 
by  service  transfer. 

The  bill  permits,  and  the  Department  would  encourage,  a  uni- 
form agreement  covering  multiple  acquiring  railroads  (similar  in 
scope  to  the  agreement  covering  former  Milwaukee  and  Rock 
Island  operations,  known  as  the  "Miami  Accords"). 

Section  4M~4 — Selection  of  employees 

This  section  is  the  first  of  the  provisions  that  would  take  effect 
only  in  the  absence  of  an  agreement  by  the  parties.  The  section 
would  accomplish  two  major  objectives.  First,  it  would  provide  a 
method  for  determining  the  number  of  new  positions  on  the  acquir- 
ing railroad  that  would  be  filled  from  the  ranks  of  former  Conrail 
employees  ("transferred  employees")  and  the  number  of  positions 
that  could  be  filled  from  the  acquiring  railroad's  previous  rosters. 
In  general,  Conrail  employees  would  be  given  first  bid  on  new 
positions.  However,  if  acquisition  of  a  line  from  Conrail  occasions 
the  abolishment  of  a  position  due  to  coordination  or  consolidation 
of  service,  the  acquiring  railroad  employee  affected  by  the  transac- 
tion would  have  first  bid  on  any  new  position  the  acceptance  of 
which  would  not  require  a  change  in  residence. 

Second,  in  selecting  Conrail  employees  for  new  positions  the 
acquiring  railroad  would  be  required  to  respect  class  and  craft 
distinctions  common  in  the  industry  and  to  favor  persons  senior  in 
service  over  those  with  less  time  in  service. 

Third,  the  section  would  provide  a  method  for  selecting  Conrail 
employees  on  a  geographic  basis.  If  an  insufficiednt  number  of 
Conrail  employees  are  available  on  the  transferred  line  segment, 
other  employees  available  to  accept  positions  without  change  of 
residence  would  receive  offers.  If  additional  personnel  were  re- 
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quired,  offers  would  be  made  at  increasingly  distant  Conrail  report- 
ing points. 

Section  Ii.lIf.-5 — Collective-bargaining  agreements 

This  section  governs  basic  matters  of  compensation,  work  rules, 
and  fringe  benefits  in  the  event  agreement  is  not  reached  under 
section  414-3.  The  approach  of  this  section  is  to  assure  transferred 
employees  the  same  pay  and  basic  quality  of  working  conditions 
afforded  other  employees  of  the  acquiring  railroad,  while  avoiding 
the  imposition  of  unrealistic  constraints  rooted  in  the  past. 

Conrail  has  filed  at  least  in  part  because  of  the  legislated  imposi- 
tion of  rules  and  local  agreements  that  derived  from  the  six  bank- 
rupt railroads  that  preceded  Conrail  in  the  service  area.  Those 
constraints  resulted  in  a  balkanization  of  Conrail  labor  relations 
and  the  perpetuation  of  artificial  barriers  to  efficient  use  of  person- 
nel. Prospective  acquiring  railroads  will  not  be  willing  to  accept 
similar  constraints;  nor  can  consumers  of  rail  service  afford  to 
support  such  inefficiencies. 

Therefore,  section  414-5  would  make  clear  that  an  acquiring 
railroad  will  not  be  bound  by  any  contract,  schedule,  or  agreement 
in  effect  on  Conrail.  If  labor  and  the  management  of  an  acquiring 
railroad  wished  to  bargain  for  similar  (or  even  identical)  provisions, 
they  would  be  free  to  do  so;  but  no  inference  could  be  derived  from 
the  bill  that  an  acquiring  carrier  would  be  bound  by  prior  agree- 
ments. 

Section  JflJf-6 — Seniority  rights 

This  section  assures  that  a  transferred  employee's  prior  service 
would  be  respected  in  determining  the  employee's  relative  seniority 
on  the  acquiring  railroad.  The  section  recognizes  that  a  precise 
definition  of  the  relative  seniority  of  transferred  employees  will 
necessarily  await  implementing  agreements.  The  Department  be- 
lieves that  both  employee  representatives  and  management  will 
have  significant  incentives  to  achieve  such  agreements. 

Section  JflJf-7 — Labor  protection  obligations  of  acquiring  railroads 

This  section  requires  the  Secretary  to  impose  protection  for 
transferred  employees  and  the  employees  of  a  Class  I  or  II  acquir- 
ing railroad  who  may  be  adversely  affected  by  a  service  transfer,  in 
the  event  no  agreement  is  reached  under  section  414-3.  The  protec- 
tion referenced  in  this  section  is  principally  income  protection, 
since  most  other  issues  relating  to  employee  rights  and  responsibil- 
ities are  treated  in  section  414-4,  414-5,  and  414-6.  The  protection 
imposed  would  be  similar  to  that  adopted  by  the  parties  to  midwest 
rail  restructing  in  the  "March  4  Agreement,"  sometimes  known  as 
the  "Miami  Accords." 

Those  acquiring  railroads  would  be  required  to  provide  a  guaran- 
tee of  80  percent  of  former  straight  time  wages  for  up  to  three 
years,  depending  on  the  employee's  length  of  service. 

Amtrak  Commuter  and  the  commuter  authorities  shall  not  be 
responsible  for  the  protection  under  this  section. 
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Section  414-8 — Arbitration  of  disputes 

This  section  requires  that  any  minor  dispute  or  claim  arising 
under  this  title  shall  be  subject  to  binding  arbitration  under 
normal  Railway  Labor  Act  processes.  Resolution  of  disputes  under 
agreements  referenced  in  this  title  are  already  within  the  purview 
of  the  Railway  Labor  Act  and  no  special  provision  is  required  in 
the  bill.  This  section  would  make  clear  that,  even  if  a  labor  trans- 
fer agreement  is  not  reached  under  section  414-3,  the  parties 
would  be  free  to  interpret  and  apply  the  provisions  of  this  title  by 
agreement;  and  any  subsequent  minor  dispute  or  claim  would  be 
resolved  in  accordance  with  the  guidance  provided  by  such  agree- 
ment. 

Section  414-9 — Definition 

This  section  restricts  the  applicability  of  subpart  4  by  defining 
' 'acquiring  railroad,"  in  the  freight  context,  to  mean  a  Class  I  or 
Class  II  acquiring  a  railroad  or  a  neutral  terminal  company  estab- 
lished under  subpart  2.  Thus,  short  line  railroads  would  not  be 
covered  by  subpart  4;  and,  under  the  definition  of  ' 'deprived  of 
employment"  in  section  411-3,  Conrail  employees  who  failed  to 
receive  a  firm  offer  of  employment  from  a  Class  I,  Class  II,  or 
neutral  terminal  railroad  would  be  entitled  to  receive  the  benefits 
of  subpart  3. 

Subpart  5 — Transfer  of  the  Non-Litigation  Functions  of  the 
United  States  Railway  Association 

Subpart  5  of  the  act  provides  for  an  orderly  transfer  of  certain 
non-litigation  functions  and  related  resources  of  the  USRA  and  its 
Finance  Committee  to  the  Secretary  of  Transportation. 

The  USRA  is  given  the  new  responsibility  of  reporting  to  the 
Congress  on  the  performance  of  the  Secretary  with  respect  to  the 
transfer  process.  These  reports  would  also  contain  an  evaluation  of 
Conrail's  status. 

Section  415-1 — Definitions 

This  section  adds  a  definition  of  successor  authority  to  those 
contained  in  the  3-R  Act,  and  one  of  the  existing  definitions  is 
redesignated  to  accommodate  the  new  definition.  "Successor  author- 
ity" is  defined  to  mean  the  Secretary  of  Transportation,  with  re- 
spect to  USRA  functions  that  are  being  transferred  in  accordance 
with  section  415-2  of  this  act. 

Section  415-2 — Formation  and  structure 

This  section  amends  section  201  of  the  3-R  Act  to  effect  the 
transfer  of  certain  USRA  non-litigation  functions  to  the  Secretary 
not  later  than  January  1,  1982.  The  Association  would  transfer  to 
the  Secretary,  or  as  otherwise  designated  by  the  Secretary,  proper- 
ty and  budget  resources  which  are  primarily  related  to  and  support 
the  conduct  of  the  non-litigation  functions.  This  transfer  of  authori- 
ty in  no  way  limits  USRA's  authority  to  conduct  the  valuation 
litigation  under  sections  303(c)  and  306  of  the  3-R  Act,  including 
related  administrative  functions,  nor  is  it  to  interfere  with  the 
functions  assigned  to  USRA  under  section  415-7  of  this  legislation. 
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USRA  has  developed  specific  systems,  data  bases,  models  and  the 
required  in-house  expertise  to  utilize  these  tools  to  monitor  Con- 
gress on  specific  inquiries.  Many  of  these  same  systems  have  also 
been  used  by  the  Association  in  performing  the  functions  being 
transferred  to  the  Secretary.  Where  property  is  needed  to  support 
both  the  Association's  functions  and  the  functions  transferred  to 
the  Secretary,  this  section  provides  that  the  Secretary  and  the 
Board  of  Directors  of  the  Association  shall  reach  agreement  on  the 
joint  use  of  such  property.  With  regard  to  the  computer  systems 
and  models  now  operated  by  USRA,  however,  the  Committee  notes 
that  USRA  staff  is  trained  in  use  of  these  tools  in  an  effective 
manner.  Under  the  circumstances,  it  appears  desirable  to  retain 
these  computer  programs  and  intellectual  property  at  USRA  sub- 
ject to  joint  use  by  both  USRA  and  the  Secretary  as  contemplated 
by  the  statute. 

Any  litigation  associated  with  the  functions,  powers  and  duties 
assumed  by  the  Secretary  under  this  subsection  would  be  the  re- 
sponsibility of  the  Attorney  General. 

Upon  assuming  the  new  functions,  the  Secretary  is  directed  to 
assume  the  financial  obligations  of  USRA  issued  under  sections 
210,  211,  and  216  of  the  3-R  Act  and  to  adopt  appropriate  USRA 
regulations  governing  non-litigation  matters  until  the  Secretary 
has  had  the  opportunity  to  re-promulgate  such  regulations  in  ap- 
propriate form.  Paragraph  (5)  makes  provision  for  the  continuation 
of  non-litigation  contracts  and  loans  following  the  transfer. 

Section  If.  15-3 — Authorization  for  appropriations 

In  view  of  the  substantially  increased  responsibilities  that  the 
Secretary  would  assume  under  the  3-R  Act,  this  section  deletes  the 
existing  $12.5  million  limit  on  authorizations  and  substitutes  $15 
million.  The  USRA's  authorization  is  extended  through  fiscal  1982. 
Due  to  the  decreased  functions  of  the  USRA,  the  authorization  is 
limited  to  $15  million. 

Section  415-4 — Successor  authority  to  USRA 

This  section  amends  the  3-R  Act  to  substitute  the  Secretary  for 
USRA  and  its  Finance  Committee  with  regard  to  certain  non- 
litigation  responsibilities  and  authorities.  This  is  accomplished  by 
adding  "or  successor  authority"  as  appropriate  wherever  "the  Asso- 
ciation" or  "the  Finance  Committee"  appears.  This  technique 
allows  the  3-R  Act  to  be  amended  to  effectuate  the  transfer  with- 
out rewriting  that  could  inadvertently  or  otherwise  revise  present 
authority. 

Section  415-5 — Technical  amendments 

This  section  modifies  the  heading  and  section  analysis  of  the  3-R 
Act  dealing  with  USRA  authority  to  refer  both  the  USRA  and  its 
successor  authority. 

Section  415-6 — Department  of  Transportation  Act 

This  section  amends  section  4  of  the  DOT  act  to  reflect  the  new 
powers,  duties,  and  functions  transferred  to  the  Secretary  under 
subpart  5  of  this  Act. 
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Section  415-7 — United  States  Railroad  Association  reports 

This  section  established  the  responsibilities  of  the  USRA  under 
this  act.  USRA  would  monitor,  evaluate  and  report  periodically  to 
Congress  on  the  Secretary's  performance  with  respect  to  the  entire 
transfer  process  as  it  affects,  among  other  matters,  labor,  rail 
services,  and  the  security  of  Federal  funds.  The  periodic  reports 
would  also  evaluate  Conrail's  performance.  The  USRA  is  also  re- 
quired to  issue  a  final  report  to  Congress  evaluating  the  Secretary's 
transfer  agreements. 

Subpart  6 — Miscellaneous  Provisions 

Section  416-1 — Judicial  review 

Mechanisms  for  judicial  review  of  actions  taken  under  the  bill 
and  challenges  to  the  legislation  itself  are  established  under  this 
section.  The  Special  Court  created  by  section  209  of  the  3-R  Act 
would  have  exclusive  original  jurisdiction  over  specified  classes  of 
suits,  including  any  challenge  to  the  validity  of  any  provisions  of 
the  legislation.  It  is  intended  that  all  litigation  directly  relating  to 
the  act  be  concentrated  in  the  Special  Court  which  has  developed 
great  expertise  in  Northeast  rail  matters.  A  decision  of  the  Special 
Court  would  be  subject  to  review  only  upon  petition  for  a  writ  of 
certiorari  to  the  Supreme  Court,  except  an  order  or  judgment  of 
the  Special  Court  enjoining  the  enforcement  of  the  legislation  or 
questioning  its  constitutionality  would  be  reviewed  on  direct  appeal 
to  the  Supreme  Court.  Administration  action  taken  under  the  legis- 
lation would  be  subject  to  review  to  determine  if  the  Secretary  had 
a  reasonable  basis  for  the  contested  determination,  with  the  excep- 
tion that,  under  section  412-14  no  review  is  provided  for  the  Secre- 
tary's approval  of  a  transfer  agreement  or  the  implementation  of 
that  agreement.  The  provision,  which  is  consistent  with  section  209 
of  the  3-R  Act,  is  necessary  to  assure  continuity  of  rail  operations 
and  an  orderly  transfer  process. 

Section  4 16-2 — Technical  amendments 

This  section  effects  certain  technical  amendments.  Subsection  (a) 
amends  section  303  of  the  3-R  Act  to  eliminate  Conrail  securities 
as  a  payment  medium  in  the  valuation  proceedings  before  the 
Special  Court.  This  amendment  is  necessitated  by  section  416-6 
which  provides  that  the  Secretary  shall  receive,  and  may  vote,  such 
securities.  Any  remaining  obligations  of  the  United  States  under 
the  3-R  Act  will  be  satisfied  in  cash,  as  has  been  the  case  with  the 
initial  settlements  in  the  valuation  proceedings. 

Subsection  (b)  provides  that  securities  conveyed  to  the  Secretary 
under  section  416-6  shall  be  deemed  to  be  without  value,  unless  the 
Special  Court  determines  otherwise.  The  intent  of  this  subsection  is 
to  ensure  that  no  transferor  under  the  Regional  Rail  Reorganiza- 
tion Act  of  1973  receives  more  than  the  constitutional  minimum 
value  of  the  properties  conveyed. 

Section  416-3 — Rehabilitation  assistance 

This  section  amends  the  definition  of  "restructuring"  in  section 
501(8)  of  the  4-R  Act  to  expand  the  pre-existing  definition  of  "re- 
structuring" to  include  railroads  or  a  financially  responsible  per- 
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son's  acquisition  for  common  carrier  rail  service  of  ownership  or 
operating  rights  on  a  rail  line  owned  or  operated  by  Conrail  where 
the  Secretary  determines  that  the  acquisition  will  provide  needed 
transportation  benefits  and  that  the  line  will  not  likely  require 
further  Federal  subsidy. 

Section  505(b)  of  the  4-R  Act  requires  the  Secretary  to  consider 
the  availability  of  funds  from  other  sources  except  if  the  Secretary 
determines  that  the  project  will  provide  significant  railroad  re- 
structuring. Thus  the  Secretary  will  be  able  to  provide  section  505 
assistance  to  purchasers  of  Conrail  lines  regardless  of  the  availabil- 
ity of  funds  to  such  purchasers  from  other  sources  where  the 
acquisition  will  provide  needed  transportation  benefits  and  no  fur- 
ther Federal  subsidy  will  likely  be  required  thereafter. 

Section  416-3  also  amends  section  505(a)  of  the  4-R  Act  to  make 
the  transferee  of  a  Conrail  line  an  eligible  applicant  for  section  505 
financial  assistance.  Section  505(b)(2)(C)  of  the  4-R  Act  requires  the 
Secretary  to  consider  the  public  benefits  and  goals  of  a  proposed 
project.  This  section  would  be  revised  to  provide  that  where  an 
application  relates  to  a  rail  line  owned  and  operated  by  Conrail 
immediately  prior  to  its  acquisition,  for  common  carrier  rail  service 
by  a  railroad  or  a  financially  responsible  person,  the  Secretary 
shall  instead  consider  whether  the  financial  assistance  sought  will 
further  the  public  interest  in  the  transfer  of  rail  lines  from  Conrail 
to  the  private  sector  and  whether  it  will  likely  avoid  the  need  for 
further  Federal  subsidy. 

Finally,  section  416-3  amends  section  509  of  the  4-R  Act  of  1976 
to  provide  that  not  more  than  half  of  the  funds  received  by  the 
Secretary  of  Transportation  from  the  sale  of  securities  to  the  Secre- 
tary of  the  Treasury  shall  be  reserved  to  provide  rehabilitation  and 
improvement  assistance  for  facilities  transferred  from  Conrail. 

Section  416-Jf — Transfer  taxes  and  fees;  recordation 

This  section  exempts  the  transfers  or  conveyances  of  rail  proper- 
ty made  under  this  act  and  the  recording  of  all  deeds,  bills  of  sale, 
and  other  instruments  incident  to  such  transfers,  from  the  pay- 
ment of  any  taxes,  imposts,  or  other  levies  imposed  by  the  United 
States  or  any  State  or  political  subdivision  thereof.  The  exemption 
would  apply  to  the  transfer  of  any  interest  in  rail  property  includ- 
ing real,  personal  and  mixed.  The  transferors  and  transferees  of 
rail  property  would  be  entitled  to  record  deeds,  bills  of  sale,  ease- 
ments and  other  such  instruments,  and  to  record  the  release  or 
removal  of  any  preexisting  liens  or  encumbrances  with  respect  to 
transfers  of  property,  upon  payment  of  any  appropriate  and  gener- 
ally applicable  charges  to  compensate  for  the  cost  of  the  service 
performed.  This  provision  is  not  intended  to  affect  the  Federal 
income  tax  liability  of  Conrail  or  acquiring  railroads. 

This  section  also  provides  that  transfer  of  designated  rail  proper- 
ty under  this  act  is  to  have  the  same  effect  for  purposes  of  rights 
and  priorities  with  respect  to  the  property  as  recordation  on  the 
transfer  date  of  deeds,  or  other  appropriate  instruments,  in  offices 
appointed  under  State  law  for  such  recordation.  Acquiring  rail- 
roads would,  however,  be  required  to  proffer  such  deeds  or  other 
instruments  for  recordation  within  36  months  after  the  transfer 
date  as  condition  of  preserving  such  rights  and  priorities  beyond 
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the  expiration  of  that  period.  Conrail  would  be  required  to  cooper- 
ate with  the  acquiring  railroad  in  preparing  the  necessary  recorda- 
tion documents. 

Section  1^16-5 — Applicability  of  other  laws 

This  section  exempts  actions  taken  under  the  authority  of  the 
bill  from  the  application  of  several  laws  which  were  not  designed 
with  the  subject  matter  of  the  bill  in  mind,  or  the  literal  applica- 
tion of  which  would  necessitate  extensive  delays  in  the  transfer 
process.  For  instance,  exception  from  the  Administrative  Procedure 
Act  ensures  prompt  action,  as  well  as  confidentiality  of  initial 
discussions  over  terms  of  sale,  and  avoids  legal  pitfalls  associated 
with  alleged  procedural  defects. 

An  exception  to  section  102(2)(C)  of  the  National  Environmental 
Policy  Act  of  1969  (NEPA)  is  also  necessary.  It  is  the  objective  of 
the  bill  to  provide  for  the  continuation  of  rail  service  in  the  north- 
east and  the  prevention  of  significant  diversion  of  traffic  to  the 
highways  which  may  have  a  direct  adverse  impact  on  the  human 
environment  in  the  region.  On  the  other  hand,  formal  compliance 
with  requirements  for  impact  statements  and  judicial  review  would 
lengthen  the  transfer  process  and  could  result  in  serious  deteriora- 
tion of  traffic  levels  as  funding  is  exhausted  and  service  levels 
deteriorate.  Thus,  in  this  case  it  appears  that  observance  of  the 
NEPA  procedures  would  promote  a  result  inconsistent  with  its 
purposes.  Exemptions  from  the  National  Historic  Preservation  Act 
of  1966  and  Section  4(f)  of  the  Department  of  Transportation  Act  of 
1966  are  included  for  the  same  reasons — to  avoid  lengthy  delays  in 
the  transfer  process.  It  is  the  Committee's  intent  to  exempt  actions 
taken  under  the  bill  from  specific  laws  where  this  course  is  neces- 
sary to  accomplish  the  purposes  of  the  legislation.  On  the  other 
hand,  Committee  members  are  concerned  that  the  exemption  provi- 
sion be  limited  to  exemptions  which  are  absolutely  essential  to  the 
legislation. 

Section  Jf.16-6 — Transfer  of  securities 

This  section  requires  the  Clerk  of  the  Special  Court  to  convey  to 
the  Secretary,  within  ten  days  after  the  effective  date  of  the  legis- 
lation, the  common  stock  and  series  B  preferred  stock  of  Conrail 
which  are  on  deposit  with  the  clerk.  These  securities  were  original- 
ly intended  to  serve  as  partial  compensation  for  the  properties 
conveyed  under  the  3-R  Act  to  Conrail.  However,  as  result  of 
Conrail's  poor  financial  performance  those  securities  are  without 
value.  The  rights  of  the  transferor  railroads  with  respect  to  com- 
pensation for  the  assets  which  they  conveyed  to  Conrail  are  ade- 
quately secured  by  certificates  of  value.  Any  claim  against  the 
United  States  resulting  from  the  conveyance  of  Conrail  securities 
to  the  Secretary  under  this  section  would  be  litigated  in  the  Special 
Court  in  accordance  with  section  601  of  the  bill. 

Subsection  (b)  authorizes  the  Secretary  to  exercise  voting  rights 
with  respect  to  the  securities  obtained  under  subsection  (a)  or  by 
other  means,  such  as  settling  the  claims  of  transferors  arising  from 
the  transfer  of  rail  properties  to  Conrail  in  1976. 
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Section  416-7 — Satisfaction  of  claims 

This  section  requires  Conrail  to  satisfy  all  valid  claims  against 
the  corporation,  or  make  provision  for  their  satisfaction,  before 
making  any  distribution  of  assets  to  the  United  States.  The  effect 
of  this  provision  is  to  relinquish  any  priority  of  payment  to  which 
the  Conrail  debentures  and  series  A  preferred  stock  may  be  enti- 
tled on  liquidation  or  otherwise. 

Section  416-8 — Regulations 

Under  this  section,  the  Secretary  is  authorized  to  issue  regula- 
tions to  implement  this  legislation. 

Section  416-9 — Rehabilitation  and  improvement  financing 

This  section  provides  that  rail  systems  which  have  been  unable 
to  obtain  private  sector  financing  and,  therefore,  are  unable  to 
undertake  essential  rehabilitation  and  improvement  programs  be 
given  priority  in  obtaining  Federal  financial  assistance  available  to 
the  railroad  industry.  Of  these  rail  systems,  the  first  priority  would 
be  given  to  bankrupt  railroads  (under  section  77  of  the  Bankruptcy 
Act). 

Section  416-10 — Northeast  corridor  freight  costs 

This  section  provides  a  mechanism  for  solving  the  dispute  be- 
tween freight  carriers  and  Amtrak  regarding  the  proper  allocation 
of  costs  on  the  Northeast  corridor. 

Subsection  (a)  directs  the  ICC  to  determine  an  appropriate  cost- 
ing methodology  for  compensation  to  Amtrak  with  respect  to  the 
provision  of  freight  service  over  Amtrak's  tracks  and  other  facili- 
ties, unless  Conrail  and  Amtrak  agree  on  methodology  within  120 
days  of  enactment. 

Subsection  (b)  provides  for  the  effective  dates  for  both  the  Com- 
mission's decision  and  the  parties'  agreement. 

Subsection  (c)  provides  that  neither  the  Commission's  decision 
nor  the  parties'  agreement  shall  be  retroactive. 

Subsection  (d)  allows  Amtrak  and  Conrail  or  its  successors  to 
enter  agreements  after  the  ICC's  decision. 

Subsection  (e)  provides  that  the  Commission's  decision  is  not 
subject  to  judicial  review. 

Subsection  (f)  outlines  the  ICC's  implementation  powers. 

Section  416-11 — Recapitalization 

This  section  authorizes  the  Secretary  to  prepare  and  order  Con- 
rail to  implement  a  plan  or  recapitalization  if  he  determines  that 
the  recapitalization  would  further  the  purposes  of  the  Act.  It  is 
specifically  contemplated  that  modification  of  the  Conrail  securities 
held  by  the  United  States  or  their  conversion  to  other  securities 
may  facilitate  a  sale  Conrail's  common  stock.  A  recapitalization 
plan  under  this  section  could  not  adversely  affect  any  financial 
interest  of  any  creditor  of  Conrail  other  than  the  United  States. 

Section  416-12 — Organization  and  structure  of  Conrail 

This  section  amends  section  301  of  the  Regional  Rail  Reorganiza- 
tion Act  to  permit  Conrail  within  two  years  of  enactment  to  apply 
to  the  Secretary  for  permission  to  substitute  manual  block  signal 
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systems  for  automatic  systems  on  lines  which  carry  less  than  20 
million  gross  tons  of  freight  annually.  The  Secretary  has  90  days  to 
act  on  the  application. 

Section  416-13 — Separability 

The  section  provides  that,  even  if  a  portion  of  the  bill  were  to  be 
held  invalid,  the  remainder  of  the  bill  would  continue  to  operate. 


COMMITTEE  ON  ENERGY  AND  NATURAL  RESOURCES 


Title  V 
LETTER  OF  TRANSMITTAL 


U.S.  Senate, 
Committee  on  Energy  and  Natural  Resources, 

Washington,  D.C.,  June  10, 1981. 

Hon.  Pete  V.  Domenici, 

Chairman,  Committee  on  Budget,  U.S.  Senate,  Washington,  B.C. 

Dear  Mr.  Chairman  :  The  Committee  on  Energy  and  Natural  Re- 
sources, pursuant  to  section  304  of  House  Concurrent  Resolution  115, 
the  First  Concurrent  Resolution  on  the  Budget — Fiscal  Year  1982, 
transmits  herewith  its  recommendations  to  achieve  specified  savings  in 
budget  authority  and  outlays  compared  to  "current  policy"  in  fiscal 
years  1981,  1982, 1983  and  1984.  The  recommendations  of  the  Commit- 
tee were  approved  with  a  quorum  present  in  a  business  meeting  on 
May  13, 1981. 

Section  302(5)  of  House  Concurrent  Resolution  115  requires  that: 
The  Senate  Committee  on  Energy  and  Natural  Resources  shall 
report  changes  in  laws  within  the  jurisdiction  of  that  committee 
sufficient  to  require  reductions  in  appropriations  for  programs 
authorized  by  that  committee  so  as  to  achieve  savings  in  budget 
authority  and  outlays  as  follows:  $1,331,000,000  in  budget  au- 
thority and  $94,000,000  in  outlays  for  fiscal  year  1981 ;  $3,714,000,- 
000  in  budget  authority  and  $3,398,000,000  in  outlays  for  fiscal  year 
1982;  $3,660,000,000  in  budget  authority  and  $3,627,000,000  in 
outlays  for  fiscal  year  1983 ;  and  $3,604,000,000  in  budget  authority 
and  $3,711,000,000  in  outlays  for  fiscal  year  1984. 
Section  304  of  the  Resolution  further  requires  (1)  that  the  Commit- 
tee, no  later  than  June  12, 1981,  submit  its  recommendations  to  the  Com- 
mittee on  the  Budget  and  (2)  that  those  recommendations  shall  be 
sufficient  to  accomplish  the  savings  required  by  section  302(5)  of  the 
Resolution.  On  behalf  of  the  Committee,  we  submit  that  this  transmit- 
tal, and  the  Committee's  recommendations  included  in  it,  satisfy  fully 
the  requirements  of  sections  302(5)  and  304  of  the  Resolution  by  ac- 
complishing the  specified  savings  and  reductions  by  the  changes  in  law 
within  the  Committee's  jurisdiction  included  in  the  recommendations. 
The  resultant  savings,  compared  to  the  "current  policy"  base  provided 
by  your  Committee  by  letter  dated  April  30, 1981,  are  as  follows : 

For  fiscal  year  1981  the  recommendations  of  the  Committee 
would  achieve  savings  of  $2,100,725,000  in  budget  authority  and 
$250,888,000  in  outlays  compared  to  "current  policy"  for  programs 
wholly  or  partially  within  the  jurisdiction  of  the  Committee ; 

For  fiscal  year  1982  the  recommendations  of  the  Committee 
would  achieve  savings  of  $6,624,716,000  in  budget  authority  and 
$5,305,695,000  in  outlays  compared  to  "current  policy"  for  pro- 
grams wholly  or  partially  within  the  jurisdiction  of  the  Com- 
mittee ; 
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For  fiscal  year  1983  the  recommendations  of  the  Committee 
would  achieve  savings  of  $5,799,301,000  in  budget  authority  and 
$5,220,473,000  in  outlays  compared  to  "current  policy"  for  pro- 
grams wholly  or  partially  within  the  jurisdiction  of  the  Commit- 
tee ;  and 

For  fiscal  year  1984  the  recommendations  of  the  Committee 
would  achieve  savings  of  $3,887,568,000  in  budget  authority  and 
$4,303,473,000  in  outlays  compared  to  "current  policy"  for  pro- 
grams wholly  or  partially  within  the  jurisdiction  of  the  Com- 
mittee. 

The  Committee's  recommendations  in  the  aggregate,  satisfy  those 
requirements  through  the  combination  of  three  separate  and  distinct 
legislative  actions :  First,  in  the  energy  function,  the  Committee  rec- 
ommends removing  the  Strategic  Petroleum  Reserve  (SPR)  program, 
with  the  exception  of  facilities  acquisition  and  construction,  perma- 
nently from  the  Federal  budget.  The  Committee's  legislative  proposal 
for  this  action  would  amend  the  Energy  Policy  and  Conservation  Act 
to  accomplish  that  objective.  The  SPR  legislative  proposal  included  in 
the  recommendation,  is  identical  to  the  provisions  of  S.  998,  as  reported 
by  the  Committee  on  May  13, 1981  (S.  Rept  97-82,  Calendar  No.  107). 

Second,  also  in  the  energy  function  (as  well  as  other  functions 
affected  by  Department  of  Energy  civilian  programs),  the  Committee 
recommends  pursuant  to  section  660  of  the  Department  of  Energy 
Organization  Act  the  establishment  of  authorization  ceilings  by  ap- 
propriations accounts  for  programs  and  projects  within  the  Depart- 
ment of  Energy  (except  for  the  portions  of  the  SPR  program  taken 
off  budget)  for  fiscal  years  1981, 1982, 1983,  and  1984.  The  Committee's 
recommended  DOE  authorization  provisions  would  adopt  a  new 
streamlined  procedure  for  the  DOE  annual  authorizations  in  the  out- 
years,  which  are  modeled  after  S.  2332,  96th  Congress,  as  passed  by  the 
Senate  last  year.  The  DOE  authorization  in  the  recommendations  is 
identical  to  that  contained  in  S.  1021,  as  reported  by  the  Committee  on 
May  13, 1981  (S.  Rept.  97-81,  Calendar  No.  106) . 

Third,  in  the  natural  resources  area,  for  the  first  time,  the  Committee 
recommends  ceilings  on  the  aggregate  appropriations  for  each  Depart- 
ment or  agency  limiting  the  total  amount  which  may  be  appropriated 
for  programs  within  this  Committee's  jurisdiction.  The  Committee 
adopted  this  approach  because  many  of  the  programs  in  this  area 
have  no  express  funding  authorization  or  authorize  "such  sums  as 
are  necessary".  The  Committee  did  not  allocate  these  ceiling  amounts 
among  individual  programs  or  organizational  elements  within  the 
Departments  or  agencies,  although  the  Committee's  report  includes 
recommendations  regarding  priorities  in  certain  specific  instances. 

As  noted,  the  combination  of  these  three  actions  in  the  aggregate 
would  require  savings  and  reductions  which  satisfy  fully  the  instruc- 
tions of  the  House  Congressional  Resolution  115.  These  savings  are 
discussed  in  the  Committee's  transmitted  materials.  Generally,  the 
recommended  SPR  action  would  result  in  savings  which  exceed  sig- 
nificantly the  Budget  Committee's  assumption  for  that  program. 
Taking  into  consideration  the  action  on  SPR,  the  recommended  DOE 
authorization  action  would  result  in  savings  greater  than  those  as- 
sumed under  the  instruction.  The  recommended  natural  resources  ac- 
tion also  would  result  in  savings  slightly  greater  than  those  under  the 
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Budget  Committee's  assumptions  but  the  aggregate  recommendation 
would  equal  the  Reagan  Budget  in  fiscal  year  1982.  The  three  actions 
would  have  approximately  the  same  budget  effects  in  fiscal  year  1983 
and  1984,  based  on  extrapolations  of  the  Committee's  fiscal  year  1982 
recommendations. 

Several  comments  relating  to  these  individual  actions  are  pertinent 
in  the  further  consideration  of  these  recommendations.  In  the  SPR 
program,  the  Committee  in  its  recommendations  adopted  a  proposal 
authorizing  direct  Treasury  Department  financing  for  the  SPR  off- 
budget  to  satisfy  the  reconciliation  instructions.  As  you  undoubtedly 
recall,  the  Committee  in  its  March  1981  report  to  the  Budget  Commit- 
tee recommended  that,  "in  the  case  of  funding  for  the  Strategic 
Petroleum  Reserve,  that  the  committee  will  move  expeditiously  to  con- 
sider and  report  an  alternative  off-budget  funding  mechanism.  When 
such  an  alternative  mechanism  is  developed  by  the  Committee  on 
Energy  and  Natural  Resources,  or  any  other  Committee,  and  is  enacted 
into  law,  we  will  support  an  appropriate  reduction  in  authorizations 
and  appropriations  for  the  Strategic  Petroleum  Reserve."  The  Budget 
Committee  and  the  Senate,  as  discussed  in  the  transmitted  materials, 
rejected  that  approach  on  several  occasions  in  actions  leading  to  final 
adoption  of  the  instruction  in  House  Congressional  Resolution  115. 
The  Committee  responded  to  the  instruction  by  holding  a  total  of  four 
days  of  hearings,  with  almost  1,000  pages  of  testimony  and  30  wit- 
nesses, including  the  Secretary  of  the  Treasury,  the  Secretary  of  En- 
ergy and  the  Director  of  the  Office  of  Management  and  Budget.  In  the 
hearings  and  in  three  days  of  business  meetings  devoted  to  this  agenda 
item,  the  Committee  thoroughly  reviewed  nine  major  options,  with 
multiple  sub-options,  for  removing  the  SPR  program  from  the  Fed- 
eral budget  and  satisfying  the  reconciliation  instruction. 

It  is  the  considered  judgment  of  the  Committee  that  the  transmitted 
recommendation  accomplishes,  in  the  best  possible  manner,  the  dual 
objectives  of  (1)  continued,  predictable  implementation  of  this  critical 
program  and  (2)  off -budget  financing.  Costs  of  the  program  for  the 
economy  and  the  American  taxpayer  are  minimized,  while  necessary 
funding  for  the  program  is  provided  in  an  assured  and  timely  fashion 
A  copy  of  the  Committee's  hearing  record,  which  supports  these  con- 
clusions overwhelmingly,  is  enclosed  for  the  information  and  review 
of  the  Budget  Committee. 

With  regard  to  the  DOE  authorization,  the  Committee  allocated  a 
small  portion  of  the  SPR  savings  to  several  program  areas,  such  as 
energy  supply  R&D,  energy  conservation,  and  energy  regulation, 
which  were  the  subject  of  severe  budget  reductions  or  terminations 
in  the  fiscal  year  1981  and  1982  DOE  request  in  the  Reagan  Budget. 
This  reallocation  reflects  the  Committee's  views  with  regard  to  priori- 
ties related  to  those  programs  and  will  provide  the  Appropriations 
Committees  the  latitude  to  consider  funding  for  those  specified 
priorities. 

It  also  is  important  to  note  that,  while  the  Committee  generally  rec- 
ommends the  Reagan  Budget  totals  for  DOE  appropriations  accounts, 
the  Committee  did  not  terminate  certain  programs  proposed  for  termi- 
nation in  the  Reagan  Budget.  In  the  case  of  the  Alcohol  Fuels  pro- 
gram the  Committee  recommendation  assumes  zero  funding  in  fiscal 
years  1982  through  1984.  In  the  case  of  the  Solar  Energy  and  Energy 
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Conservation  Bank,  the  Committee  recommendation  supports  reduced 
funding  in  fiscal  year  1982  and  does  not  authorize  funding  in  fiscal 
years  1983  and  1984.  In  large  measure,  then,  the  Committee's  limita- 
tions on  authorization  provide  latitude  to  the  Appropriations  Com- 
mittees, within  appropriations  accounts  limits  for  DOE,  to  make  final 
decisions  on  competing  priorities  for  programs  and  projects. 

In  the  natural  resources  area,  the  Committee's  recommendations  in 
the  aggregate  equal  the  Reagan  Budget  for  programs  within  the  ju- 
risdiction of  the  Committee.  The  recommended  individual  limitations 
on  appropriations  for  each  Department  and  agency  differ  from  the 
Reagan  Budget.  The  Committee  recommends  restructuring  natural 
resource  priorities  by  the  reallocation  of  $20  million  of  savings  as 
increases  in  the  Land  and  Water  Conservation  Fund  (LWCF),  the 
Historic  Preservation  Fund  (HPF),  and  the  Youth  Conservation 
Corps  (YCC),  and  corresponding  reductions  elsewhere,  such  as  in  the 
Forest  Service  and  certain  DOI  programs.  Also,  the  Committee's  leg- 
islative recommendation  does  not  include  the  proposals  of  the  Adminis- 
tration which  were  assumed  by  the  Reagan  Budget  for  programs  such 
as  the  LWCF  and  Payments  in  Lieu  of  Taxes  (PILT).  The  report 
language  accompanying  the  legislative  recommendation  expresses  the 
Committee's  views  on  the  allocation  of  available  funds  among  certain 
programs  in  DOI.  Consequently,  final  decisions  on  the  allocations 
within  the  totals,  as  in  DOE,  are  left  to  the  Appropriations  Committee. 

The  Administration's  legislative  proposal  for  LWCF  was  received 
and  was  the  subject  of  initial  hearings  prior  to  the  Committee's  action 
on  these  recommendations.  The  Administration's  legislative  proposal 
for  PILT  was  received  after  the  Committee's  action  and  is  still  pend- 
ing hearings.  These  Administration  proposals  may  be  the  subject  of 
further  legislative  consideration  and  action  by  this  Committee.  In 
any  event,  the  Committee  recommends  aggregate  limitations  on  appro- 
priations consistent  with  the  Reagan  Budget,  despite  the  differences 
in  the  apportionment  of  funds  among  Departments  and  agencies 
whose  programs  are  within  the  jurisdiction  of  the  Committee. 

In  summary,  the  Committee's  recommendations  satisfy  fully  and  ex- 
ceed the  instructions  contained  in  House  Concurrent  Resolution  115. 
The  recommendations  reflect  an  extensive  and  thorough  consideration 
by  this  Committee  of  the  Reagan  Budget,  the  Budget  Committee's  re- 
conciliation assumptions  and  other  identified  alternatives  for  achieving 
the  required  savings.  We  therefore  urge  the  full  support  of  the  Budget 
Committee  and  the  Senate  for  the  legislative  actions  and  related  report 
items  included  in  the  enclosed  recommendations. 
Sincerely  yours, 

James  A.  McClure, 

Chairman. 
Henry  M.  Jackson, 
Banking  Minority  Merriher. 


RECONCILIATION  RECOMMENDATIONS  BY  THE  COMMITTEE  ON 
ENERGY  AND  NATURAL  RESOURCES  PURSUANT  TO  H.  CON.  RES.  115 

I.  Short  Explanation 

In  accordance  with  the  reconciliation  instruction  contained  in  the 
First  Concurrent  Resolution  on  the  Budget — fiscal  year  1982  (H.  Con. 
Res.  115),  the  Committee  on  Energy  and  Natural  Resources  recom- 
mends, as  discussed  herein,  changes  in  laws  within  its  jurisdiction 
sufficient  to  require  reductions  in  appropriations  for  programs  under 
the  jurisdiction  of  the  Committee  so  as  to  achieve  the  savings  in  budget 
authority  and  outlays  set  forth  in  the  resolution.  The  resultant  savings 
compared  to  "current  policy"  are  as  follows : 

— For  fiscal  year  1981  the  recommendations  of  the  Committee  would 
achieve  savings  of  $2,100,725,000  in  budget  authority  and  $250,- 
888,000  in  outlays  compared  to  "current  policy"  for  programs 
wholly  or  partially  within  the  jurisdiction  of  the  Committee ; 
— For  fiscal  year  1982  the  commendations  of  the  Committee  would 
achieve  savings  of  $6,624,716,000  in  budget  authority  and  $5,305,- 
695,000  in  outlays  compared  to  "current  policy"  for  programs 
wholly  or  partially  within  the  jurisdiction  of  the  Committee ; 
— For  fiscal  year  1983  the  recommendations  of  the  Committee 
would  achieve  savings  of  $5,799,301,000  in  budget  authority  and 
$5,220,473,000  in  outlays  compared  to  "current  policy"  for  pro- 
grams wholly  or  partially  within  the  jurisdiction  of  the  Commit- 
tee; and 

— For  fiscal  year  1984  the  recommendations  of  the  Committee 
would  achieve  savings  of  $3,887,568,000  in  budget  authority  and 
$4,303,473,000  in  outlays  compared  to  "current  policy"  for  pro- 
grams wholly  or  partially  within  the  jurisdiction  of  the 
Committee. 

Three  specific  agencies  and  programs,  which  are  principally  within 
the  jurisdiction  of  other  Committees,  are  not  specifically  addressed 
in  the  enclosed  statutory  language.  These  are  (1)  atomic  energy  de- 
fense activities  of  the  Department  of  Energy,  (2)  the  National  Oceanic 
and  Atmospheric  Administration,  and  (3)  the  National  Science  Foun- 
dation. Therefore,  the  aforementioned  estimated  savings  compared  to 
"current  policy"  may  be  slightly  overestimated.  Nevertheless,  the  rec- 
ommendations of  the  Committee,  in  the  aggregate,  satisfy  the  recon- 
ciliation instructions  in  House  Concurrent  Resolution  115. 

The  Committee  took  a  broad  approach  to  the  formulation  of  its 
recommendations  to  satisfy  its  reconciliation  instructions.  The  legis- 
lative mechanism  recommended  by  the  Committee  for  implementation 
of  its  reconciliation  instruction  is  to  establish  limitations  on  the  ag- 
gregate appropriations  for  fiscal  years  1981  through  1984  for  those 
departments  and  agencies  whose  programs  are  either  wholly  of  par- 
tially within  the  jurisdiction  of  the  Committee. 
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The  Committee  adopted  the  following  three-step  procedure  for  es- 
tablishment of  the  recommended  appropriations  limitations:  First, 
the  Committee  began  Avith  the  fiscal  year  1981  and  1982  budgets  pro- 
posed by  President  Reagan.  Second,  these  budgets  were  then  adjusted 
to  correspond  to  the  assumptions  made  by  the  Senate  Budget  Com- 
mittee in  Senate  Concurrent  Resolution  9,  the  Revised  Second  Con- 
current Resolution  on  the  Budget  FY  1981,  where  their  assumptions 
were  different  from  those  set  forth  in  the  President's  proposed  budgets, 
such  as  the  assumption  that  certain  Strategic  Petroleum  Reserve  activ- 
ities would  be  financed  off-budget.  And  third,  as  discussed  subse- 
quently, two  other  Committee  amendments  were  adopted :  one  regard- 
ing allocation  of  funds  for  Environment  and  Natural  Resource  pro- 
grams and  the  other  regarding  reallocation  of  funds  for  Department 
of  Energy  programs.  In  order  to  calculate  the  savings  resulting  from 
the  recommendations  of  the  Committee  on  Energy  and  Natural  Re- 
sources, the  recommended  limitations  on  appropriations  were  then 
compared  with  the  "current  policy"  base  provided  by  the  Senate 
Budget  Committee  in  their  letter  dated  April  30, 1981. 

Because  this  approach  was  taken  by  the  Committee  on  Energy  and 
Natural  Resources,  its  recommendations  not  only  encompass  the  spe- 
cific amendments  discussed  herein,  but  the  recommendations  also  in- 
corporate certain  features  of  President  Reagan's  proposed  budget 
(and  their  associated  savings)  compared  to  "current  policy"  that  were 
not  assumed  in  the  reconciliation  instructions  to  the  Appropriations 
Committee  or  another  authorizing  committee,  or  both,  in  particular 
where  jurisdictions  over  a  program  is  shared  by  the  Committee  on 
Energy  and  Natural  Resources  with  another  committee.  The  savings 
reported  by  the  Committee  thus  duplicate  savings  recommended  by 
other  Committees. 

The  recommendations  of  the  Committee  on  Energy  and  Natural 
Resources  also  would  authorize  appropriations  to  the  Department  of 
Energy  for  the  conduct  of  its  civilian  programs  and  activities  for 
Fiscal  Year  1982,  and  establish  a  basis  for  simplifying  and  improving 
the  annual  authorization  process  for  fiscal  years  1983  and  successive 
fiscal  years,  pursuant  to  the  Department  of  Energy  Organization  Act. 
Identical  legislation  (S.  1021)  was  reported  by  the  Committee  on 
May  15, 1981  (S.  Rept.  No.  .97-81 ); 

In  addition,  the  recommendations  of  the  Committee  would  estab- 
lish an  off -budget  method  for  the  financing  of  certain  Strategic  Petro- 
leum Reserve  activities  (the  exception  being  the  acquisition  or  con- 
struction of  facilities).  Identical  legislation  (S.  998)  was  reported 
by  the  Committee  on  May  15, 1981  (S.  Rept.  97-82) . 

II.  Summary  or  Recommendations 

The  recommendations  of  the  Committee  on  Energy  and  Natural 
Resources  encompass  programs  and  activities  of  the  following  De- 
partments and  agencies  either  wholly  or  partially  within  the  juris- 
diction of  the  Committee. 

— Funds  appropriated  to  the  President. 

— Advisory  Council  on  Historic  Preservation. 

— Alaska  Land  Use  Planning  Commission  (Inactive). 
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— Department  of  Agriculture,  including  the  U.S.  Forest  Service 
and  the  Alcohol  Fuels  and  Biomass  Energy  Program. 

— Department  of  Commerce  (certain  National  Oceanic  and  Atmos- 
pheric Administration  activities) . 

— Department  of  Defense  (certain  Recreational  Resources  activ- 
ities). 

— Department  of  Energy  civilian  programs. 

— Department  of  Housing  and  Urban  Development  (the  Solar 
Energy  and  Energy  Conservation  Bank  and  certain  community 
development  programs). 

— Department  of  the  Interior. 

— Department  of  Transportation  (certain  U.S.  Coast  Guard  Pro- 
grams). 

— Department  of  Treasury,  including  the  Energy  Security  Reserve 
(certain  Alcohol  Fuels  and  Biomass  Energy  Programs  and  the 
U.S.  Synthetic  Fuels  Corporation),  and  certain  U.S.  Customs 
Service  Programs. 

— General  Service  Administration. 

— National  Science  Foundation  (Shared) . 

— Office  of  the  Federal  Inspector  for  the  Alaskan  Natural  Gas 

Transportation  System  (Shared). 
— Pennsylvania  Avenue  Development  Corporation. 
— United  States  Holocaust  Memorial  Council. 

These  programs  encompass  16  of  the  broad  functional  areas  utilized 
by  the  Congressional  budget  process.  The  principal  functional  areas 
of  concern  to  the  Committee  are : 

250 — General  Science,  Space  and  Technology; 

270 — Energy;  and 

300 — Natural  Resources  and  Environment. 
Other  areas  of  partial  concern  are : 

053 — Atomic  Energy  Defense  Activities; 
400 — Transportation ; 

450 — Community  and  Regional  Development; 
800 — General  Government;  and 

850 — Revenue  Sharing  and  General  Purpose  Fiscal  Assistance. 
The  recommendations  of  the  Committee  on  Energy  and  Natural 
Resources  would — 

(1)  for  fiscal  year  1981,  establish  limitations  of  the  aforemen- 
tioned Departments  and  agencies  on  the  aggregate  obligation  of 
budget  authority  and  expenditure  of  budget  outlays  for  programs 
wholly  or  partially  within  the  jurisdiction  of  the  Committee ;  the 
exceptions  are  the  the  Department  of  Commerce  and  the  National 
Science  Foundation  because  in  these  two  instances  the  jurisdic- 
tion of  the  Committee  encompasses  only  a  minor  portion  of  the 
programs  or  activities  (See  discussion  below)  ; 

(2)  for  fiscal  year  1982  through  1984,  establish  limitations  on 
the  aggregate  appropriations  for  Departments  and  agencies  whose 
programs  are  wholly  or  partially  within  the  jurisdiction  of  the 
Committee  (See  discussion  below)  ; 

(3)  beginning  with  fiscal  year  1982,  support  additional  funding 
for  (a)  the  Land  and  Water  Conservation  Fund  for  Federal  pro- 
grams and  assistance  to  States;  (b)  the  Historic  Preservation 
Fund,  and  (c)  the  Youth  Conservation  Corps,  by  the  reallocation 
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of  funds  from  within  the  aggregate  Environment  and  Natural 
Resources  functional  total  for  programs  within  the  jurisdiction 
of  the  Committee  on  Energy  and  Natural  Resources  (See  discus- 
sion below)  ; 

(4)  (a)  authorize  appropriations  to  the  Department  of  Energy 
for  fiscal  year  1982  for  certain  of  its  civilian  programs  and  activi- 
ties and  (b)  establish  a  basis  for  simplifying  and  improving  the 
annual  authorization  process  for  fiscal  year  1983  and  subsequent 
fiscal  years,  pursuant  to  the  Department  of  Energy  Organization 
Act  (See  discussion  below) ; 

(5)  establish  an  off-budget  mechanism  for  financing  certain 
Strategic  Petroleum  Reserve  activities ;  the  exception  being  con- 
struction or  acquisition  of  facilities  which  would  be  separately 
authorized  under  the  aforementioned  DOE  authorization;  and 

(6)  consistent  with  the  President's  proposed  budgets,  reduce 
the  authorizations  for  (a)  the  biomass  energy  and  alcohol  fuels 
programs  of  the  Department  of  Energy  and  the  Department  of 
Agriculture  pursuant  to  Title  II  of  the  Energy  Security  Act  and 
(b)  the  Solar  Energy  and  Energy  Conservation  Bank  pursuant 
to  Title  V  of  the  Energy  Security  Act,  except  for  $50  million  in 
fiscal  years  1982. 

These  recommendations  are  reflected  in  the  accompanying  statutory 
language  in  the  judgment  of  the  Committee  on  Energy  and  Natural 
Resources,  adoption  of  these  recommendations  would  satisfy  the  in- 
struction to  the  Committee  as  set-forth  in  section  302(5)  of  the  con- 
ference agreement  on  (H.  Con.  Res.  115). 

Fiscal  year  1981 

The  instruction  to  the  Committee  on  Energy  and  Natural  Resources 
for  fiscal  year  1981  contained  in  House  Concurrent  Resolution  115 
(sec.  203  (5))  is  that  the  Committee  shall  report  changes  in  laws 
within  its  jurisdiction  sufficient  to  require  reductions  in  appropria- 
tions for  programs  authorized  by  the  Committee  so  as  to  achieve  sav- 
ings of  $1,331  million  in  budget  authority  and  $91  million  in  outlays 
for  fiscal  year  1981. 

The  recommendations  of  the  Committee  for  fiscal  year  1981  would 
achieve  savings  of  $2,100,725,000  in  budget  authority  and  $250,888,000 
in  outlays  compared  to  "current  policy"  for  programs  wholly  or 
partially  within  the  jurisdiction  of  the  Committee.  The  recommenda- 
tion of  the  Committee  thus  encompass  the  supplemental  budget  re- 
quests, rescissions,  and  deferrals  for  fiscal  year  1981  as  transmitted  to 
the  Congress  by  the  President.  The  resultant  savings  from  the  Com- 
mittee's recommendations  consist  of  these  components  (1)  general  pro- 
gram reductions  from  "current  policy"  as  proposed  by  President 
Reagan  in  the  amount  of  $1,100,725,000*  in  budget  authority  and  $240,- 
288,000  in  outlays;  (2)  reduction  in  the  authoriation  for  the  Solar 
Energy  and  Energy  Conservation  Bank  pursuant  to  Title  V  of  the 
Energy  Security  Act  to  support  the  recession  of  $1,000,000,000  in 
budget  authority  and  $10,000,000  in  outlays;  and  (3)  reductions  in 
the  authorizations  for  biomass  energy  and  alcohol  fuels  programs 
pursuant  to  Title  II  of  the  Energy  Security  Act  to  support  the  recis- 
sion  of  $740,500,000  in  budget  authority  and  $17,500,000  in  outlays  as 
the  Department  of  Energy  and  $505,000,000  in  budget  authority  and 
$3,000,000  in  outlays  to  the  Department  of  Agriculture. 
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Fiscal  year  1982 

The  instruction  to  the  Committee  on  Energy  and  Natural  Resources 
for  fiscal  year  1982  contained  in  House  Concurrent  Resolution  115  is 
that  the  Committee  shall  report  changes  in  laws  within  its  jurisdiction 
sufficient  to  require  reductions  in  appropriations  for  programs  author- 
ized by  the  Committee  so  as  to  achieve  savings  of  $3,714  million  in 
budget  authority  and  $3,398  million  in  outlays. 

The  recommendations  of  the  Committee  for  fiscal  year  1982  would 
achieve  savings  of  $6,624,716,000  in  budget  authority  and  $5,305,695,- 
000  in  outlays  compared  to  "current  policy"  for  programs  wholly  or 
partially  within  the  jurisdiction  of  the  Committee.  The  resultant 
savings  from  the  Committee's  recommendation  consists  of  four  com- 
ponents: (1)  general  budget  reductions  from  "current  policy"  as 
proposed  by  President  Reagan  in  the  amount  of  $2,401,804,000,  in 
budget  authority  and  $1,313,576,000  in  outlays;  (2)  an  adjustment  in 
President  Reagan's  proposed  budget  in  the  amendment  of  $36  million 
in  payment  in  lieu  of  taxes  by  the  Bureau  of  Land  Management  which 
was  not  assumed  by  the  Budget  Committee  for  the  formulation  of  the 
reconciliation  instruction  (S.  Con.  Res.  9)  ;  (3)  a  reduction  in  the 
authorization  for  the  Strategic  Petroleum  Reserve  in  the  amount  of 
$3,704,912,000  in  budget  authority  and  $3,473,619,000  in  outlays  due 
to  the  establishment  of  an  off-budget  financing  mechanism  for  certain 
Strategic  Petroleum  Reserve  activities;  and  (4)  the  reallocation  of 
$568.5  million  of  the  savings  resulting  from  the  action  of  the  Com- 
mittee on  the  Strategic  Petroleum  Reserve  (a)  in  the  amount  of  $518.5 
million  among  various  other  Department  of  Energy  programs  and  ac- 
tivities as  an  indication  of  areas  which  the  Committee  believes  should 
receive  greater  emphasis  and  (b)  in  the  amount  of  $50  million  in 
budget  authority  and  outlay  for  the  Solar  Energy  and  Energy  Conser- 
vation Bank  pursuant  to  Title  V  of  the  Energy  Security  Act  (See 
discussion  below) . 

In  addition  the  Committee  recommendations  supports  the  realloca- 
tion of  funds  from  within  the  aggregate  Environmental  and  Natural 
Resources  functional  total  for  programs  within  the  jurisdiction  of  the 
Committee  on  Energy  and  Natural  Resources  to  support  additional 
funding  for  fa)  the  Land  and  Water  Conservation  Fund  for  Federal 
programs  and  assistance  to  States;  (b)  the  Historic  Preservation  Fund 
and  (c)  the  Youth  Conservation  Corps  (See  discussion  below). 

Environment  and  Natural  Resources  {Function  300) 
The  recommendations  of  the  Committee  include  a  reallocation  of 
funds  within  the  aggregate  Environment  and  Natural  Resources  func- 
tional total  proposed  by  President  Reagan  for  programs  wholly  or 
partially  within  the  jurisdiction  of  the  Committee  in  the  amount  of 
$210  million  in  budget  authority  and  outlays  during  fiscal  year  1982. 

The  resultant  total  Fiscal  Year  1982  authorizations  for  the  effected 
Department  and  agency  programs  were  then  projected  on  the  basis  of 
the  same  assumptions  in  arriving  at  the  recommendations  of  the  Com- 
mittee for  fiscal  years  1983  and  1984. 

The  recommendation  of  the  Committee  supports  additional  fund- 
ing for  (a)  the  Land  and  Water  Conservation  fund  for  Federal  pro- 
grams and  assistance  to  States;  fb)  the  Historic  Preservation  Fund 
and  (c)  the  Youth  Conservation  Corps,  as  set  forth  in  Table  5A. 
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The  corresponding  offsetting  reductions  ($210  million)  within  the 
jurisdiction  of  the  Committee  would  effect  programs  of  the  Advisory 
Council  on  Historic  Preservation,  the  U.S.  Forest  Service,  and  certain 
activities  of  the  Department  of  the  Interior  which  fall  within  the 
budgetary  function.  The  final  judgment  on  such  offsetting  reduc- 
tions will  be  made  by  the  Appropriations  Committee;  however, 
the  Committee  on  Energy  and  Natural  Kesources  recommends  that 
such  reductions  not  occur  in  the  following  appropriations 
accounts:  the  Water  and  Power  Kesources  Services  Water  Eelama- 
tion  Trust  Fund,  the  Bureau  of  Land  Management's  Oregon 
and  California  Grant  Lands  and  Range  Improvement  Funds,  the 
Office  of  Surface  Mining  Reclamation  and  Enforcement's  Abandoned 
Mine  Reclamation  Fund,  the  National  Parks  Service's  Permanent 
Appropriations,  the  Bureau  of  Mines'  Contributed  Funds,  the  U.S. 
Forest  Service's  Permanent  Appropriations  and  trust  funds  and 
Recreation  User  Fee  program  of  the  Department  of  Defense.  More- 
over, in  arriving  at  its  recommendation,  the  Committee  on  Energy  and 
Natural  Resources  assumed  that  such  appropriations  accounts  would 
not  be  effected  when  calculating  the  offsetting  reductions. 

The  Committee  agreed  to  make  these  reallocations  in  an  effort  to 
insure  that  additional  funds  would  be  made  available  for  certain  pro- 
grams not  recommended  for  funding  (or  recommended  for  limited 
funding)  in  President  Reagan's  proposed  budget. 

The  Committee  notes  that  President  Reagan's  fiscal  year  1982 
budget  request  includes  a  $105  million  for  badly  needed  rehabilitation 
and  restoration  projects  within  units  of  the  National  Park  System. 
Under  the  budget  request,  this  money  is  to  come  from  the  Land  and 
Water  Conservation  Fund.  To  use  LWCF  funds  for  this  purpose  will 
require  that  the  LWCF  Act  be  amended.  This  amendatory  legislation 
(S.  910)  has  been  transmitted  to  the  Committee  and  a  hearing  has 
been  held.  A  final  decision  on  this  amendment  may  not  be  made  by 
the  Committee  or  the  Congress  prior  to  the  action  of  the  Appropria- 
tions Committees. 

Although  no  final  action  has  been  taken  on  the  Administration's  pro- 
posal to  amend  the  LWCF,  the  Committee  expects  this  $105  million 
to  be  retained  in  the  functional  total  and  assumes  that  it  will  be  made 
available  for  traditional  LWCF  projects  or,  alternatively,  made  avail- 
able through  the  appropriations  process  to  the  appropriate  Park 
Service  budget  account  specifically  to  carry  out  rehabilitation,  renova- 
tion, and  maintenance  projects.  Neither  of  these  actions  requires  an 
amendment  to  existing  law. 

TABLE  5A 

Aggregate 
amount  rec" 

1982  admin-  Increased     ommended  by 
istration       as  proposed  the  Senate 
budget        by  Senator          E.  &  N.R. 
request  as         Heinz  and  Committee 
  amended             adopted  in  1982 

Land  and  water  conservation  fund: 

Federal  programs   _  $150,000,000  $55,000,000  $205,000,000 

Assistance  to  States                                                   0  100. 000, 000  100, 000. 000 

Historic  preservation  fund                                       4,  700, 000  25. 000, 000  29.  700, 000 

Youth  Conservation  Corps                                               0  30,000,000  30,000.000 

Total  154,700,000    210,000,000  364,700,000 
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Department  of  Energy  Authorizations  for  Fiscal  Years  1982, 
1983,  and  1984  (Subtitle  D.  Part  2) 

The  recommendations  of  the  Committee  on  Energy  and  Natural  Re- 
sources include  as  Subtitle  D,  Part  2,  the  text  of  S.  1021,  the  Depart- 
ment of  Energy  Authorization  Act  for  fiscal  year  1982 — Civilian  Ap- 
plication, as  reported  by  the  Committee  on  May  15,  1981  (Senate  Re- 
port No.  97-91) .  As  stated  in  said  report : 

"The  Committee  believes  that  the  approval  of  this  measure  will 
provide  adequate  authority  for  the  operations  of  the  Department 
and  will  establish  a  basis  for  more  effective  oversight  of  the  Depart- 
ment in  subsequent  years." 

The  recommendation  of  the  Committee  would  establish  a  new  ap- 
proach to  annual  authorizations  of  appropriations  for  the  civilian  pro- 
grams of  the  Department  of  Energy.  The  bill  as  amended  by  the  Com- 
mittee has  four  titles. 

Subpart  A  authorizes  appropriations  for  fiscal  year  1982.  It  also 
establishes  a  basis  for  authorizing  the  current  total  estimated  costs  for 
each  construction  project  initiated  in  prior  fiscal  years  and  it  authorizes 
several  new  construction  projects  which  may  be  initiated  in  fiscal  year 
1982  or  future  years  and  establishes  a  total  cost  ceiling  for  such  project. 
The  major  provisions  of  this  subpart  are  as  follows : 

(1)  Appropriations  for  fiscal  year  1982  are  authorized  for  Operating 
Expenses  and  for  Plant  and  Capital  Equipment  for  each  of  the  appro- 
priation accounts  which  involve  civilian  programs  of  the  Department 
of  Energy. 

The  authorized  amounts  are  those  requested  by  the  Department  of 
Energy  except  where  noted  herein. 

(2)  Construction  projects  initiated  in  prior  years  are  continued  with 
an  authorization  of  the  current  total  estimated  cost.  Appropriations 
for  such  project  falls  within  the  aggregate  amounts  authorized  for  the 
relevant  appropriations  accounts.  A  ceiling  on  the  total  authorization 
of  appropriations  for  each  project  is  established. 

(3)  New  construction  projects  are  authorized  to  be  initiated  in  fiscal 
year  1982  within  the  aggregate  amounts  authorized  for  the  relevant 
appropriations  accounts.  Authorization  limitations  are  established  at 
the  total  current  estimated  costs  of  such  projects. 

The  fiscal  year  1982  appropriations  are  authorized  in  sections  534A 
and  534B  on  the  basis  of  the  appropriation  accounts  which  are  utilized 
in  appropriation  Acts. 

In  each  instance,  the  Appropriation  Committee  would  be  provided 
the  latitude  to  fund  line  items  within  those  appropriation  accounts  as 
they  determine.  The  ceilings  established  by  this  measure  apply  only 
to  the  total  for  each  such  account. 

The  construction  projects  which  are  authorized  by  this  measure  in 
section  534C  are  thereby  made  eligible  for  funding  in  fiscal  year  1982 
(and  subsequent  fiscal  years)  within  the  aggregate  amounts  authorized 
for  the  relevant  appropriation  accounts.  No  additional  appropriations 
are  authorized  by  section  534C.  However,  the  amounts  specified  in  sec- 
tion 534C  for  each  project  are  the  maximum  appropriation  authorized 
for  fiscal  year  1982  out  of  the  authorized  total  estimated  cost.  The  total 
estimated  costs  indicated  for  each  project  in  the  DOE  budget  books 
establish  ceilings  on  the  total  amount  that  may  be  appropriated  for 
each  such  project  overtime.  In  the  event  that  a  project  would  require 
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additional  appropriations  to  complete  that  would  exceed  the  authorized 
ceiling,  such  ceiling  would  have  to  be  revised  in  future  authorizing  acts. 
Similar  ceilings  on  the  appropriations  for  total  estimated  Federal  share 
of  the  costs  are  established  for  previously  authorized  projects  by  sub- 
section 534B(c). 

In  the  case  of  the  Strategic  Petroleum  Reserve,  the  Committee  action 
part  2,  the  Department  of  Energy  Authorization  Act  of  fiscal  year 
1982 — Civilian  Programs,  reflects  a  reduction  in  the  authorization 
based  on  the  Committee  action  on  part  3,  Strategic  Petroleum  Reserve 
Amendments  Act  of  1981.  Under  certain  activities  of  the  Strategic 
Petroleum  totaling  $3,704,912,000  would  be  placed  off-budget  for  the 
purpose  of  financing  program  activities  including  program  direction, 
planning,  and  oil  acquisition.  This  part  authorizes  $314,908,000  for  the 
facilities  acquisition  and  construction. 

Within  President  Reagan's  overall  total  for  civilian  programs  of 
the  Department  of  Energy,  the  Committee  reallocated  $518.5  mil- 
lion of  savings  resulting  from  part  3,  among  various  other  appropri- 
ations accounts  as  an  indication  of  areas  which  the  Committee  believes 
should  receive  greater  emphasis.  The  intent  of  the  Committee  was  to 
indicate  support  for  certain  categories  of  programs  that  had  been 
excised  or  drastically  reduced  in  the  proposed  budget.  For  example, 
the  Committee  increased  Energy  Supply  and  Research  Development 
by  $60.8  million  for  potential  allocation  by  the  Senate  Appropriations 
Committee  in  program  categories  such  as  Ocean  Sciences,  including 
OTEC  and  undersea  cable;  Geothermal,  including  Raft  River  and 
capital  expenditures  for  the  Herber  Binary  project ;  Electrical  Energy 
Systems ;  Fusion ;  Solar,  including  advanced  concepts.  Also  the  Com- 
mittee increased  operating  expenses  for  Fossil  Energy  Research  and 
Development  by  $80  million  for  distribution  in  program  categories 
such  as  MHD,  H-coal,  Oil  Shale,  Enhanced  Gas  Recovery  and  fuel 
cells.  In  addition,  the  Committee  increased  operating  expenses  for 
Energy  Conservation  by  $350  million  for  such  program  categories  as 
Building  Sciences,  including  residential/commercial  retrofit  and 
urban  waste;  Industrial;  Transportation;  State  and  Local,  including 
the  weatherization  program.  The  Committee  also  increased  funds  for 
the  Energy  Information  Administration  by  $1.7  million  for  such  pro- 
grams as  the  Financial  Reporting  System  as  required  by  section 
205(h)  of  the  Department  of  Energy  Organization  Act.  The  Commit- 
tee also  increased  Energy  Regulation  by  $26  million  for  such  programs 
as  compliance,  including  the  Office  of  Enforcement  and  Office  of 
Special  Counsel. 

In  addition  the  Committee  allocated  $50  million  of  the  savings 
resulting  from  part  3  to  the  Solar  Energy  and  Energy  Conservation 
Bank ;  however,  this  action  is  reflected  separately  in  the  Committee's 
recommendation  on  reconciliation  to  the  Senate  Budget  Committee. 

The  Committee  provided  within  the  Energy  Conservation  account 
up  to  $336  million  for  state  and  local  programs.  Within  this  $336  mil- 
lion there  are  authorized  to  be  appropriated  such  funds  as  are  neces- 
sary to  implement  S.  1166,  the  "National  Home  Weatherization  Act" 
or  comparable  legislation.  The  Committee  assumes  the  $336  million 
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figure  is  a  ceiling  and  expects  that  if  not  all  the  $336  million  are  appro- 
priated for  state  and  local  programs,  including  S.  1166,  then  the  funds 
will  be  available  to  other  programs  in  the  Energy  Conservation 
account. 

The  total  amount  of  the  appropriations  authorized  by  part  2  for 
fiscal  year  1982  for  the  civilian  programs  of  the  Department  of  Energy 
would  be  $5,598,344,000. 

Subpart  B  authorizes  amounts  to  be  appropriated  for  each  appro- 
priations account  in  fiscal  year  1983  and  subsequent  fiscal  years  in  the 
amount  which  has  actually  been  appropriated  for  each  account  in  the 
prior  fiscal  year  plus  10  percent.  It  should  be  noted  that  this  authoriza- 
tion is  not  an  overall  10-percent  inflator  or  index.  In  each  fiscal  year, 
10  percent  latitude  to  the  Appropriations  Committee  would  be  pro- 
vided over  the  prior  year  level  of  actual  appropriations. 

In  fiscal  year  1983  and  subsequent  years,  the  annual  authorization 
measures  would  address  only  major  departures  from  prior  year  levels 
of  general  activity,  major  new  initiatives,  new  proposed  construction 
projects  starts  and  changes  in  estimated  total  costs  for  ongoing  con- 
struction projects. 

Strategic  Petroleum  Reserve  (Subtitle  Z>,  Part  3) 
The  recommendations  of  the  Committee  on  Energy  and  Natural 
Resources  also  include  as  Subtitle  D,  Part  3,  the  text  of  S.  998,  the 
Strategic  Petroleum  Reserve  Amendments  Act  of  1981,  as  reported  by 
the  Committee  on  May  15, 1981  (Senate  Report  No.  97-92).  As  stated 
in  said  report,  "The  objective  of  the  amendment  is  to  establish  an 
off -budget  financing  mechanism  for  funding  the  Strategic  Petro- 
leum Reserve.  The  amendment  creates  a  separate  account  in  the 
Treasury  for  funding  the  Strategic  Petroleum  Reserve.  A  total  of 
$21.9  billion  would  be  authorized  for  financing  the  Strategic  Petro- 
leum Reserve  through  the  account.  The  Treasury  would  fund  the 
account  by  using  the  lowest  cost  financing  available.  Additional  re- 
ceipts for  the  sale  of  petroleum  products  in  any  drawdown  and  dis- 
tribution of  the  Strategic  Petroleum  Reserve  would  be  deposited  into 
the  account.  It  should  be  noted  that  the  term  'petroleum  products'  used 
in  this  section  and  in  later  sections  is  a  defined  term  under  the  Energy 
Policy  and  Conservation  Act  (Section  3(3) )  and  includes  crude  oil  in 
the  definition." 

The  Secretary  of  Energy  would  use  the  account  to  obligate  funds 
in  accordance  with  existing  law  to  implement  (with  exception  of  the 
acquisition  or  construction  of  facilities)  Strategic  Petroleum  Reserve 
program  activities. 

Section  538C(b)  mandates  the  President  to  seek  to  fill  the  Reserve 
at  an  average  rate  of  at  least  300,000  barrels  per  day.  On  Decem- 
ber 12,  1980,  a  similar  mandate  was  enacted  in  Public  Law  96-514. 
The  Committee  does  not  expect  this  requirement  in  and  of  itself 
to  require  the  submission  of  a  proposed  amendment  to  the  Strate- 
gic Petroleum  Reserve  Plan.  However,  as  the  Administration  alters  its 
plans  for  the  Strategic  Petroleum  Reserve  program  so  as  to  accom- 
modate the  300,000  barrel -per-day  mandate  of  part  3,  the  provisions 
of  EPCA  which  address  the  content  of  the  Strategic  Reserve  Plan  and 
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amendments  to  the  plan  may  well  require  the  submission  of  amend- 
ments to  the  plan.  Existing  law  provides  that  the  Secretary  of  Energy 
shall  to  the  greatest  extent  practicable  acquire  crude  oil  for  the  Re- 
serve in  a  manner  consonant  with  the  objectives  set  out  in  law.  The 
Committee  believes  that  their  objective  interpreted  as  a  whole,  do  not 
prevent  the  Secretary  from  filling  the  Reserve  at  a  rate  of  300,000 
barrels  per  day. 

Section  538G  requires  a  quarterly  report  on  Strategic  Petroleum 
Reserve. 

In  adopting  the  off-budget  financing  approach  under  S.  998,  the 
Committee  intends  that  oversight  of  the  Strategic  Petroleum  Reserve 
program  will  be  accomplished  through  the  review  mechanisms  of 
existing  law  and  facilitated  by  the  quarterly  reports  to  Congress  re- 
quired by  section  538G.  Section  159  of  the  Energy  Policy  and  Conser- 
vation Act  also  provides  for  congressional  review  of  a  Strategic  Petro- 
leum Reserve  Plan  and  amendments  to  that  plan,  which  are  subject 
to  disapproval  by  either  House  of  Congress  under  the  procedures  of 
section  551  of  the  Energy  Policy  and  Conservation  Act.  The  Commit- 
tee expects  that  prior  to  taking  any  significant  actions  not  contem- 
plated in  the  existing  approved  Strategic  Petroleum  Reserve  Plan  in 
"designing,  constructing,  and  filling  the  storage  and  related  facilities 
of  the  Reserve"  the  Secretary  will  submit  proposed  changes  to  the 
Congress  as  amendments  to  the  Strategic  Petroleum  Reserve  Plan. 
The  Committee  further  expects  that  in  submitting  any  proposed 
amendment  to  the  Strategic  Petroleum  Reserve  Plan,  the  Secretary 
will  include  in  the  submittal  a  statement  containing  the  information 
described  in  section  159(d),  but  this  statement  need  not  include  mat- 
ters outside  the  scope  of  the  proposed  amendment.  Through  this 
amendment  process  the  Congress  can  exercise  timely  oversight  over 
the  Strategic  Petroleum  Reserve  Program,  despite  the  use  of  off- 
budget  financing. 

It  is  clear  that  the  300,000  barrel-per-day  mandate  included  in  part  3 
will  necessitate  changes  in  the  Administration's  plans  for  acquisition 
of  storage  capacity  for  the  Reserve.  The  Committee  suggests  that  the 
Administration  consider,  among  other  approaches,  the  possibility  of 
leasing  storage  capacity,  so  as  to  permit  a  rapid  increase  in  capacity. 
Existing  law  already  provides  clear  authority  to  lease  facilities,  and 
the  creation  of  the  Strategic  Petroleum  Reserve  Account  in  part  3 
should  facilitate  from  a  budgetary  standpoint  the  use  of  long-term  as 
well  as  short-term  leases  of  facilities. 

The  Committee  in  adopting  section  538H  did  not  intend  any  implica- 
tion that  existing  law  is  insufficient  to  support  an  arrangement  between 
a  State  and  Federal  Government  for  the  storage  of  petroleum  products 
in  the  Strategic  Petroleum  Reserve.  Rather,  the  provisions  adopted  in 
this  section  would  facilitate  such  an  arrangement  by  waiving  the  nor- 
mal procurement  laws  and  regulations  and,  by  providing  other  supple- 
mental authorities  to  the  Secretary. 

In  adopting  section  168(c),  the  Committee  recognized  that  some 
unexpended,  obligated,  balances  of  fiscal  year  1981  appropriations 
might  carry  over  and  appear  as  outlays  in  fiscal  year  1982.  To  avoid 
this  result,  section  168(c)  operates  so  as  to  place  such  carryovers  off- 
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budget  by  using  the  Strategic  Petroleum  Reserve  account  for  these 
outlays. 

Fiscal  year  1983 

The  instruction  to  the  Committee  on  Energy  and  Natural  Resources 
for  fiscal  year  1983  contained  in  House  Concurrent  Resolution  115  is 
that  the  Committee  shall  report  changes  in  laws  within  its  jurisdiction 
sufficient  to  require  reductions  in  appropriations  for  programs  author- 
ized by  the  Committee  so  as  to  achieve  savings  of  $3,660  million  in 
budget  authority  and  $3,627  million  in  outlays  for  fiscal  year  1981. 

The  recommendation  of  the  Committee  for  fiscal  year  1983  would 
achieve  savings  of  $5,799,301,000  in  budget  authority  and  $5,220,- 
473,000  in  outlays  compared  to  "current  policy"  for  programs  wholly 
or  partially  within  the  jurisdiction  of  the  Committee  on  Energy  and 
Natural  Resources. 

The  resultant  savings  from  the  Committee's  recommendation  for 
fiscal  year  1983  are  based  upon  these  three  components:  (1)  projection 
of  the  general  program  reductions  from  "current  policy"  as  proposed 
by  President  Reagan;  (2)  projection  of  the  fiscal  year  1982  recom- 
mendation of  the  Committee  regarding  Environment  and  Natural  Re- 
sources programs;  and  (3)  reductions  in  the  on-budget  authorization 
for  the  Strategic  Petroleum  Reserve  in  the  amount  of  $3,187,723,000 
budget  authority  and  $3,644,996,000  in  outlays  due  to  the  establishment 
in  fiscal  year  1982  of  an  off-budget  financing  mechanism  for  certain 
Strategic  Petroleum  Reserve  activities. 

Fiscal  year  198 % 

The  instruction  to  the  Committee  on  Energy  and  Natural  Resources 
for  fiscal  year  1984  contained  in  House  Concurrent  Resolution  115  is 
that  the  Committee  shall  report  changes  in  laws  within  its  jurisdiction 
sufficient  to  require  reductions  in  appropriations  for  programs  author- 
ized by  the  Committee  so  as  to  achieve  savings  of  $3,604  million  in 
budget  and  $3,711  million  in  outlays. 

The  recommendations  of  the  Committee  for  fiscal  year  1984  would 
achieve  savings  of  $3,887,568,000  in  budget  authority  and  $4,303,- 
473,000  in  outlays  compared  to  "current  policy"  for  programs  wholly 
or  partially  within  the  jurisdiction  of  the  Committee. 

The  resultant  savings  from  the  Committee's  recommendation  for 
fiscal  year  1984  are  based  upon  three  components :  (1)  projection  of  the 
general  program  reductions  from  "current  policy"  as  set  forth  in  the 
fiscal  year  1983  recommendation  of  the  Committee;  (2)  projection  of 
the  fiscal  year  1982  recommendation  of  the  Committee  regarding 
environment  and  natural  resources  programs;  and  (3)  reductions  in 
the  authorization  for  the  Strategic  Petroleum  Reserve  in  the  amount  of 
$2,046,405,000  in  budget  authority  and  $2,264,480,000  in  outlays  due  to 
the  establishment  in  fiscal  year  1982  of  an  off-budget  financing 
mechanism  for  certain  Strategic  Petroleum  Reserve  Activities. 

III.  Legislatrte  History 

On  March  10.  1981,  President  Regan  transmitted  to  the  Congress  a 
fully  revised  budget  for  fiscal  year  1982  with  specific  proposals  for 
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fiscal  years  1981  and  1982  and  clearly  stated  budgetary  targets  for 
fiscal  years  1983  through  1986.  His  budget  reform  plan,  first  presented 
on  February  18  to  a  Joint  Session  of  the  Congress  about  the  economic 
crisis  facing  America,  called  for  substantial  budget  savings  and  a 
redirection  of  Federal  Government  activities.  The  plan  included  more 
than  200  proposals  for  spending  reductions,  users  charges,  and  off- 
budget  savings. 

Beginning  on  February  23,  1981.  The  committee  commenced  four 
days  of  hearings  on  the  proposed  budgets  for  fiscal  year  1981  and  1982. 

On  March  17,  the  Committee  on  Energy  and  Natural  Resources 
began  the  first  of  three  business  meetings  to  consider  President 
Reagan's  proposed  budget  for  fiscal  year  1982. 

The  Committee  on  the  Budget  of  the  U.S.  Senate  also  met  on 
March  17th  to  consider  President  Reagan's  budget  request.  In  action 
taken  that  night  the  Committee  on  the  Budget  voted  a  reduction  in 
funding  for  the  Strategic  Petroleum  Reserve  which  appeared  to  elimi- 
nate $3  billion  from  President  Reagan's  $3.8  billion  request  for  the 
SPR  for  fiscal  year  1982.  The  Budget  Committee's  vote,  also  appeared 
to  assume  a  change  in  the  traditional  method  of  funding  the  SPR 
(on-budget  financing)  and  suggested  that  the  funding  of  the  Reserve 
should  be  shifted  to  either  private  financing  or  an  off-budget  procedure. 

Aware  of  the  Committee  on  the  Budget's  action,  the  Committee  on 
Energy  and  Natural  Resources  held  business  meetings  on  March  18th 
and  19th  to  discuss  the  Committee's  response  on  the  budget. 

On  March  19th,  the  Committee  after  extensive  debate  reaffirmed 
once  again  the  vital  importance  of  the  SPR,  and  took  a  position  favor- 
ing funding  the  SPR  in  the  normal,  on-budget  public  financing  proc- 
ess as  rapidly  as  possible.  The  Committee  approved  President  Reagan's 
budgetary  totals,  including  the  President's  full  $3.8  billion  re- 
quest for  SPR,  for  programs  within  its  jurisdiction  as  contained 
in  the  Administration's  proposed  budget  for  fiscal  year  1982. 

Cognizant  of  the  Committee  on  the  Budget's  concerns  on  this  issue 
the  Committee  on  Energy  and  Natural  Resources  adopted  by  a  vote 
of  19  to  1  a  resolution  introduced  by  Chairman  McClure  which  stated 
that  the  Committee  would  move  expeditiously  to  consider  and  report 
an  alternative  off-budget  funding  mechanism  for  the  funding  of  the 
SPR.  The  resolution  further  stated  that  when  such  an  alternative 
mechanism  is  developed  by  the  Committee  on  Energy  and  Natural 
Resources,  or  any  other  committee,  and  is  enacted  into  law,  the  Com- 
mittee would  support  an  appropriate  reduction  in  authorizations  and 
appropriations  for  the  SPR. 

The  Committee's  action  on  President  Reagan,  Reagan's  fiscal  year 
1982  budget  was  reflected  in  the  March  20, 1981,  letter  to  the  Chairman 
and  Ranking  Minority  Member  of  the  Committee  on  Energy  and 
Natural  Resources. 

Subsequently  the  Committee  on  Energy  and  Natural  Resources 
submitted  its  March  report  to  the  Senate  Budget  Committee  in  ac- 
cordance with  Section  301  (c)  of  the  Congressional  Budget  and  Im- 
poundment Control  Act  of  1974.  In  the  preparation  of  that  report, 
the  Committee  held  three  business  meetings.  The  recommendations  of 
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the  Committee  were  approved  with  a  quorum  present  in  a  business 
meeting  on  March  19,  1981.  In  its  letter  of  transmittal  from  Chairman 
James  A.  McClure  and  Ranking  Minority  Member,  Henry  M.  Jackson, 
the  Committee  supported  President  Reagan's  budgetary  total  for 
programs  within  the  jurisdiction  of  the  Committee  as  contained 
in  the  Administration's  proposed  budget  for  fiscal  year  1982.  The 
letter  noted  further  that  it  was  the  sense  of  the  Committee  that  "in 
the  case  of  funding  for  the  Strategic  Petroleum  Reserve,  that  the 
Committee  will  move  expeditiously  to  consider  and  report  an  alterna- 
tive off-budget  funding  mechanism.  When  such  an  alternative  mech- 
anism is  developed  by  the  Committee  on  Energy  and  Natural  Re- 
sources, or  any  other  committee,  and  is  enacted  into  law,  we  will  sup- 
port an  appropriate  reduction  in  authorization  and  appropriations 
for  the  Strategic  Petroleum  Reserve,"  Additionally  the  Committee 
reserved  the  prerogative  to  make  future  programmatic  decisions  on 
areas  within  its  jurisdiction;  however,  the  Committee  also  noted  its 
intent  to  keep  within  the  aforementioned  individual  totals. 

In  an  effort  to  comply  with  the  mandate  of  the  adopted  McClure 
resolution,  the  Subcommittee  on  Energy  and  Mineral  Resources, 
which  has  jurisdiction  over  the  SPR  program,  scheduled  a  series  of 
hearings  on  the  SPR,  beginning  March  30,  to  examine  the  status  of 
the  reserve  and  explore  alternative  financing  mechanisms  for  the 
filling  of  the  reserve. 

At  the  end  of  March,  the  Senate  considered  S.  Con.  Res.  9,  which 
apparently  assumed  a  reduction  of  $3  billion  in  President  Reagan's 
fiscal  year  1982  request  for  the  SPR  program — to  have  $3  billion 
taken  off-budget  and  to  be  financed  by  some  undefined  off-budget 
mechanism. 

On  April  2, 1981,  the  Senate  passed  Senate  Concurrent  Resolution  9, 
the  Revised  Second  Concurrent  Resolution  on  the  Budget,  fiscal  year 
1981,  which  contained  proposed  revisions  of  the  Congressional  budget 
for  the  Federal  government  for  fiscal  years  1981,  1982,  and  1983.  The 
resolution  would  have  added  a  new  title  to  the  Second  Budget  Resolu- 
tion for  Fiscal  Year  1981 ;  the  proposed  new  title  contained  instructions 
to  the  Appropriations  Committee  and  certain  authorizing  committees 
to  effect  savings  by  in  budget  authority  and  outlays  by  changes  (a) 
in  appropriations,  (b)  in  existing  statutory  authorizations  and  (c)  in 
direct  spending  accounts  (i.e.,  entitlements)  within  the  jurisdiction 
of  each  respective  authorizing  committee. 

The  proposed  instruction  (S.  Con.  Res.  9)  to  the  Committee  on 
Energy  and  Natural  Resources  would  have  required,  the  Committee 
to  change  laws  within  the  jurisdiction  of  the  Committee  sufficient  to 
require  reductions  in  appropriations  for  programs  within  the  Energy 
Committee ~s  jurisdiction  so  as  to  achieve  savings  of  $2,071  million  in 
budget  authority  and  $107  million  in  outlays  in  fiscal  year  1981 ;  $3J1^ 
million  in  budget  authority  and  $3^04  million  in  outlays  for  fiscal 
year  1982;  and  $3,660  million  in  budget  authority  and  $3,628  million 
in  outlays  for  fiscal  year  1983. 

(The  proposals  considered  by  the  Senate  Budget  Committee  in  the 
formulation  of  this  instruction  are  set  forth  in  Table  5B.) 
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TABLE  5B.— Proposals  Considered  By  the  Budget  Committee  When  Developing  the  Instruction  to 
the  Committee  On  Energy  and  Natural  Resources 

REDUCTIONS  IN  AUTHORIZATIONS 
[In  millions  of  dollars] 

FY  1981  FY  1982  FY  1983 

Proposals    considered    by    the  Com- 


mittee BA  O  BA  O  BA 


President: 


I.  DOE  alcohol  fuels  

-740 

-12 

-6 

-1 

2.  Solar  energy  and  conservation 

bank                               _  _ 

-1,000 

-10 

-50 

-130 

3.  Youth  Conservation  Corps  

-38 

-30 

-60 

-60 

-60 

-60 

4.  Park  programs    

-293 

-54 

-654 

-288 

-600 

-437 

-36 

-36 

-36 

-36 

Total,  President   

-2,071 

-106 

-750 

-440 

-696 

-664 

Other: 

6.  Strategic   petroleum   reserve — 

private  financing                                                 -5,871  -3,906  -3,910  -4,360 

7.  Payments  in  lieu  of  taxes                                           —45  —45  —45  —45 


Total,  other   -5,916   -3,951    -3.955  -4,405 


Total,  reductions  in  authoriza- 
tions   -2,071      -106  -6,666  -4,391    -4.651  -5,069 


REDUCTIONS  IN  DIRECT  SPENDING 
[In  millions  of  dollars] 

FY  1981  FY  1982  FY  1983 

Proposals    considered    by    the  Com-       

mittee  BA  O  BA  O  BA  O 


President: 
None... 


Total,  President. 


Other: 


1 .  Federal  land  shared  receipts  

  -245 

-244 

-280 

-280 

Total,  other     

  -245 

-244 

-280 

-280 

Total,  reductions  in  direct 
spending   

  -245 

-244 

-280 

-280 

During  the  course  of  Senate  debate  on  S.  Con.  Res.  9,  three  amend- 
ments were  offered  to  add  back  in  varying  amounts  to  the  budget 
request  to  provide  for  on-budget  financing  of  the  SPR. 

Proponents  in  favor  of  adding  money  back  into  the  budget  for  the 
SPR  program  argued  that  the  Budget  Committee's  assumption  that 
an  alternative  financing  mechanism  for  the  SPR  was  ready  to  be 
utilized  was  incorrect  and  that  the  SPR  was  too  important  to  America 
to  be  funded  by  incorrect  assumptions. 
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Chairman  McClure  during  the  debate  stated:  "We  support  the 
search  for  private  financing  mechanisms,  but  we  must  support  reten- 
tion of  SPR  funds  until  an  acceptable  mechanism  has  been  identified 
and  implemented. 

"The  Budget  Committee  seems  to  support  the  SPR  on  both  economic 
and  national  security  grounds.  Moreover  the  Budget  Committee  does 
not  appear  to  dispute  the  fact  that  the  SPR  can  provide  insurance 
against  the  economic  dislocations,  protection  against  international 
blackmail,  and  a  source  of  fuel  supplies  for  the  military  during  war- 
time mobilization.  On  these  points  we  are  in  agreement.  Where  we  are 
in  disagreement  is  that  an  off-budget  mechanism  to  raise  the  necessary 
funds  to  purchase  petroleum  is  already  known.  Such  is  not  the  case. 
While  several  funding  mechanisms  are  postulated,  none  of  the  private 
proposals  made  so  far  has  been  subjected  to  careful  examination." 

All  three  amendments  to  add  money  back  into  the  budget  for  the 
SPR  were  defeated — 

— A  Stevens  amendment  which  would  have  restored  $1.5  billion  to 
the  budget  for  financing  of  SPR  was  defeated  23  to  71. 

— A  Bradley  amendment  which  would  have  added  $3  billion  to  the 
budget  for  financing  of  SPR  was  defeated  17  to  81. 

— A  McClure  amendment  which  would  have  added  $3  billion  for 

>  financing  of  SPR  with  offsetting  reductions  in  budget  authority 
in  1982  and  1983  in  all  other  programs  save  defense,  trust  fund 
operations,  and  national  debt  was  defeated  22  to  76. 

While  there  was  near  unanimous  consensus  on  the  Committee  that 
the  SPR  should  be  funded  on-budget,  the  Committee  had  received  its 
mandate  from  the  Senate  to  develop  an  approach  to  fund  the  SPR  in 
a  manner  other  than  on-budget. 

On  April  10  Chairman  McClure  and  Senator  Warner  introduced 
S.  998  which  provided  an  alternative  financing  vehicle  to  allow  in- 
terim financing  for  fiscal  year  1982  of  the  filling  of  the  SPR  by  con- 
tinuing several  sources  of  either  Federal  revenues  or  funds  to  purchase 
oil  for  the  SPR  or  oil  which  would  be  dedicated  to  the  SPR  backed 
by  a  "safety  net" — a  source  of  funds  which  would  be  utilized  only  if 
the  combination  of  revenues,  funds  or  oil  sources  did  not  provide 
enough  funds  to  fill  the  SPR  at  a  rate  of  300,000  barrels  of  oil  a  day. 

S.  998  originally  introduced  would  have  funded  the  SPR  by  using 
the  combination  of : 

— the  Federal  share  of  Federal  crude  oil  royalties  from  onshore  and 
offshore  production ; 

—the  oil  or  proceeds  of  the  sale  of  oil  from  the  Naval  Petroleum 
Reserve. 

—carry-over  funds  appropriated  from  prior  fiscal  years  for  SPR 
oil  acquisition ; 

—money  authorized  for  appropriations  for  SPR  oil  procurement  in 

fiscal  year  1982 ;  and 
—if  necessary,  the  sale  of  Strategic  Petroleum  Reserve  Securities  in 

private  securities  market. 
In  addition  the  State  Royalty  Oil  section  (section  7)  would  have 
provided  a  supplemental  source  of  oil  for  the  Reserve,  all  backed  by  a 
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"safety  net" — consisting  of  unobligated  Energy  Security  Reserve 
funds — which  could  be  borrowed,  used  and  repaid  if  ever  needed. 

The  Subcommittee  on  Energy  and  Mineral  Resources  in  its  hearings 
on  March  30,  April  21,  22,  and  30  and  May  8  explored  the  approach 
mandated  by  the  Senate  votes. 

Subsequently  on  May  12, 1981,  the  Senate  passed  Senate  Concurrent 
Resolution  19,  the  First  Concurrent  Resolution  on  the  Budget  for 
Fiscal  Year  1982  it  repeated  the  reconciliation  instruction  previously 
approved  by  the  Senate  as  part  of  Senate  Concurrent  Resolution  9. 
However,  Senate  Concurrent  Resolution  19  also  contained  an  instruc- 
tion applying  to  fiscal  year  1984  to  achieve  savings  of  $3,604  million 
in  budget  authority  and  $3,711  million  in  outlays  (see  Table  5C). 

TABLE  5C 
[In  millions  of  dollars] 


Fiscal  year: 
1981: 

BA_. 

BO.. 
1982: 

BA. 

BO.. 
1983: 

BA. 

BO. 
1984: 

BA. 

BO. 


S.  Con.  S.  Con.         H.  Con. 

Res.  9  Res.  19        Res.  115  Conference 


2,071 

2,071 

1.331 

106 

106 

91 

3,714 

3,714 

3,714 

3,714 

3,404 

3,404 

3,348 

3,398 

3,660 

3, 660 

3,660 

3,660 

3,628 

3,628 

3,497 

3,627 

3,604 

3,604 

3,604 

3,711 

3,551 

3,711 

When  the  final  conference  agreement  was  reached  on  House  Con- 
current Resolution  115,  the  First  Concurrent  Resolution  on  the  Budg- 
et, Fiscal  Year  1982,  the  assumptions  behind  the  instructions  to  the 
Committee  on  Energy  and  Natural  Resources,  except  for  fiscal  year 
1981,  are  essentially  the  same  as  those  originally  formulated  by  the 
Senate  Budget  Committee  in  Senate  Concurrent  Resolution  9. 

The  Committee  on  Energy  and  Natural  Resources  is  required  to 
report  changes  in  laws  within  the  jurisdiction  sufficient  to  require 
reductions  in  appropriations  for  programs  authorized  by  the  Com- 
mittee so  as  to  achieve  savings  of  $1,331  million  in  budget  authority 
and  $91  million  in  outlays  for  fiscal  year  1981;  $3,714  million  in 
budget  authority,  and  $3,398  million  in  outlays  for  fiscal  year  1982 : 
$3,660  million  in  budget  authority  and  $3,627  million  in  outlays  for 
1983;  and  $3,604  million  in  budget  authority  and  $3,711  million  in 
outlays  for  fiscal  year  1934  (See  Table  5B) . 

The  instruction  directed  to  the  Committee  on  Energy  and  Natural 
Resources  only  addresses  changes  in  statutes  to  require  reductions  in 
appropriations.  The  instructions  do  not  address  changes  in  direct 
spending  statutes  within  the  jurisdiction  of  the  Committee.  Direct 
spending  involves  spending  to  which  the  Federal  Government  is 


367 


committed  whether  or  not  appropriations  are  provided  in  advance. 
Examples  include  entitlement  payments,  contract  authority  to  incur 
indebtedness,  and  authority  to  make  payments  (including  loans  and 
grants).  As  such,  reconciliation  instructions  to  reduce  direct  spend- 
ing are  directed  only  to  the  authorizing  committee  with  jurisdiction 
over  specific  direct  spending  programs. 

The  instructions  to  the  Committee  on  Energy  and  Natural  Resources 
when  initially  formulated  by  the  Senate  assumed  implementation  of 
President  Reagan's  proposed  budget  for  programs  within  the  jurisdic- 
tion of  the  Committee  except  as  follows:  (a)  it  did  not  assume  Presi- 
dent Reagan's  proposed  budget  of  $45  million  for  the  "payment  in  lieu 
of  taxes"  program  administered  by  the  Bureau  of  Land  Management ; 
rather  it  assumed  "current  policy"  of  $81  million  (or  plus  $36  million)  ; 
and  (b)  it  did  assume  that  additional  savings  beyond  those  proposed 
by  the  President  could  be  achieved  by  implementation  of  an  alternative 
off-budget  financing  mechanism  for  the  Strategic  Petroleum  Reserve ; 
specifically,  reductions  of  $3.0  billion  in  budget  authority  for  each  fiscal 
year  1982, 1983,  and  1984.  In  arriving  at  the  reconciliation  instruction 
the  Senate  Budget  Committee  made  certain  assumptions.  The  Commit- 
tee on  Energy  and  Natural  Resources,  however,  was  not  bound  by  their 
assumptions.  Nevertheless  with  regard  to  a  major  budgetary  reduction 
such  as  taking  the  Strategic  Petroleum  Reserve  off-budget,  it  would 
have  been  difficult,  if  not  impossible,  for  the  Committee  to  have  sound 
comparable  savings  elsewhere  within  its  jurisdiction. 

But  more  importantly,  from  the  standpoint  of  the  Committee  on 
Energy  and  Natural  Resources,  several  of  President  Reagan's  budget 
proposals  were  not  incorporated  in  the  instruction  to  the  Commit- 
tee. These  proposals  fall  within  three  categories:  First,  budget  pro- 
posals which  because  of  shared  jurisdiction  over  the  subject  program 
were  incorporated  in  the  instruction  to  another  committee  with  sub- 
stantive jurisdiction;  second,  budget  proposals  which  can  be  effectu- 
ated by  a  recission  of  budget  authority  in  fiscal  year  1981  by  the 
Appropriations  Committee  without  corresponding  required  changes  in 
authorization  statutes  by  the  Energy  Committee  (see  table  5B)  ;  and, 
third,  budget  proposals  that  can  be  taken  by  the  Executive  Branch 
without  Congressional  actions. 

For  example,  in  formulating  the  reconciliation  instructions,  the  Sen- 
ate Budget  Committee  did  not  address  certain  Presidential  initiatives 
contained  in  the  February  18  and  March  10  Presidential  submissions  to 
the  Congress.  As  noted  in  Senate  Report  No.  97-^9  (page  5),  such 
"non-reconcilable  items  include  actions  that  the  Administration  can 
take  on  its  own  to  save  money,  off -budget  items  and  proposals  to 
restrain  programs  for  which  no  authorizing  law  exists." 

In  the  case  of  authorizations  of  appropriations,  in  some  instances 
duplicate  instructions  were  directed  to  both  the  Appropriation  Com- 
mittee and  the  Energy  Committee.  For  example,  for  fiscal  year  1981 
several  of  President  Reagan's  proposals  anticipate  a  recession  in 
budget  authority  for  certain  programs.  Therefore  the  instruction  to 
the  Appropriations  Committee  anticipated  the  recession  of  the  subject 
budget  authority  for  fiscal  year  1981  (see  table  5D)  ;  in  addition  the 
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instruction  to  the  Energy  Committee  anticipates  changes  in  author- 
izations for  fiscal  years  1981  through  1984.  Consequently,  as  noted  in 
Senate  Report  No.  97-94  (page  7)  "there  is  some  duplication  between 
the  instruction  to  Appropriations  and  instruction  to  authorizing  com- 
mittee. In  instances  where  there  is  an  overlap,  both  committees  will  be 
credited  with  savings  against  the  amounts  they  are  instructed  to 
report." 

However,  because  the  Committee  on  Energy  and  Natural  Resources 
took  a  broad  approach  to  reconciliation,  the  recommendations  of  the 
Committee  considers  President  Reagan's  proposed  budget  in  the  aggre- 
gate, not  just  those  areas  specifically  addressd  by  the  assumptions  in 
the  reconciliation  instruction. 

TABLE  5.D — Instruction  to  Committee  on  Appropriations:  Proposals  Considered  by  the  Budget 
Committee  When  Formulating  Instruction  (S.  Con.  Res.  9)  Which  also  Effect  Jurisdiction  of 
Committee  on  Energy  And  Natural  Resources  (Extract  from  S.  Rept.  97-2. ) 

RECONCILIATION  SUMMARY 
[In  millions  of  dollars] 


FY  1981                 FY  1982  FY  1983 

Proposals    considered    by    the  Com-       

mittee                                                     BA             O           BA  O           BA  O 

President: 

*****  *  * 

3.  DOE  alcohol  fuels  1   -740       - 1 2    -6   - 1 

4.  USDA  alcohol  fuels    -505        -3    -54   -84 

5.  Solar  and  other  energy  supply . .     —141        —51    —78   —12 

6.  Solar  Energy  and  Conservation 

Bank1  _   -1,000       -10    -50   -130 

7.  Energy  conservation   —254       —26    —146   —66 

8.  Synthetic  fuels   -547      -150    -325    -72 

9.  Fossil  energy   -73        -35    -36   -2 

10.  Park  programs1.  .    -293        -54    -116   -74 

11.  Youth  Conservation  Corps  1    —38        —30    _  —8  

*****  *  * 

19.  Energy  impact  assistance  —52         —4   —24    —12 

*****  *  * 

30.  Miscellaneous  small  recissions 

proposed  by  the  President  2_       -98        -51...   -17   -5 


Subtotal,  SENR   -3,741      -426   -860    -460 

Duplication...   2,071      106    180   205 


Total  not  in  SENR  Instruc- 
tion__    -1,670      -320   _     -680    -255 


1  Duplicative  assumption  in  instruction  provided  to  the   Committee  on   Energy  and  Natural 
Resources. 
»  See  table  5E. 
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TABLE  5E 

DETAIL  REPORT  ON  MISCELLANEOUS  SMALL  RESCISSIONS 
[In  millions  of  dollars] 


FY         FY         FY         FY         FY  FY 
Function,  number,  and  title  1981        1982        1983        1984        1985  1986 


270 

1  Geothermal   Resources  De- 

BA 

-22 

velopment  Fund. 

O 

2  Energy  Information  Admin- 

BA 

-13 

istration. 

O 

-11 

-1 

-1 

3  Economic  Regulation  (Energy 

BA 

-33 

Information). 

O 

-21 

-5 

-4 

-3  

4  Departmental  Administration 

BA 

-12 

(Energy  Information). 

0 

-9 

-3 

300 

3  Surface  Mining  Reclamation.  _ 

BA 

-2 

O 

-2 

400 

1  National  Park  Service  Con- 

BA 

-16 

struction. 

0 

-8 

-8 

Subtotal  SENR  

BA 
0 

-98 

-51 

-17 

-5 

-3  

IV.  Committee  Action 

The  reconciliation  procedure  this  year  is  significantly  broader  in 
scope  than  was  contemplated  by  the  Budget  Act  because  not  only  does 
it  apply  to  the  current  fiscal  year  1981  but  it  also  applies  to  fiscal  years 
1982, 1983,  and  1984. 

The  Committee  took  a  broad  approach  in  the  formulation  of  its 
recommendations  to  satisfy  reconcilitation.  The  recommendation  is 
to  establish  limitations  on  the  aggregate  appropriations  for  each  De- 
partment or  agency  whose  programs  are  wholly  or  partially  with  the 
jurisdiction  of  the  Committee,  sucli  as  programs  of  the  Department 
of  the  Interior.  Within  this  framework  the  Committee  (a)  targeted 
specific  program  areas  for  reducions,  such  as  taking  the  Strategic 
Petroleum  Reserve  off-budget,  and  (b)  within  its  jurisdiction,  re- 
allocated funds  with  a  given  functional  area,  such  as  the  environment 
and  natural  resources  function. 

The  legislative  mechanism  recommended  by  the  Committee  for  im- 
plementation of  its  reconciliation  instruction  is  establishment  of  over- 
all appropriations  limitations  by  Department  and  agency  for  fiscal 
years  1981  through  1984  for  those  programs  which  are  either  wholly 
or  partially  within  the  jurisdiction  of  the  Committee. 

The  Committee  adopted  the  following  three  step  procedure  for  es- 
tablishment of  the  recommended  appropriations  limitations:  First, 
the  Committee  began  with  the  fiscal  year  1981  and  1982  budgets  pro- 
posed by  President  Reagan.  Second,  these  budgets  were  then  adjusted 
to  correspond  to  the  assumptions  made  by  the  Senate  Budget  Com- 
mittee in  Senate  Congressional  Resolution  9,  the  Revised  Second  Con- 
current Resolution  on  the  Budget  FY  1981,  where  their  assumptions 
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were  different  than  those  set  forth  in  the  President's  proposed  budgets, 
such  as  the  assumption  that  certain  Strategic  Petroleum  Reserve  activ- 
ities would  be  financed  off -budget.  And  third,  as  discussed  subse- 
quently, twTo  other  Committee  amendments  were  adopted ;  one  regard- 
ing reallocation  of  funds  for  environment  and  natural  resources  pro- 
grams and  the  other  regarding  reallocation  of  funds  for  Department  of 
Energy  programs.  In  order  to  calculate  the  savings  resulting  from  the 
recommendations  of  the  Committee  on  Energy  and  Natural  Resources, 
the  recommended  limitations  on  appropriations  were  then  compared 
with  the  "current  policy"  base  provided  by  the  Senate  Budget  Com- 
mittee in  their  letter  dated  April  30, 1981. 

Because  this  approach  was  taken  by  the  Committee  on  Energy 
and  Natural  Resources,  its  recommendations  not  only  encompass  the 
specific  amendments  discussed  herein,  but  the  recommendations  also 
incorporate  certain  features  of  President  Reagan's  proposed  budget 
(and  their  associated  savings  compared  to  "current  policy")  that 
were  not  assumed  in  the  formulation  of  its  instruction.  However, 
these  other  proposals  often  were  assumed  in  the  reconciliation  in- 
structions to  the  Appropriations  Committee  or  another  authorizing 
committee,  or  both,  in  particular  where  jurisdiction  over  a  program 
is  shared  by  the  Committee  on  Energy  and  Natural  Resources  with 
another  committee.  The  savings  reported  by  the  Committee  thus  may 
duplicate  savings  recommended  by  other  Committees. 

In  the  preparation  of  its  recommendations  to  satisfy  reconciliation, 
the  Committee  on  Energy  and  Natural  Resources  held  four  days  of 
hearings  on  President  Reagan's  proposed  budgets  for  fiscal  years  1981 
and  1982  with  testimony  from  Administration  witnesses.  Following 
Senate  passage  of  Senate  Concurrent  Resolution  9,  the  Revised  Sec- 
ond Concurrent  Resolution  of  the  Budget  Fiscal  Year  1981,  S.  998, 
the  Strategic  Petroleum  Reserve  Amendments  Act  of  1981,  was  intro- 
duced on  April  10,  1981,  by  Senators  McClure  and  Warner.  At  the 
time  that  the  Committee  reported  an  amendment  in  the  nature  of  a 
substitute  to  S.  998,  Senators  Johnston,  Bradley,  Ford,  Murkowski, 
and  Nickles  joined  Senators  McClure  and  Warner  in  cosponsoring  the 
amendment.  The  Subcommittee  on  Energy  and  Mineral  Resources  held 
hearings  on  April  21,  22,  and  30,  and  May  8,  1981,  to  take  testimony 
on  S.  998.  The  Committee  on  Energy  and  Natural  Resources  met  on 
May  11  and  12,  1981,  in  an  open  business  session  at  which  time  S.  998 
was  considered. 

In  addition,  S.  1021,  the  Department  of  Energy  Authorization  Act 
for  Fiscal  Year  1982 — Civilian  Applications,  was  introduced  by  re- 
quest, by  Chairman  McClure  of  April  28, 1981.  Following  receipt  of  the 
revised  budget  the  full  Committee  and  four  subcommittees  held  9  days 
of  hearings:  Full  Committee,  1  day,  Subcommittee  on  Energy  Con- 
servation, 1  day ;  Subcommittee  on  Energy  Regulation,  1  day ;  Subcom- 
mittee on  Energy  Research  and  Development,  5  days;  Subcommittee 
on  Water  and  Power,  1  day.  In  addition,  the  Subcommittee  on  Energy 
and  Mineral  Resources  held  4  days  of  hearings,  on  the  Strategic  Petro- 
leum Reserve  which  are  discussed  in  the  Committee  report  on  S.  998, 
the  Strategic  Petroleum  Reserve  Amendments  Act  of  1981. 

Subsequently,  in  open  business  meetings  on  Ma3^  13,  the  Committee 
on  Energy  and  Natural  Resources  by  a  vote  of  11  yeas  to  4  nays  of  a 
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quorum  present  approved  the  reconciliation  instructions  described 
herein.  The  rollcall  vote  was  as  follows : 


YEAS 

Mr.  McClure 
Mr.  Hatfield 
Mr.  Weicker 
Mr.  Warner 
Mr.  Murkowski 
Mr.  Heinz 
Mr.  Jackson* 
Mr.  Ford 
Mr.  Matsunaga 
Mr.  Melcher 
Mr.  Tsongas 

♦Indicates  voted  by  proxy. 


NAYS 

Mr.  Domenici 
Mr.  Wallop 
Mr.  Humphrey 
Mr.  Nickles 


V.  Section -by- Section  Analysis 


TITLE  V 


SUBTITLE  A— ADVISORY  COUNCIL  ON  HISTORIC 
PRESERVATION 

Section  501.  Fiscal  year  1981 

Section  501  would  establish  a  limitation  on  the  aggregate  appropria- 
tions and  obligational  authority  of  the  Advisory  Council  on  Historic 
Preservation  for  fiscal  year  1981  at  the  amount  of  $1,590,000  as  pro- 
posed by  President  Reagan.  Similarly,  a  limitation  would  be  estab- 
lished on  outlays  at  $1,598,000,  the  amount  proposed  by  President 
Reagan. 

Section  502.  Fiscal  years  1982, 1983  and  1981,, 

Section  502  would  establish  limitations  on  the  aggregate  appropria- 
tions for  the  Advisory  Council  on  Historic  Preservation  for  fiscal 
years  1982,  1983,  and  1984  at  amounts  less  than  those  proposed  by 
President  Reagan.  The  recommendations  of  the  Committee  reflect 
the  reallocation  of  funds  within  the  Environment  and  Natural  Re- 
sources function  among  programs  in  the  jurisdiction  of  the  Com- 
mittee (See  aforementioned  discussion).  The  recommended  limitations 
are  for  fiscal  year  1982,  $1,865,000  (or  a  reduction  of  $97,000  from 
"current  policy")  ;  for  fiscal  year  1983,  $1,920,000  (or  a  reduction  of 
$100,000) ;  and  for  fiscal  year  1984,  $2,000,000  (or  a  reduction  of 
$104,000). 

SUBTITLE  B— DEPARTMENT  OF  AGRICULTURE 


Part  1 — Forest  Service 

Section  511.  Fiscal  year  1981 

Section  511  would  establish  a  limitation  on  the  aggregate  appropria- 
tions and  obligational  authority  of  the  Forest  Service  for  fiscal  year 
1981  for  programs  wholly  or  partially  within  the  jurisdiction  of  the 
Committee  on  Energy  and  Natural  Resources  in  the  amount  of  $1,381,- 
564,000,  as  proposed  by  President  Reagan.  Similarly,  a  limitation 
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would  be  established  on  outlays  at  $1,298,813,000,  the  amount  proposed 
by  President  Reagan. 

Section  512.  Fiscal  years  1982, 1983,  and  198i 

Section  512  would  establish  limitations  on  the  aggregate  appropria- 
tions for  the  Forest  Service  for  fiscal  years  1982,  1983,  and  1984  for 
programs  wholly  or  partially  within  the  jurisdiction  of  the  Committee 
on  Energy  and  Natural  Resources.  The  recommended  limitations  are 
less  than  those  proposed  by  President  Reagan  due  to  the  reallocation 
of  funds  within  the  Environment  and  Natural  Resources  function 
among  programs  in  the  jurisdiction  of  the  Committee  on  Energy  and 
Natural  Resources.  The  recommended  maximum  authorizations  are 
for  fiscal  year  1982,  $1,320,878,000  (or  a  reduction  of  $61,128,000  from 
"current  policy"),  for  fiscal  year  1983;  $1,324,202,000  (or  a  reduction 
of  $61,282,000) ;  and  for  fiscal  year  1984,  $1,324,717,000  (or  a  reduction 
of  $61,306,000). 

Section  513.  Definition. 

Section  513  defines  those  programs  of  the  Forest  Service  that  are 
wholly  or  partially  within  the  jurisdiction  of  the  Committee  on 
Energy  and  Natural  Resources  according  to  the  relevent  appropria- 
tions account.  The  accounts  are  (a)  Forest  Management,  Protection, 
and  Utilization.  Programs  Pursuant  to :  Public  Law  95-313,  7  U.S.C. 
1010-12,  7  U.S.C.  2201,  7  U.S.C.  2250,  16  U.S.C.  1601-14,  16  U.S.C. 
1641-47,  16  U.S.C.  2101-09,  30  U.S.C.  601-604,  30  U.S.C.  611-614,  31 
U.S.C.  534,  31  U.S.C.  665, 41  U.S.C.  506,  43  U.S.C.  1181  h-j,  43  U.S.C. 
1241-43,  43  U.S.C.  1901-1908,  67  Stat.  633,  Public  Law  95-495,  Public 
Law  96^87,  Public  Law  96-514,  and  74  Stat.  215,  (b)  Youth  Conser- 
vation Corp  (which  is  now  funded  through  the  Office  of  the  Secretary, 
Department  of  the  Interior),  (c)  Timber  Salvage  Sales,  (d)  rangeland 
improvements,  (e)  Other  General  Appropriations,  (f )  Forest  Service 
Permanent  Appropriations,  and  (g)  Construction. 

Part  2 — Biomass  Energy  and  Alcohol  Fuels 

Section  516.  Fiscal  year  1981 

Section  516  would  establish  a  limitation  on  the  aggregate  appro- 
priations and  obligational  authority  of  the  Farmers  Home  Adminis- 
tration's biomass  energy  and  alcohol  fuels  program  for  fiscal  year 
1981  in  the  amount  of  $10,000,000,  as  proposed  by  President  Reagan. 
This  amount  would  cover  outstanding  obligations  for  this  program 
under  title  II  of  the  Energy  Security  Act  (Public  Law  96-294).  Sim- 
ilarly, a  limitation  would  be  established  on  outlays  at  $23,000,000. 

Section  517 

Section  517  would  prohibit  the  Secretary  of  Agriculture  from 
obligating  any  funds  for  this  program  during  fiscal  years  1982,  1983, 
and  1984,  as  proposed  by  President  Reagan. 

Section  518 

Section  518  defines  the  biomass  energy  and  alcohol  fuels  programs  of 
the  Department  of  Agriculture  to  mean  those  programs  of  the  Farmers 
Home  Administration  pursuant  to  Title  II  of  the  Energy  Security 
Act,  which  involve  a  shared  jurisdiction. 

Section  519.  Conforming  amendment 

Section  519  amends  section  204(a)  (1)  of  the  Energy  Security  Act 
to  conform  the  authorization  contained  therein  to  that  in  section  516 
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of  this  action.  This  conforming  amendment  is  anticipated  by  the 
assumptions  made  by  the  Senate  Budget  Committee  in  deriving  the 
instructions  in  Senate  Concurrent  Resolution  9  to  the  Appropriations 
Committee.  In  conjunction  with  the  conforming  amendments  in  section 
533  effecting  the  biomass  energy  and  alcohol  fuels  programs  of  the 
Department  of  Energy,  the  aggregate  instructions  in  H.  Con.  Res.  115 
regarding  these  programs  would  be  satisfied. 

SUBTITLE  C— DEPARTMENT  OF  DEFENSE 

Section  521.  Fiscal  year  1981 

Section  521  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  that  the  Department  of  Defense  can 
obligate  during  fiscal  year  1981  from  the  Special  Recreational  User 
Fee  account  at  the  amount  of  $5,000,000.  Similarly,  a  limitation  would 
be  established  on  outlays  at  $5,000,000. 

Section  522.  Fiscal  years  1982, 1983,  and  1984 

Section  522  would  establish  limitations  on  the  aggregate  appropria- 
tion for  the  Special  Recreational  User  Fee  programs  of  the  Corps  of 
Engineers  at  the  maximum  amounts  proposed  by  President  Reagan. 
The  recommended  limitations  are  for  fiscal  year  1982,  $5,200,000 ;  for 
fiscal  year  1983,  $6,000,000;  and  for  fiscal  year  1984,  $6,000,000. 

SUBTITLE  D— DEPARTMENT  OF  ENERGY 

This  subtitle  is  divided  into  three  parts:  Part  I,  Reconciliation; 
Part  2,  Authorizations  for  Fiscal  Year  1982,  1983,  and  1984,  which  is 
identical  to  S.  1021  as  reported  separately  on  May  15,  1981;  and 
Part  3,  Strategic  Petroleum  Reserve,  which  provides  an  off -budget 
funding  mechanism  for  certain  activities  of  the  Strategic  Petroleum 
Reserve,  which  is  identical  to  S.  998  as  reported  separately  on  May  15, 

Part  1 — Reconciliation 

Section  531.  Fiscal  year  1981 

Section  531  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  that  the  Department  of  Energy  can 
obligate  during  Fiscal  Year  1981  for  programs  of  the  Department  of 
Energy  other  than  atomic  energy  defense  activities.  The  recommended 
maximum  obligational  authority  for  fiscal  year  1981  is  $8,762,069,000 ; 
this  recommendation  assumes  adoption  of  the  proposals  of  President 
Reagan  for  (a)  recession  of  the  $300  million  in  existing  appropriations 
for  the  Alternative  Fuels  Production  program  ($300  million)  and  (b) 
termination  of  the  Biomass  Energy  and  Alcohol  Fuels  program  pur- 
suant to  Title  II  of  the  Energy  Security  Act  ($740.5  million).  There- 
fore the  net  budgetary  effect  of  the  recommendation  of  the  Com- 
mittee for  fiscal  year  1981  must  be  reduced  to  reflect  these  proposed 
recessions  when  compared  to  the  reconciliation  instruction.  A  corre- 
sponding limitation  would  be  established  on  outlays  at  $8,523,293,000. 

Section  532.  Fiscal  years  1982, 1983,  and  1984 

Section  532  would  establish  limitations  on  the  aggregate  appropria- 
tions for  the  programs  of  the  Department  of  Energy  other  than  atomic 
energy  defense  activities.  The  limitations  encompass  not  only  the 
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authorizations  contained  in  Part  2  but  certain  other  permanent  in- 
definite appropriations  and  funds,  namely,  Advances  for  Cooperative 
Work,  Bonneville  Power  Administration  contract  authority  in  the 
amount  of  $136,180,000  for  fiscal  year  1982  as  proposed  by  President 
Reagan,  Southeastern  Power  Administration  Continuing  Fund, 
Southwestern  Power  Administration  Continuing  Fund,  Payments  to 
the  States  under  the  Federal  Power  Act,  and  the  Spent  Fuel  Storage 
Fund. 

The  recommended  limitations,  which  reflect  the  recommendation  of 
the  Committee  in  Part  3  regarding  off-budget  financing  of  certain 
Strategic  Petroleum  Reserve  activities  (See  table  5G),  are  as  follows: 
For  Fiscal  Year  1982,  $5,880,615,000;  for  Fiscal  Year  1983,  $5,684,- 
111,000  and ;  for  Fiscal  Year  1984,  $5,767,767,000. 

When  the  aggregate  authorizations  for  programs  of  the  Depart- 
ment of  Energy  are  considered,  the  recommended  limitations  of  the 
Committee  on  Energy  and  Natural  Resources  compared  to  "current 
Policy" :  for  fiscal  year  1982  is  a  reduction  of  $5,885,226,000 ;  for  fiscal 
year  1983,  a  reduction  of  $3,187,723,000 ;  and  for  fiscal  year  1984,  a 
reduction  of  $2,046,405,000. 

Section  533.  Conforming  Amendments 

Section  533  amends  section  204  of  the  Energy  Security  Act  to  con- 
form the  authorizations  contained  therein  to  the  recommendations  of 
the  Committee  on  Energy  and  Natural  Resources.  This  conforming 
amendment  is  anticipated  by  the  assumptions  made  by  the  Senate 
Budget  Committee  in  deriving  the  instructions  in  Senate  Concurrent 
Resolution  9  to  the  Committee  on  Energy  and  Natural  Resources  and 
the  Appropriations  Committee,  which  assume  recession  of  the  existing 
appropriation  of  $740,500,000  for  this  program.  With  the  conforming 
amendment  in  section  519  effecting  the  biomass  energy  and  alcohol 
fuels  program  of  the  Department  of  Agriculture,  the  aggregate  in- 
structions in  House  Concurrent  Resolution  115  regarding  these  pro- 
grams would  be  satisfied. 

Part  2 — Authorizations  for  Fiscal  Years  1982,  1983,  and  1984 

Section  534.  Short  Title 

Section  534  provides  that  part  2  may  be  cited  as  the  "Department  of 
Energy  Authorization  Act  for  Fiscal  Year  1982— Civilian 
Applications". 
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BUDGET-STRATEGIC  PETROLEUM  RESERVE  (SOURCE:  DOE) 


Program  activity  FY  1981  FY  1982  FY  1983  FY  1984 


In  S.  998,  Strategic  Petroleum 
Reserve  Amendment  Act 
of  1981: 
Program  Direction: 

BA   $10,884,000  $11,912,000     $12,269,000  $12,637,000 

BO   10,884,000  11,912,000       14,213,000  13,637,000 

Planning: 

BA   8,000,000  9,000,000       10,000,000  8,000,000 

BO   12,392,000  11,000,000       14,177,000  8,000,000 

Oil  acquisition: 

Regular  appropriations: 

BA   1,383,282,000  3,684,000,000  3,165,454,000  2,025,768.000 

BO   2, 1 63, 1 30, 000  2, 236, 695, 000  3, 61 6, 606, 000    2, 242, 843, 000 

Supplemental  (FY  1981): 

BA   1,305,000,000  0                  0  0 

BO   90,988,000  1,214,012,000                 0  0 

Entitlements: 

BA   540,168,000  0                  0  0 

BO   540,168,000  0                 0  0 

Subtotal:  Oil  acquisition: 

BA   3, 228, 450, 000  3, 684, 000, 000  3, 1 65, 454, 000    2, 025, 768, 000 

BO   2,794,286,000  3,450,707,000  3,616,606,000  2,242,843,000 


Total:  S.  998: 

BA   3,247,334,000  3,704,912,000  3,187,723,000  2,046,405,000 

BO..__   2,817,562,000  3,473,619,000  3,644,996,000  2,264,480,000 


In  S.  1 021 ,  DOE  Authorization 
Bill: 
Facilities: 

BA   82,834,000      178,496,000      344,050,000  343,792,000 

BO   230, 701, 000      197, 131, 000     414, 004, 000       396, 760, 000 


Total,  S.  1021: 

BA   82,834,000      178,496,000     344,050,000  343,792,000 

BO   230,701,000      197,131,000     414,004,000  396,760,000 


Grand  total: 

BA   3, 330, 1 68, 000  3, 883, 408, 000  3, 531 , 773, 000    2, 390, 1 97, 000 

BO   3, 048, 263, 000  3, 670,  750, 000  4, 059, 000, 000    2, 661 , 240, 000 


Source:  Department  of  Energy. 
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Subpart  A — Fiscal  Year  1982  Authorizations 

Section  534A — Operating  Expenses 

Section  534A  authorizes  operating  expenses  for  the  Department  of 
Energy  civilian  programs  for  Fiscal  Year  1982,  in  accordance  with 
the  requirements  of  Section  660  of  the  Department  of  Energy  Orga- 
nization Act. 

Section  534 A  (a) 

Subsection  534A(a)  provides  an  authorization  ceiling  for  each  ap- 
propriation account  for  DOE  as  delineated  in  the  Energy  and  Water 
Development  and  the  Department  of  the  Interior  and  Related 
Agencies  Appropriations  Acts.  Authorizations  for  atomic  energy 
defense  activities  are  explicitly  excluded  because  they  are  provided 
for  in  separate  legislation.  The  Committee  recommendation  would 
authorize  an  aggregate  appropriation  for  all  the  programs  in  each 
individual  appropriations  account  specified  in  appropriations  acts. 
Appropriations  for  individual  programs  and  subprograms  would  not 
be  specifically  authorized  by  the  approach  set  forth  in  subpart  A. 

Energy  Supply  Research  and  Development  (Sec.  534A  (a)  (1)  (B) ) : 
The  High  Temperature  Gas  Reactor  (HTGR) -Steam  Cycle/Cogen- 
eration  system  offers  the  potential  to  provide  very  high  temperature 
process  heat  for  synfuel  production,  direct  coal  gasification,  and 
chemical  industries,  using  nuclear  fission.  The  HTGR  is  capable  of 
generating  electricity  economically  in  arrid  regions  with  dry  cooling 
and  the  minimal  use  of  scarce  water.  The  Secretary  should  pursue 
the  HTGR  program  with  the  objective  of :  (1)  assuring  that  the  Basic 
R.  &  D.  activities  that  would  be  a  barrier  to  commercialization  of 
this  technology  are  overcome  and  (2)  working  with  industry  to 
identify  the  institutional  barriers  to  commercialization  of  the  HTGR 
and  (3)  identifying  and  pursuing  commercialization  pathways. 

Every  spacecraft  or  satellite  must  have  a  source  of  electric  power. 
The  United  States  is  developing  new  military  satellites  and  space- 
based  weapons  systems  that  could  require  100  kilowatts  or  more  of 
power.  They  include:  directed  energy  weapons,  ocean  surveillance, 
communications,  satellite  power.  The  Secretary  should  fund  this  pro- 
gram at  a  level  consistent  with  DOD  and  NASA's  need  for  this  sys- 
tem. The  Secretary  is  encouraged  to  develop  R.  &  D.  cost  sharing  agree- 
ments with  DOD  or  NASA. 

In  1977,  when  President  Carter  announced  that  the  reprocessing 
of  spent  fuel  elements  from  civilian  nuclear  plants  would  be  "inde- 
finitely deferred,"  those  companies  engaged  in  the  construction  and 
planning  of  nuclear  fuel  reprocessing  plants  were  without  recourse. 
Those  utilities  engaged  in  the  operation  and  construction  of  nuclear 
power  reactors  had  done  so  with  the  expectation  that  the  spent  fuel 
elements  from  these  reactors  would  ultimately  be  reprocessed.  Presi- 
dent Carter  recognized  the  problem  his  new  policy  would  cause  to 
these  utilities  and  thus  he  proposed  that  a  federal  away-from-reactor 
(AFR)  spent  fuel  storage  facility  would  be  established,  the  full  cost 
to  be  borne  by  the  utilities  using  the  facility. 

The  Secretary  should  make  those  provisions  necessary  such  that 
DOE  can  provide  sufficient  AFR  capacity.  The  DOE  AFR  capacity 
should  be  timely  and  of  sufficient  capacity  so  that  no  domestic  nuclear 
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plant  will  loose  its  full  core  reserve  capability.  Users  of  DOE  AFR 
capacity  should  be  charged  a  fee  that  will  permit  the  Government  to 
recover  all  reasonable  costs. 

The  Barnwell  Nuclear  Fuel  Plant  (BNFP)  was  directly  affected  by 
President  Carter's  1977  decision  not  to  reprocess  spent  nuclear  fuel. 
Congress  has  appropriated  funds  for  research  and  development  pro- 
grams at  BNFP  for  the  fiscal  years  1978  through  1981.  The  R&D  funds 
voted  by  Congress  have:  (1)  produced  valuable  research  results,  (2) 
preserved  the  nucleus  of  a  unique  technical  staff  at  BNFP  and  (3) 
maintained  the  option  of  using  the  BNFP  for  the  future. 

The  Secretary  should  continue  R&D  activities  at  BNFP  at  such  a 
level  so  as  to  assure  that  BNFP  is  not  lost  as  a  national  resource.  The 
Secretary  should  develop  a  plan  to  acquire  and  operate  nuclear  fuel 
reprocessing  plants  in  a  manner  similar  to  the  arrangements  that  exist 
for  the  Government's  uranium  enrichment  program.  The  plan  should 
be  submitted  within  six  months  of  enactment  of  this  legislation. 

The  Committee  directs  that  funds  be  made  available  from  the  oper- 
ating expense  account  for  the  fusion  energy  program  to  maintain  the 
FMTT  project.  The  Committee  understands  that  $12.7  million  in  oper- 
ating expenses  is  required  to  meet  the  project  needs.  Additionally,  the 
Committee  directs  that  $2  million  in  funds  from  the  account  for  capital 
equipment  not-related-to-construction  be  made  available  to  the  FMIT 
project. 

The  Secretary  should  investigate  further  the  potential  value  of 
heavy  ion  beams  as  high  energy  drivers  for  energy  applications  in  the 
inertial  confinement  fusion  program.  The  results  of  this  investigation 
should  be  reported  to  the  appropriate  committees  of  jurisdiction  in  the 
Congress  within  six  months  of  enactment  of  this  legislation. 

The  Committee  believes  that  the  overall  integration  of  technical 
Oversight,  information  dissemination,  outreach  and  related  research 
capacity  of  the  Appropriate  Technology  Small  Grants  and  Inventors 
Program  are  inadequate.  The  programs  have  no  guidance  as  to  the 
state  of  research  nor  adequate  outreach,  training,  information  or  local- 
ized/individualized technical  assistance.  Since  Federal  money  is  lim- 
ited, the  Committee  believes  that  these  services  should  help  prevent  the 
duplication  of  efforts  of  other  Federally-supported  programs  and 
assist  individuals  and  localities  seeking  technical  advice  on  developing 
their  own  energy  production,  conservation  and  invention  ideas.  The 
Committee  expects  the  Office  of  Small  Scale  Technology  and  Inven- 
tions to  coordinate  its  efforts  with  other  Federal  agencies  and  to  coop- 
erate with  and  support  existing  Federally-supported  national 
non-profit  appropriate  technology  organizations  in  research,  develop- 
ment, training,  information  and  technical  assistance.  The  Committee 
also  expects  that  the  Office  of  Small  Scale  Technology  and  Inventions 
incorporate  existing  national  appropriate  technology  organizations 
which  may  be  transferred  or  phased-out  of  the  Community  Services 
Administration  (CSA)  or  National  Science  Foundation  (NSF) 
programs. 

The  Committee  believes  the  University  Research  Support  Program 
is  valuable  and  in  particular  the  Energv  Graduate  Traineeship  Pro- 
gram is  a  timely  effort  to  bolster  this  nation's  supply  of  competent 
engineers  and  scientists  in  the  energy-related  disciplines.  The  DOE 
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should  explore  other  innovative  ways  of  utilizing  its  resources  in  this 
area. 

Departmental  Administration  (sec.  53 %  A  (a)  (1)  (D)) :  The  Depart- 
ment's policies  on  energy  use  within  its  own  facilities  is  not  clear  to  the 
Committee.  The  fuel  use  priorities  may  need  reevaluation  in  light  of 
recent  supply  estimates  and  Administration  policy.  The  DOE  should 
make  every  effort  to  provide  a  clear  policy  and  plan  for  Departmental 
fuel  and  energy  use.  Certain  facilities  are  being  limited  in  their  oper- 
ating time  by  the  high  cost  of  energy.  The  DOE  needs  to  apply  clear 
criteria  to  the  balance  between  savings  in  operating  costs  and  lost  time 
for  productive  research. 

Section  91  of  the  Atomic  Energy  Community  Act  of  1955  authorizes 
the  Secretary  of  Energy  to  make  annual  assistance  payments  to  the 
various  local  government  entities  which  are  principally  affected  to 
DOE  nuclear  programs.  The  Committee  notes  that  the  Los  Alamos 
Schools  recently  entered  into  a  contract  with  DOE  which  assumed  a 
fiscal  year  1982  base  request  for  assistance  of  $4.32  million  and  believes 
funding  should  be  at  this  level  in  fiscal  year  1982. 

The  Committee  believes  that  the  international  energy  programs  of 
the  DOE  are  poorly  organized  and  coordinated.  Similarly,  there  is  a 
lack  of  coordination  between  the  DOE  and  other  agencies  of  the  Fed- 
eral government.  The  efforts  recently  made  by  DOE  to  develop  a 
plan  for  coordinated  international  energy  activities  among  the  various 
government  agencies  is  laudable.  The  need  exists  for  such  programs  as 
the  Country  Energy  Assessments  Program  and  efforts  aimed  at  inter- 
national energy  technology  R&D  exchanges.  The  Department  should 
not  abandon  its  efforts  in  this  area,  but,  should  focus  its  efforts  more  on 
key  countries  and  technologies.  For  example,  the  Committee  believes 
ending  participation  in  the  International  Energy  Agency's  fluidized 
bed  combustion  project  at  Grimethorpe  is  premature  and  will  result  in 
the  loss  of  data  which  are  of  interest  to  this  country. 

Geothermal  Resources  Development  Fund  (sec.  534 A  (a)  (1)  (G))  : 
The  Committee  wishes  to  make  clear  that  the  Geothermal  Loan  Guar- 
antee program,  which  was  authorized  by  P.L.  93-410  as  amended  by 
P.L.  95-238,  remains  in  effect  regardless  of  the  availability  of  funds  for 
a  reserve  account  in  anticipation  of  default.  Any  actions  reducing  the 
availability  of  default  funds  will  not  revoke  the  Secretary's  basic 
authority  to  commit  to  guarantees. 

Fossil  Energy  Research  and  Development  (sec.  534A(a)  (2)  (A))  : 
The  Committee  directs  the  Department  of  Energy  to  re-order  its  prior- 
ities within  the  fuel  cell  programs  to  enhance  the  electric  utility  appli- 
cation of  phosphoric  acid  fuel  cell  technology  by  reducing  the  pace  of 
the  Molten  Carbonate  Fuel  Cell  and  Advanced  Technology  R&D  pro- 
grams- Specifically,  $4.1  million  in  the  Molten  Carbonate  programs 
and  $2.4  million  in  the  Advanced  Technology  program  should  be  util- 
ized to  complete  the  4.8  MW  power  plant  experiment  at  the  Consoli- 
dated Edison  site  in  New  York  City  and  to  expedite  the  design  and 
component  testing  efforts  in  the  phosphoric  acid  fuel  cell  electric  utility 
program. 

Economic  Regulatory  Administration  (sec.  53JfA(a)  (2)  (D))  :  The 
President's  budget  request  for  the  Economic  Regulatory  Administra- 
tion did  not  include  any  funds  for  the  Fuels  Conversion  program.  This 
budget  request  was  predicated  on  the  assumption  that  changes  would 
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be  made  to  the  program,  either  through  legislation  or  through  changes 
in  regulation,  which  would  obviate  the  need  for  such  funds.  Under  the 
provisions  of  the  Powerplant  and  Industrial  Fuel  Use  Act  (PIFUA) 
electric  powerplants  and  major  fuel  burning  installations  are  subject  to 
the  Act's  fuel  use  restrictions  unless  granted  an  exemption  by  the 
Department  of  Energy.  Under  the  provisions  of  the  Clean  Air  Act 
facilities  under  Federal  conversion  orders  are  not  subject  to  the  Act's 
new  source  performance  standards.  Thus  under  existing  law,  unless 
funding  is  provided  for  the  PIFUA  conversion  program  and  the  ex- 
emption process,  those  facilities  wishing  to  convert  to  coal  may  not  be 
able  to  do  so  without  significant  additional  expenditures,  and  those 
seeking  exemptions  from  the  Act's  prohibitions  would  be  unable  to  have 
their  exemption  petition  processed. 

Until  new  legislation  is  enacted,  the  Committee  expects  the  Secre- 
tary of  Energy  to  allocate  such  funds  as  may  be  necessary  to  the 
Office  of  Fuels  Conversion  to  operate  the  conversion  program  and 
the  exemption  process.  The  Committee  expects  sufficient  funding  to 
continue  until  such  time  as  Congress  amends  the  law,  or  other  changes 
occur  which  obviate  the  need  for  part  or  all  of  such  expenditures.  The 
Committee  has  received  informal  assurances  from  the  Office  of  Man- 
agement and  Budget  that  they  will  make  people  and  funds  available 
as  necessary  to  continue  the  necessary  functions  in  the  event  that  new 
legislation  is  not  enacted  or  other  changes  do  not  occur. 

In  the  absence  of  new  legislation,  the  Administration  estimates  that 
$450,000  will  be  necessary  in  fiscal  year  1982  for  the  processing  of 
petitions  for  exemptions.  The  Committee  estimates  that  $2.5  million 
would  be  sufficient  in  fiscal  year  1982  for  the  coal  conversion  program. 
The  latter  funds  would  be  used  to  facilitate  conversions  by  cooperative 
utilities  requiring  conversion  orders  in  order  to  gain  access  to  preferen- 
tial Clean  Air  Act  treatment  and  for  those  conversions  which  have 
state  permitting  actions  contingent  upon  Department  of  Energy  en- 
vironmental analysis.  Varying  degrees  of  delay  would  otherwise  occur 
in  the  conversion  of  these  facilities  as  a  consequence  of  the  termination 
of  the  environmental  work. 

Strategic  Petroleum  Reserve  (sec.  534(a)(2)(E):  In  accordance 
with  the  reconciliation  instruction  is  S.  Con.  Res.  9,  the  Committee 
reported  separate  legislation  (S.  998)  which  would  place  certain  ac- 
tivities associated  with  the  Strategic  Petroleum  Reserve  off-budget, 
which  is  also  incorporated  herein  as  Part  3.  S.  998,  the  Strategic 
Petroleum  Reserve  Amendments  Act  of  1981,  authorize  off-budget 
funding  of  Strategic  Petroleum  Reserve  activities  including  program 
direction,  planning,  and  oil  acquisition  activities.  This  measure  (Part 
2)  authorizes  on-bud^et  funds  for  facilities  acquisition  and  construc- 
tion in  the  amount  of  $314,908,000. 

In  subsection  534A(b)  the  bill  provides  that  revenues  from  urani- 
um enrichment  activities  are  authorized  to  be  retained  by  the  Depart- 
ment of  offset  expenditures  if  appropriated  for  this  purpose.  This 
authority  is  consistent  with  the  practice  in  prior  years  and  with  provi- 
sions of  existing  law  (Public  Law  95-238) . 

Section  531±B— Plant  and  Capital  Equipment 

Section  534B  provides  authorization  for  plant  and  capital  equip- 
ment activities  for  civilian  programs  within  the  Department,  includ- 
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ing  construction  projects  and  acquisition  of  capital  equipment  not 
related  to  construction.  Subsection  (a)  provides  an  authorization  ceil- 
ing for  these  DOE  civilian  programs  based  on  the  plant  and  capital 
equipment  accounts  delineated  in  Energy  and  Water  Development  Ap- 
propriations Acts  and  Department  of  interior  and  Related  Agencies 
Appropriations  Acts.  As  explained  previously,  funding  for  atomic 
energy  defense  activities,  contained  in  these  appropriation  acts  was  ex- 
plicitly excluded  from  this  fiscal  year  1982  authorization  bill.  Funding 
for  individual  projects  was  not  specified  in  the  Committee's  action  but 
rather  budget  authority  for  projects  was  authorized  only  in  the  ag- 
gregate for  each  of  the  individual  accounts  set  forth  in  the  appropria- 
tions acts. 

Fossil  Energy  Construction  {Sec.  534B  {a)  (2))  :  The  Committee 
notes  that  the  Appropriations  Committees  have  acted  to  date  in  their 
consideration  of  H.R.  3400,  the  Supplemental  Appropriations  Act,  to 
defer  money  for  the  SRC  I  project  into  fiscal  year  1982.  Since  the 
deferral  of  this  $135  million  results  in  these  funds  being  counted  under 
the  fiscal  year  1981  budget  total,  the  Committee  believes  that  it  is  un- 
necessary to  authorize  funds  in  the  fiscal  year  1982  Department  of  En- 
ergy Authorization  Bill  or  Reconciliation  Bill  to  allow  for  the  ex- 
penditure of  $135  million.  Obviously,  any  attempt  to  appropriate  funds 
in  fiscal  year  1982  would  be  subject  to  the  limitations  imposed  by  the 
Authorization  Bill,  part  2,  and  the  Reconciliation  totals  (part  1). 

The  Committee  believes  that  the  SRC  I  project  should  be  continued 
in  fiscal  year  1982  and  the  $135  million  made  available  by  the  Supple- 
mental Appropriations  Act  should  be  used  toward  completion  of  the 
detailed  engineering  design  of  the  project.  The  Committee's  decision 
not  to  authorize  specifically  additional  funds  for  use  in  fiscal  year  1982 
beyond  the  $135  million  is  not  to  be  construed  as  a  diminished  interest 
in  the  project,  but  rather  a  realization  of  the  budgetary  constraints  for 
that  fiscal  year.  The  Committee  also  expects  that  the  project  will  be 
contained  in  the  Administration's  proposed  budget  for  future  fiscal 
years  as  part  of  the  total  for  the  Department  of  Energy  under  the 
Budget  Resolution. 

Subsection  534B(b)  provides  for  the  retention  of  revenues  from 
uranium  enrichment  activities  to  offset  expenditures  if  provided  for 
in  appropriations  acts. 

Subsection  534B(c)  establishes  limits  upon  the  total  Federal  share 
of  the  cost  of  plant  and  capital  equipment  projects  as  set  forth  in 
Schedule  44  budget  documents  submitted  to  the  Congress  in  the 
fiscal  year  1981  budget  request  for  January  1980  as  amended  in 
March  of  1980  for  plant  and  capital  equipment  projects  established 
prior  to  Energy. 

Subsection  534B(d)  is  self-explanatory. 

Section  53^0 — New  Construction 

Section  534C  authorizes  funds  to  be  expended  in  fiscal  year  1982 
and  subsequent  fiscal  years  for  new  plant  and  capital  equipment 
items  which  were  submitted  to  the  Congress  by  the  Administration 
in  support  of  the  fiscal  year  1982  budget  request  and  for  continu- 
ation of  certain  additional  program  activities.  This  section  also  es- 
tablishes a  ceiling  upon  the  total  appropriations  which  may  be  made 
for  the  Federal  share  of  the  cost  of  each  project. 
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No  additional  appropriation  amounts  are  authorized  by  this  sec- 
tion. These  projects  would  be  funded  in  fiscal  year  1982  within  the 
amounts  authorized  for  the  relevant  appropriations  accounts  in  Sec- 
tions 534B  and  534C  of  this  title. 

Subpart  B — Out-Year  Authorization 

Section  535 A 

This  section  provides  a  continuing  authorization  of  appropriations 
for  fiscal  year  1982  and  subsequent  fiscal  years  for  each  of  the  appro- 
priation accounts  for  civilian  programs  of  the  Department  of  Energy. 
The  amount  of  appropriations  which  would  be  authorized  for  each 
account  in  any  fiscal  year  would  be  the  amount  which  was  actually 
appropriated  for  that  account  in  the  fiscal  year  immediately  prior 
plus  ten  percent. 

Section  535B 

This  section  provides  that  if  the  Appropriations  Committee  were 
to  appropriate  amounts  in  future  years  which  were  within  the  limits 
established  by  this  section,  no  further  authorization  would  be  required. 
Annual  authorization  measures  would  be  required  to  provide  for  any 
increase  in  an  appropriation  account  in  excess  of  the  ten  percent  lati- 
tude. Such  annual  authorizations  might  take  the  form  of  a  general 
change  in  the  baseline  for  the  total  authorization  for  the  account  (as  are 
provided  in  this  measure  for  the  operation  expenses  of  the  Federal 
Energy  Regulatory  Commission)  or  may  take  the  form  of  specific  addi- 
tional authorizations  for  new  initiatives  in  the  particular  fiscal  year  (as 
are  provided  in  Sec.  103  of  this  measure  for  several  initiatives). 

Section  5350 

This  section  provides  that  no  new  plant  and  capital  equipment  proj- 
ects may  be  initiated  in  fiscal  years  beyond  1981  with  funds  appro- 
priated pursuant  to  the  authorities  of  sections  535A  and  535B  until 
such  projects  have  been  explicitly  authorized  to  be  initiated  by  Act 
of  Congress. 

Subpart  C — General  Provisions 

Section  536 — Authorized  Adjustments 

Section  536  deals  with  adjustments  in  authorized  appropriations  for 
each  appropriations  account.  These  subsections  are  self-explanatory. 

Subpart  D — Energy  Targets 

Title  III  of  the  Energy  Security  Act  requires  the  President  to  trans- 
mit to  the  Congress  during  the  first  calendar  week  beginning  in  Febru- 
ary 1981,  and  every  second  year  thereafter,  energy  targets  for  net 
imports,  domestic  production,  and  end-use  consumption  of  energy  for 
the  calendar  years  1985, 1990, 1995  and  2000.  The  Act  also  requires  the 
Department  of  Energy  authorization  bill  for  fiscal  year  1982  to  include 
these  targets  as  a  separate  title  at  the  end  of  the  bill.  These  targets  are 
included  as  Title  IV  of  S.  1021. 

The  energy  projections  submitted  by  the  Administration,  and  orig- 
inally contained  in  S.  1021  as  Title  X,  were  a  "high/low"  range  of 
numbers.  In  their  transmittal,  the  Administration  stated  that  "the 
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Department's  energy  projections  are  not  "targets"  except  insofar  as 
they  reflect  possible  outcomes  resulting  from  incentives  in  the  market- 
place." The  Administration  further  stated  that  "The  projections  .  .  . 
should  not  be  seen  as  a  description  of  what  the  Federal  Government  be- 
lieves energy  markets  should  do.  Government  energy  forecasts  cannot 
reflect  all  the  information  that  private  consumers,  workers,  managers, 
inventors,  and  investors  will  have  and  use  in  shaping  our  energy 
future.  The  Federal  Government  has  an  important  goal  to  fulfill  in 
assuring  that  the  market  signals  facing  these  groups  are  clear,  con- 
sistent, and  realistic.  We  frankly  have  no  adequate  ability  to  anticipate 
unexpected  technological  change,  for  example,  which  has  made  past 
Government  energy  projections  obsolete.  The  most  that  the  projections 
can  do  is  show  a  range  of  possible  values  for  energy  supply  and  de- 
mand, given  a  set  of  assumptions  about  the  energy  market.*' 

The  Committee  amendment  establishes  a  single,  internally  consist- 
ent set  of  energy  targets  based  on  projections  developed  by  the  De- 
partment of  Energy.  These  projections  are  contained  in  a  March  11, 
1981,  letter  from  Secretary  of  Energy  Edwards  to  Senator  Johnston 
which  is  reproduced  elsewhere  in  this  report. 

This  amendment  replaces  the  "high/low"  projection  numbers  sub- 
mitted by  the  Administration  with  a  single  set  of  numbers  which 
represented  the  Administration's  "base  case"  or  "best  estimate"  of 
future  energy  supply  and  demand.  These  targets  fall  between  the 
"high/low"  projections  originally  submitted  by  the  Administration, 
and  were  derived  from  the  same  model  but  were  based  on  different 
assumptions. 

Part  3 — Strategic  Petroleum  Reserve 

Section  538A.  Title 

Section  538A  states  that  the  title  as  the  "Strategic  Petroleum  Reserve 
Amendments  Act  of  1981.". 

Section  538B.  Findings 

Section  538B  sets  forth  the  findings. 
Section  538C.  Rate  of  Filling  the  Strategic  Petroleum  Reserve 

Section  538C  amends  the  Energy  Policy  and  Conservation  Act  to  es- 
tablish goals  for  the  rate  of  fill  for  the  Strategic  Petroleum  Reserve. 

Subsection  538C(a)  sets  the  fill  rate  for  the  Strategic  Petroleum 
Reserve  for  fiscal  year  1981  to  be  an  average  rate  of  at  least  100,000 
barrels  per  day. 

Subsection  538C(b)  directs  the  President  to  immediately  seek  to 
undertake  activities  which  will  assure  that  the  Strategic  Petroleum 
Reserve  fill  rate  will  average  annually  300,000  barrels  per  day  for  fiscal 
year  1982  and  subsequent  fiscal  years. 

Subsection  538C  (c)  is  self-explanatory.  It  should  be  noted  that  the 
term  "petroleum  products"  used  in  this  section  and  in  later  sections 
is  a  defined  term  under  the  Energy  Policy  and  Conservation  Act  (sec- 
tion 538C  (3) )  and  includes  crude  oil  in  the  definition. 

Section  538D.  Financing  of  the  Strategic  Petroleum  Reserve 

Section  538D  amends  the  Energy  Policy  and  Conservation  Act  in- 
serting new  sections  167  and  168.  The  new  sections  establish  authorities 
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for  the  financing  of  the  Strategic  Petroleum  Reserve  in  an  off -budget 
manner. 

STRATEGIC  PETROLEUM  RESERVE  ACCOUNT 

Subsection  167(a)  directs  the  Secretary  of  the  Treasury  to  establish 
a  special  account  known  as  the  "Strategic  Petroleum  Reserve  Account" 
which  will  contain  funds  which  are  provided  under  subsection  168(a) 
or  receipts  from  the  sale  of  petroleum  during  any  drawdown  and  dis- 
tribution of  the  Strategic  Petroleum  Reserve. 

Subsection  167(b)  establishes  a  special  account  in  the  Treasury.  This 
section  gives  the  Secretary  of  Energy  the  authority  to  obligate  funds 
not  to  exceed  $21,932,000,000  from  the  Strategic  Petroleum  Reserve 
Account.  These  funds  would  be  used  to  implement  the  authorities  (in- 
cluding the  operation  and  maintenance  of  Reserve  facilities  and  the 
acquisition  and  transportation  of  petroleum)  of  the  Secretary  of  En- 
ergy under  provisions  of  this  part  or  of  title  VIII  of  the  Energy 
Security  Act.  The  subsection  specifically  prohibits  the  Secretary  of 
Energy  from  obligating  funds  from  the  Strategic  Petroleum  Reserve 
Account  for  the  acquisition  or  construction  of  facilities  for  the  Re- 
serve. Therefore,  the  acquisition  or  construction  of  facilities  for  the 
Reserve  would  remain  on  budget  and  subject  to  annual  authorization 
and  appropriations  under  existing  law. 

PROVISION  OF  FUNDS 

Subsection  168(a)  directs  that  the  Secretary  shall  use  his  authorities 
under  existing  law  to  meet  his  obligation  to  fund  the  account.  This 
provision  provides  the  broadest  latitude  for  the  Secretary  to  acquire 
adequate  funds  in  the  most  efficient  and  least  costly  way. 

Subsection  168(b)  directs  that  receipts,  obligations,  and  outlays 
created  by  Strategic  Petroleum  Reserve  Account  transactions  imple- 
mented by  the  authorities  of  the  Secretary  of  Energy  under  the  provi- 
sions of  this  part  or  title  VIII  of  the  Energy  Security  Act  shall  not 
be  included  in  the  totals  of  the  budget. 

Subsection  168(c)  establishes  a  procedure  for  providing  that  the 
unexpended  balances  of  appropriations  made  and  obligated  for  the 
Strategic  Petroleum  Reserve  (other  than  for  the  acquisition  or  con- 
struction of  facilities)  at  the  end  of  fiscal  year  1981  will  be  off-budget. 

Section  538 E.  Effect  on  Other  Law 

Section  538E  is  a  savings  clause  to  clarify  that  existing  law  applica- 
ble to  the  Strategic  Petroleum  Reserve  program,  including  title  VIII  of 
the  Energy  Security  Act  and  part  B  of  title  I  of  the  Energy  Policy 
and  Conservation  Act,  remain  in  force  unless  expressly  amended  by 
this  Act. 

Section  538F.  Storage  of  State  Royalty  Oil 

Section  538F  amends  section  160  of  the  Energy  Policy  and  Con- 
servation Act  by  adding  a  new  subsection  which  provides  additional 
authority  to  the  President  to  contract  without  regard  to  any  procure- 
ment law  or  regulation  with  any  State  to  store  petroleum  products. 

Section  538G.  Quarterly  Reporting  Requirements 

Subsection  538G(a)  establishes  a  new  reporting  requirement  where- 
by the  Secretary  of  the  Energy  is  required  to  file  quarterly  reports 
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which  will  describe  activities  undertaken  with  respect  to  the  Strategic 
Petroleum  Reserve  under  this  Act  and  which  will  be  the  basis  for  the 
exercise  of  close  congressional  oversight  of  the  Strategic  Petroleum 
Reserve  since  under  this  Act  there  will  no  longer  be  any  congressional 
oversight  from  the  normal  annual  authorization  and  appropriation 
process. 

Subsection  538G(b)  is  intended  to  encourage  the  Secretary  of 
Energy  to  update  the  Strategic  Petroleum  Reserve  Plan,  and  inform 
Congress  of  any  significant  changes  in  the  plan.  The  Committee  fully 
intends  that  any  substantial  changes  of  the  Strategic  Petroleum 
Reserve  Plan  in  the  future  will  be  implemented  by  informing  and 
seeking  congressional  approval  through  amendments  to  the  Plan  as 
called  for  by  the  law. 

SUBTITLE  E— DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Section  54,1.  Fiscal  year  1981 

Section  541  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  that  the  Department  of  Housing  and 
Urban  Development  may  obligate  during  fiscal  year  1981  for  programs 
of  the  Solar  Energy  and  Energy  Conservation  Bank  pursuant  to  Title 
V  of  the  Energy  Security  Act  (Public  Law  96-294) .  The  recommended 
limitation  on  obligational  authority  for  Fiscal  Year  1981  is  $250,000, 
as  proposed  by  President  Reagan.  The  corresponding  limitation  on 
outlays  is  the  same. 

The  recommendation  of  the  Committee  on  Energy  and  Natural 
Resources  for  fiscal  year  1981  thus  is  consistent  with  the  assumptions 
made  by  the  Senate  Budget  Committee  in  deriving  the  instruction 
in  Senate  Concurrent  Resolution  9  to  the  Committee  and  the  Appro- 
priations Committee,  which  assumes  rescission  of  $1.0  billion  in  exist- 
ing appropriations;  however,  the  recommendation  of  the  Committee 
on  Energy  and  Natural  Resources  for  fiscal  year  1982  (section  542) 
would  authorize  the  obligation  of  up  to  $50.0  million  for  programs 
of  the  Solar  Energy  and  Energy  Conservation  Bank  from  savings 
due  to  other  Committee  recommendations. 

Section  51$.  Fiscal  year  1982 

Section  542  would  establish  a  limitation  of  $50.0  million  of  the 
Fiscal  Year  1982  obligational  authority  for  programs  of  the  Solar 
Energy  and  Energy  Conservation  Bank.  This  recommendation  of 
the  Committee  on  Energy  and  Natural  Resources  is  made  possible 
by  the  reallocation  of  savings  from  the  Committee  action  on  the  Strat- 
egic Petroleum  Reserve  that  were  in  excess  of  the  savings  assumed 
in  the  fiscal  year  1982  reconciliation  instruction  to  the  Committee 
(See  earlier  discussion). 

Section  51$.  Fiscal  year  1983  and  1984- 

Section  543  would  prohibit  the  Secretary  of  Housing  and  Develop- 
ment from  obligating  funds  during  fiscal  year  1983  and  1984  for 
programs  of  the  Solar  Energy  and  Energy  Conservation  Bank,  as 
proposed  by  President  Reagan.  This  recommendation  was  anticipated 
by  the  Senate  Budget  Committee  in  its  formulation  of  the  instruc- 
tions in  Senate  Concurrent  Resolution  9  and  Senate  Concurrent  Reso- 
lution 19. 
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Section  545.  Conforming  amendments 

Section  545  amends  section  522  of  Title  V  of  the  Energy  Security 
Act  to  conform  the  authorizations  contained  therein  for  the  Solar 
Energy  and  Energy  Conservation  Bank  to  the  recommendations  of 
the  Committee  on  Energy  and  Natural  Resources  discussed  herein. 

SUBTITLE  F— DEPARTMENT  OF  THE  INTERIOR 

Section  551.  Fiscal  year  1981 

Section  551  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  that  the  Department  of  the  Interior 
may  obligate  during  fiscal  year  1981  for  programs  wholly  or  partially 
within  the  jurisdiction  of  the  Committee  on  Energy  and  Natural  Re- 
sources. The  recommended  limitation  on  obligational  authority  for 
fiscal  year  1981  is  $4,127,604,000,  as  proposed  by  President  Reagan. 
This  limitation  does  not  include  obligational  authority  that  is  avail- 
able to  the  Secretary  of  the  Interior  from  prio  ryears  that  was  as- 
sumed to  be  available  in  President  Reagairs  budget  proposals  and  is 
therefore  reflected  in  the  limitation  of  $4,756,525,000  on  outlays  dur- 
ing fiscal  year  1981. 

Section  152.  Fiscal  years  1982, 1983,  and  1984 

Section  152  would  establish  limitations  on  the  aggregate  appropria- 
tions for  fiscal  years  1982, 1983,  and  1984  for  programs  of  the  Depart- 
ment of  the  Interior  wholly  or  partially  within  the  jurisdiction  of  the 
Committee  on  Energy  and  Natural  Resources.  The  recommended 
aggregate  amount  for  the  Department  of  the  Interior  is  greater  than 
that  proposed  by  President  Reagan  and  assumed  by  the  Budget  Com- 
mittee in  the  formulation  of  its  reconciliation  instruction  because  of 
recommended  reallocation  of  funds  within  the  Environmental  and 
Natural  Resources  function  between  agencies  whose  programs  are 
within  the  jurisdiction  of  the  Committee  on  Energy  and  Natural  Re- 
sources (See  following  discussion).  The  recommended  limitations  for 
the  Department  of  the  Interior  are  for  fiscal  year  1982,  $4,195,789,000 
(or  an  increase  of  $97,224,000  above  the  level  proposed  by  President 
Reagan  but  a  reduction  of  $634,553,000  below  "current  policy")  ;  for 
fiscal  year  1983,  $4,901,692,000  (or  a  reduction  of  $119,921,000  below 
"current  policy")  ;  and  for  fiscal  vear  1984,  $5,018,750,000  (or  a  reduc- 
tion of  $268,852,000  below  "current  policy"). 

Environment  and  Natural  Resources  {Function  300) 

The  recommendations  of  the  Committee  include  a  reallocation  of 
funds  within  the  aggregate  Environment  and  Natural  Resources  func- 
tional total  proposed  by  President  Reagan  for  program  wholly  or 
partially  within  the  jurisdiction  of  the  Committee  in  the  amount  of 
$210  million  in  budget  authority  and  outlays  during  fiscal  year  1982. 

The  resultant  total  fiscal  year  1982  authorizations  for  the  affected 
Department  and  agency  programs  were  then  projected  on  the  basis  of 
the  same  assumptions  in  arriving  at  the  recommendations  of  the  Com- 
mittee for  fiscal  years  1983  and  1984. 

The  recommendation  of  the  Committee  supports  additional  funding 
for  (a)  the  Land  and  Water  Conservation  fund  for  Federal  programs 
and  assistance  to  States;  (b)  the  Historic  Preservation  Fund  and  (c) 
the  Youth  Conservation  Corps,  as  set  forth  in  Table  5  A. 
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The  corresponding  offsetting  reductions  ($210  million)  within  the 
jurisdiction  of  the  Committee  would  affect  programs  of  the  Advisory 
Council  on  Historic  Preservation,  the  U.S.  Forest  Service,  and  certain 
activities  of  the  Department  of  the  Interior  which  fall  within  the 
budgetary  function.  The  final  judgment  on  sucli  offsetting  reductions 
will  be  made  by  the  Appropriations  Committee;  however,  the  Commit- 
tee on  Energy  and  Natural  Resources  recommends  that  such  reductions 
not  occur  in  the  following  appropriations  accounts:  the  Water  and 
Power  Resources  Services  Water  Reclamation  Trust  Fund,  the  Bureau 
of  Land  Management's  Oregon  and  California  Grant  Lands  and  Range 
Improvement  Funds.  The  Office  of  Surface  Mining  Reclamation  and 
Enforcement's  Abandoned  Mine  Reclamation  Fund,  the  National 
Parks  Service's  Permanent  Appropriations,  the  Bureau  of  Mines'  Con- 
tributed Funds,  the  U.S.  Forest  Service's  Permanent  Appropriations 
and  trust  funds  and  Recreation  User  Fee  Program  of  the  Department 
of  Defense.  Moreover,  in  arriving  at  its  recommendation,  the  Commit- 
tee on  Energy  and  Natural  Resources  assumed  that  such  appropria- 
tions accounts  would  not  be  affected  when  calculating  the  offsetting 
reductions. 

The  Committee  agreed  to  make  these  reallocations  in  an  effort  to 
insure  that  additional  funds  would  be  made  available  for  certain  pro- 
grams not  recommended  for  funding  (or  recommended  for  limited 
funding)  in  President  Reagan's  proposed  budget. 

The  Committee  notes  that  President  Reagan's  fiscal  year  1982 
budget  request  includes  a  $105  million  for  badly  needed  rehabilitation 
and  restoration  projects  within  units  of  the  National  Park  System. 
Under  the  budget  request,  this  money  is  to  come  from  the  Land  and 
Water  Conservation  Fund.  To  use  LWCF  funds  for  this  purpose  will 
require  that  the  LWCF  Act  be  amended.  This  amendatory  legislation 
(S.  910)  has  been  transmitted  to  the  Committee  and  a  hearing  has  been 
held.  A  final  decision  on  this  amendment  may  not  be  made  by  the 
Committee  or  the  Congress  prior  to  the  action  of  the  Appropriations 
Committees. 

Although  no  final  action  has  been  taken  on  the  Administration's 
proposal  to  amend  the  LWCF,  the  Committee  expects  this  $105  mil- 
lion to  be  retained  in  the  functional  total  and  assumes  that  it  will  be 
made  available  for  traditional  LWCF  projects  or,  alternatively,  made 
available  through  the  appropriations  process  to  the  appropriate  Park 
Service  budget  accounts  specifically  to  carry  out  rehabilitation,  reno- 
vation, and  maintenance  projects.  Neither  of  these  actions  requires  an 
amendment  to  existing  law. 

TABLE  5A 


1982  admin- 
istration 
budget 
request  as 
amended 


Aggregate 
Increased         amount  rec- 
as  proposed     ommended  by 
by  Senator  the  Senate 

Heinz  and  E.  &  N.R. 

adopted  Committee 


Land  and  Water  Conservation  Fund: 

Federal  programs   $150,000,000  $55,000,000 

Assistance  to  States                                                     0  100,000,000 

Historic  Preservation  Fund                                     4,  700, 000  25, 000, 000 

Youth  Conservation  Corps                                                   0  30, 000, 000 

Total  .                                            $154,700,000  210,000,000 


$205,000,000 
100.000,000 
29.700,000 
30.000.000 


,364.700,000 
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Section  553.  Definition 

Section  553  defines  those  programs  of  the  Department  of  the  Inte- 
rior that  are  wholly  or  partially  within  the  jurisdiction  of  the  Com- 
mittee on  Energy  and  Natural  Eesources  according  to  the  relevant 
appropriations  accounts.  The  accounts  affected  by  the  recommenda- 
tions of  the  Committee  on  Energy  and  Natural  Eesources  are  as  fol- 
lows: (a)  certain  programs  of  the  Bureau  of  Indian  Affairs  funded 
from  Miscellaneous  Trust  Funds  and  Miscellaneous  Permanent  Appro- 
priations accounts ; 

(b)  the  Bureau  of  Land  Management's  programs;  (c)  the  Bureau 
of  Mines'  programs;  (d)  the  Heritage  Conservation  and  Recreation 
Service  programs  transferred  to  other  Department  of  the  Interior 
subunits  (e)  the  National  Park  Service  programs,  other  than  the 
John  F.  Kennedy  Center  for  the  Performing  Arts;  (f)  the  Offices  of 
the  Solicitor  and  the  Secretary;  (g)  the  Office  of  Surface  Mining  Rec- 
lamation and  Enforcement  programs;  (h)  the  Office  of  Territorial 
Affairs  programs ;  (i)  the  United  States  Geological  Survey  programs; 
and  (j)  the  Water  and  Power  Resources  Services  programs. 

SUBTITLE  G— DEPARTMENT  OF  THE  TREASURY 

Section  561.  Fiscal  year  1981 

Section  561  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  the  Secretary  of  the  Treasury  may 
obligate  during  fiscal  year  1981  for  programs  within  the  jurisdiction 
of  the  Committee  on  Energy  and  Natural  Resources.  The  recommenda- 
tion for  fiscal  year  1981  is  $86,000,000  as  proposed  by  President  Reagan. 
The  same  limitation  would  be  established  on  outlays  for  fiscal  year 
1981. 

Section  562.  Fiscal  years  1982, 1983,  and  1984 

Section  562  would  establish  limitations  on  the  aggregate  appropria- 
tions for  fiscal  years  1982,  1983,  and  1984  for  programs  of  the  Depart- 
ment of  the  Treasury  within  the  jurisdiction  of  the  Committee  on  En- 
ergy and  Natural  Resources.  The  recommended  limitations  are  those 
proposed  by  President  Reagan,  which  are  for  fiscal  year  1982,  $92,- 
000,000;  for  fiscal  year  1983,  $99,300,000;  and  for  fiscal  year  1984 
$106,400,000. 

Section  563.  Definition 

Section  563  defines  those  programs  of  the  Department  of  the 
Treasury  wholly  within  the  jurisdiction  of  the  Committee  on  Energy 
and  Natural  Resources  according  to  the  relevant  appropriations  ac- 
counts. The  accounts  effected  by  the  recommendations  of  the  Commit- 
tee are  U.S.  Custom  Service  Fiscal  Assistance  and  Office  of  Revenue 
Sharing  Fiscal  Assistance. 

SUBTITLE  H— OFFICE  OF  THE  FEDERAL  INSPECTOR 
FOR  THE  ALASKA  NATURAL  GAS  TRANSPORTATION 
SYSTEM 

Section  571.  Fiscal  year  1981 

Section  571  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  that  may  be  obligated  during  fiscal  year 
1981  for  programs  of  the  Office  of  the  Federal  Inspector  for  the  Alaska 
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Natural  Gas  Transportation  System.  The  recommendation  for  fiscal 
year  1981  is  $21,038,000,  as  proposed  by  President  Reagan.  Similarly, 
a  limitation  would  be  established  on  outlays  at  $19,960,000,  as  proposed 
by  President  Reagan. 

Section  572.  Fiscal  years  1982, 1983,  and  1984 

Section  572  would  establish  limitations  on  the  aggregate  appropria- 
tions for  fiscal  years  1982, 1983,  and  1984  for  programs  of  the  Office  of 
the  Federal  Inspector  for  Alaska  Natural  Gas  Transportation  System. 
The  recommended  limitations  are  those  proposed  by  President,  which 
are  for  fiscal  year  1982,  $36,568,000;  for  fiscal  year  1983,  $45,532,000; 
and  for  fiscal  year  1984,  $46,908,000. 

SUBTITLE  I— PENNSYLVANIA  AVENUE  DEVELOPMENT 

CORPORATION 

Section  581.  Fiscal  year  1981 

Section  581  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  that  may  be  obligated  during  fiscal  year 
1981  for  programs  of  the  Pennsylvania  Avenue  Development  Corpora- 
tion. The  recommendation  for  fiscal  year  1981  is  $31,552,000,  as  pro- 
posed by  President  Reagan.  Similarly  a  limitation  would  be  estab- 
lished on  outlays  at  $36,387,000,  as  proposed  by  President  Reagan. 

Section  582.  Fiscal  years  1982, 1983,  and  1984 

Section  582  would  establish  limitations  on  the  aggregate  appropria- 
tions for  fiscal  years  1982,  1983,  and  1984  for  programs  of  the  Penn- 
sylvania Avenue  Development  Corporation.  The  recommended  limita- 
tions are  those  proposed  by  President  Reagan  which  are  for  fiscal  year 
1982,  $19,040,000;  for  fiscal  year  1983,  $19,541,000;  and  for  fiscal  year 
1984,  $19,304,000. 

SUBTITLE  J— UNITED  STATES  HOLOCAUST 
MEMORIAL  COUNCIL 

Section  591.  Fiscal  year  1981 

Section  591  would  establish  a  limitation  on  aggregate  appropria- 
tions and  the  amount  of  funds  that  may  be  obligated  during  fiscal  year 
1981  for  programs  of  the  United  States  Holocaust  Memorial  Council. 
The  recommendation  for  fiscal  year  1981  is  $822,000,  as  proposed  by 
President  Reagan.  Similarly  a  limitation  would  be  established  on  out- 
lays at  $822,000. 

Section  592.  Fiscal  years  1982, 1983,  and  1984 

Section  592  would  establish  limitations  on  the  aggregate  appropria- 
tions for  fiscal  years  1982,  1983,  and  1984  for  programs  of  the  United 
States  Holocaust  Council.  The  recommended  limitations  are  those  pro- 
posed by  President  Reagan  which  are  for  fiscal  year  1982,  $900,000; 
for  fiscal  year  1983,  $950,000;  and  for  fiscal  year  1984,  $1,000,000. 

VI.  Cost  and  Budgetary  Considerations 

The  following  estimate  of  costs  of  this  measure  has  been  provided 
by  the  Congressional  Budget  Office : 
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VI.    COST  AND  BUDGETARY  CONSIDERATIONS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rlvlin 
Director 

June  16,  1981 


Honorable  James  A.  McClure 
Chairman 

Committee  on  Energy  and  Natural  Resources 
United  States  Senate 
3104  Dirksen  Senate  Office  Building 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  revised  estimate  of 
savings  achieved  by  the  statutory  provisions  adopted  by  the  Senate 
Committee  on  Energy  and  Natural  Resources,  May  13,  1981.  The  estimates 
included  in  the  attached  report  represent  the  effects  on  the  federal  budget 
of  the  Committee's  legislative  proposals.  CBO  understands  that  the  staff  of 
the  Committee  on  the  Budget  will  be  responsible  for  interpreting  how  the 
savings  contained  in  the  legislative  proposals  measure  against  the  budget 
resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further 
details  on  this  estimate. 

Sincerely, 

Alice  M.  Rivlin 
Director 

cc:      Honorable  Henry  M.  Jackson 
Ranking  Minority  Member 
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SENATE  ENERGY  AND  NATURAL  RESOURCES  COMMITTEE  RECONCILIATION  ESTIMATES 
Congressional  Budget  Office 
Revised  June  16,  1981 


1981 


1982 


1983 


1984 


050         NATIONAL  DEFENSE 

Changes  to  Baseline 
Budget  Authority 
Outlays 


(by  fiscal  years,  in  millions  of  dollars) 


250         GENERAL  SCIENCE,  SPACE  AND  TECHNOLOGY 

Changes  to  Baseline 

Budget  Authority  —  +4 

Outlays  —  +4 


-11 


-23 
-20 


270 


ENERGY 

Changes  to  Baseline 
Budget  Authority 
Outlays 


-3,259 
-246 


-5,378 
-5,165 


■5,608 
-5,688 


-4,858 
-4,726 


300         NATURAL  RESOURCES  AND  ENVIRONMENT 

Changes  to  Baseline 

Budget  Authority  -87  -654 

Outlays  +153  -380 


■523 
■493 


-642 
-631 


400 


TRANSPORTATION 

Changes  to  Baseline 
Budget  Authority 
Outlays 


450         COMMUNITY  AND  REGIONAL  DEVELOPMENT 

Changes  to  Baseline 

Budget  Authority  -52  -83 

Outlays  -4  -50 


-92 
-64 


■100 
-83 


800         GENERAL  GOVERNMENT 

Changes  to  Baseline 
Budget  Authority 
Outlays 


850         GENERAL  PURPOSE  FISCAL  ASSISTANCE 

Changes  to  Baseline 

Budget  Authority  — 
Outlays  — 


+70 
+70 


+283 
+283 


+238 
+238 


TOTAL 

Changes  to  Baseline 
Budget  Authority 
Outlays 


•3,392 
-91 


-6,070 
-5,550 


-5,988 
-6,005 


-5,460 
-5,297 
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VII.  Changes  in  Existing  Law 

In  compliance  with  paragraph  12  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill  S.  998, 
as  ordered,  are  shown  as  follows  ( existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman)  : 

Energy  Policy  and  Conservation  Act,  Public  Law  94-163,  89  Stat. 
871  (1975)  as  Amended  by  the  Energy  Security,  Public  Law 
96-204,  94  Stat.  611  (1980) 

******* 

Sec.  160.  (a)  The  Secretary  is  authorized,  for  purposes  of  imple- 
menting the  Strategic  Petroleum  Eeserve  Plan  or  the  Early  Storage 
Reserve  Plan,  to  place  in  storage,  transport,  or  exchange — 

(1)  crude  oil  produced  from  Federal  lands,  including  crude  oil 
produced  from  the  Naval  Petroleum  Reserves  to  the  extent  that 
such  production  is  authorized  by  law ; 

(2)  crude  oil  which  the  United  States  is  entitled  to  receive  in 
kind  as  royalties  from  production  on  Federal  lands ;  and 

(3)  petroleum  products  acquired  by  purchase,  exchange,  or 
otherwise. 

(b)  The  Secretary  shall,  to  the  greatest  extent  practicable,  acquire 
petroleum  products  for  the  Reserve,  including  the  Early  Storage  Re- 
serve and  the  Regional  Petroleum  Reserve  in  a  manner  consonant  with 
the  following  objectives : 

(1)  minimization  of  the  cost  of  the  Reserve ; 

(2)  orderly  development  of  the  Naval  Petroleum  Reserves  to 
the  extent  authorized  by  law ; 

(3)  minimization  of  the  Nation's  vulnerability  to  a  severe  en- 
ergy supply  interruption; 

(4)  minimization  of  the  impact  of  such  acquisition  upon  supply 
levels  and  market  forces;  and 

(5)  encouragement  of  competition  in  the  petroleum  industry. 

(c)  (1)  Notwithstanding  subsection  (b)  and  the  requirements  of 
section  159,  the  President  shall  immediately  undertake,  and  there- 
after continue  (subject  to  paragraph  (2) ) ,  crude  oil  acquisition,  trans- 
portation, and  injection  activities  at  a  level  sufficient  to  assure  that 
crude  oil  in  storage  in  the  Strategic  Petroleum  Reserve  will  be  in- 
creased at  an  average  rate  of  at  least  100,000  barrels  per  day  for  fiscal 
year  1981  [and  for  each  fiscal  year  thereafter. J 

(2)  [The  requirement  in  paragraph  (1)  shall  cease  to  apply  when 
storage  in  the  Strategic  Petroleum  Reserve  equals  or  exceeds  the  final 
storage  level  set  forth  in  the  Strategic  Petroleum  Reserve  Plan.] 
The  President  shall  immediately  seek  to  undertake,  and  thereafter 
continue  (subject  to  paragraph  (3)),  crude  oil  acquisition,  transporta- 
tion, and  injection,  activities  at  a  level  sufficient  to  assure  that  crude  oil 
in  storage  in  the  Strategic  Petroleum  Reserve  will  be  increased  at  an 
average  annual  rate  of  at  least  300,000  barrels  per  day  for  fiscal  year 
1982  and  for  each  fiscal  year  thereafter. 

(3)  The  requirements  in  paragraphs  (1)  and  (2)  shall  cease  to 
apply  when  the  quantity  of  petroleum  products  stored  within  the 
Strategic  Petroleum  Reserve  is  at  least  $750,000,000  barrels. 
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(/)  In  addition  to  other  authority  made  available  by  law,  the  Presi- 
dent is  authorized  to  contract,  upon  such  terms  and  conditions  neces- 
sary to  protect  the  interests  of  the  United  States  and  without  regard' 
to  any  procurement  law  or  regulation,  with  any  State  of  the  United 
States  to  store  petroleum  products  in  the  Stratgic  Petroleum  Reserve. 

*  *  *  *  *  *  * 

Sec.  166.  There  are  authorized  to  be  appropirated — 

,(1)  such  funds  as  are  necessary  to  develop  and  implement  the 
Early  Storage  Reserve  Plan  (including  planning,  administration, 
acquisition,  and  construction  of  storage  and  related  facilities)  and 
as  are  necessary  to  permit  the  acquisition  of  petroleum  products 
for  storage  in  the  Early  Storage  Reserve  or,  if  the  Strategic 
Petroleum  Reserve  Plan  has  become  effective  under  section  159 
(a),  for  storage  in  the  Strategic  Petroleum  Reserve  in  the  mini- 
mum volume  specified  in  section  154(a)  or  155(a)  (2),  whichever 
is  applicable; 

(2)  $1,100,000,000  to  remain  available  until  expended  to  carry 
out  the  provisions  of  this  part  to  develop  the  Strategic  Petroleum 
Reserve  Plan  and  to  implement  such  plan  which  has  taken  effect 
pursuant  to  section  159(a),  including  planning,  administration, 
and  acquisition  and  construction  of  storage  and  related  facilities, 
but  no  funds  are  authorized  to  be  appropriated  under  this  para- 

fraph  for  the  purchase  of  petroleum  products  for  storage  in  the 
trategic  Petroleum  Reserve ;  and 

(3)  such  funds  for  the  fiscal  year  ending  September  30,  1978, 
not  to  exceed  $1,210,000,000,  as  are  necessary  to  permit  the  acqui- 
tion  and  storage  of  petroleum  products  in  the  Strategic  Petro- 
leum Reserve,  in  accordance  with  the  storage  schedule  set  forth  in 
the  Strategic  Petroleum  Reserve  Plan  then  in  effect  in  excess  of 
the  minimum  volume  specified  in  section  154(a) ,  but  not  in  excess 
of  500,000,000  barrels. 

STRATEGIC  PETROLEUM  RESERVE  ACCOUNT 

Sec.  167.  (a)  The  Secretary  of  the  Treasury  shall  establish  in  the 
Treasury  of  the  United  States  a  special  account  which  shall  be  known 
as  the  "Strategic  Petroleum  Reserve  Account"  and  into  such  accowit 
shall  be  deposited: 

(1 )  the  funds  provided  under  section  168,  and 

(2)  the  receipts  from  the  sale  of  petroleum  products  in  any 
drawdown  and  distribution  of  the  Strategic  Petroleum  Reserve 
under  section  161. 

(b)  The  Secretary  of  Energy  may  obligate  funds  from  such  account 
to  implement  (with  the  exception  of  the  acquisition  or  construction  of 
facilities)  his  authorities  under  the  provisions  of  this  part  or  of  title 
VIII  of  the  Energy  Security  Act,  but  in  no  event  may  the  aggregate 
amount  obligated  from  the  account  exceed  $21  $32 ,000, 000  plus  any 
proceeds  deposited  wider  paragraph  (a)  (2) . 

PROVISION  OF  FUNDS 

Sec.  168.  (a)  The  Secretary  o  fthe  Treasury  is  directed  to  provide 
funds  to  the  Strategic  Petroleum  Resewe  Account  as  are  necessary  to 
meet  the  obligations  created  under  subsection  167 (b). 
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(b)  Notwithstanding  any  other  provision  of  law,  the  transactions 
under  this  section  and  section  167  and  the  receipts,  obligations,  and 
outlays  created  by  such  transactions  shall  be  presented  annually  in 
the  Budget  of  the  United  States  Government,  but  shall  not  be  included 
in  the  totals  of  the  budget  and  shall  be  exempt  from  any  general  lim- 
itation imposed  by  statute  on  expenditures  {budget  outlays)  of  the 
United  States. 

(c)  Unexpended  balances  of  appropriations  made  available  and 
obligated  for  the  Strategic  Petroleum  Reserve  (other  than  for  the  ac- 
quisition or  construction  of  facilities)  at  the  end  of  fiscal  year  1981, 
shall  be  credited  to  the  Strategic  Petroleum  Reserve  Account  estab- 
lished by  section  167  and  orders  or  contracts  which  provide  documenta- 
tion for  the  obligation  of  those  appropriations  pursuant  to  68  Stat. 
830,  as  amended  (31  U.S.O. 200) ,  shall  be  liquidated  from  the  Strategic 
Petroleum  Reserve  Account.  This  transfer  shall  be  a  transaction  under 
section  167  for  the  purposes  of  subsection  168 (b). 

******* 

Energy  Security  Act,  Public  Law  96-294,  42  USC  8701  Note 

(1980) 

*  *  *  *  #  *  * 
TITLE  II— BIOMASS  ENERGY  AND  ALCOHOL  FUELS 

SHORT  TITLE 

Sec.  201.  This  title  may  be  cited  as  the  "Biomass  Energy  and  Alcohol 
Fuels  Act  of  1980." 

*  *  *  *  *  *  * 

FUNDING  FOR  SUBTITLES  A  AND  B 

Sec.  204.  (a)  To  the  extent  provided  in  advance  in  appropriation 
Acts,  for  the  two  year  period  beginning  October  1,  1980,  there  is 
authorized  to  be  appropriated  and  transferred  [$1,450,000,000 J 
$25,000,000  from  the  Energy  Security  Eeserve  established  in  the 
Treasury  of  the  United  States  under  title  II  of  the  Act  entitled  "An 
Act  making  appropriations  for  the  Department  of  the  Interior  and 
related  agencies  for  the  fiscal  year  ending  September  30, 1980,  and  for 
other  purposes"  (Public  Law  96-126 ;  93  Stat.  970)  and  made  available 
for  obligation  by  such  Act  only  to  the  extent  provided  in  advance  in 
appropriation  Acts,  as  follows : 

(1)  [$600,000,000]  $20,000,000  to  the  Secretary  of  Agriculture 
for  carrying  out  activities  under  subtitle  A,  except  of  the  amount 
of  the  financial  assistance  provided  by  the  Secretary  of  Agricul- 
ture under  subtitle  A,  up  to  one-third  shall  be  for  small-scale  bio- 
mass energy  projects ; 

[(2)  $600,000,000  to  the  Secretary  of  Energy  for  carrying  out 
biomass  energy  activities  under  subtitle  A,  of  which  at  least 
$500,000,000  shall  be  available  to  the  Office  of  Alcohol  Fuels  for 
carrying  out  its  activities,  and  any  amount  not  made  available  to 
the  Office  of  Alcohol  Fuels  shall  be  available  to  the  Secretary  to 
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carry  out  the  purposes  of  subtitle  A  under  available  authorities 
of  the  Secretary,  including  authorities  under  subtitle  A;  and 
[(3)  $250,000,000  shall  be  available  to  the  Secretary  of  Energy 
for  carrying  out  activities  under  subtitle  B.J  and 
(2)  $5,000,000  shall  be  available  to  the  Secretary  of  Energy  to  carry 
out  activities  under  subtitle  A. 

(b)  Funds  made  available  under  subsection  (a)  shall  remain  availa- 
ble until  expended. 

(c)  (1)  For  purposes  of  determining  the  amount  of  such  appropri- 
ations which  remain  available  for  purposes  of  this  title — 

(A)  loans  shall  be  counted  at  the  initial  face  value  of  the  loan; 

(B)  loan  guarantees  shall  be  counted  at  the  initial  face  value  of 
such  loan  guarantee ; 

(C)  price  guarantees  and  purchase  agreements  shall  be  counted 
at  the  value  determined  by  the  Secretary  concerned  as  of  the  date 
of  each  such  contract  based  upon  the  Secretary's  determination 
of  the  maximum  potential  liability  of  the  United  States  under  the 
contract ;  and 

(D)  any  increase  in  the  liability  of  the  United  States  pursuant 
to  any  amendment  or  other  modification  to  a  contract  for  a  loan, 
loan  guarantee,  price  guarantee,  or  purchase  agreement,  shall  be 
counted  to  the  extent  of  such  increase. 

(2)  Determinations  under  paragraph  (1)  shall  be  made  in  accord- 
ance with  generally  accepted  accounting  principles,  consistently 
applied. 

(3)  If  more  than  one  form  of  financial  assistance  is  to  be  provided  to 
any  one  project,  the  obligations  and  commitments  thereunder  shall 
be  counted  at  the  maximum  potential  exposure  of  the  United  States 
on  such  project  at  any  time  during  the  life  of  such  project. 

(4)  Any  commitment  to  provide  financial  assistance  shall  be  treated 
the  same  as  such  assistance  for  purposes  of  this  subsection ;  except  that 
that  any  such  comitment  which  is  nullified  or  voided  for  any  reason 
shall  not  be  considered  for  purposes  of  this  subsection. 

(d)  Financial  assistance  may  be  provided  under  this  title  only  to  the 
extent  provided  in  advance  in  appropriation  Acts. 

^  5f»  j£  s|»  sfi 

TITLE  V — SOLAK  ENERGY  AND  ENERGY  CONSERVATION 

SHORT  TITLE 

Sec.  501.  This  title  may  be  cited  as  the  "Solar  Energy  and  Energy 
Conservation  Act  of  1980". 

Subtitle  A — Solar  Energy  and  Energy  Conservation  Bank 

SHORT  TITLE 

Sec.  502.  This  subtitle  may  be  cited  as  the  "Solar  Energy  and 
Energy  Conservation  Bank  Act". 
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FUNDING 

[Sec.  522.  (a)  There  is  authorized  to  be  appropriated  to  provide 
financial  assistance  under  this  subtitle  for  the  purchase  and  installa- 
tion of  residential  and  commercial  energy  conserving  improvements — 
[(1)  the  sum  of  $200,000,000  for  the  fiscal  year  ending  on 
September  30,  1981,  of  which  not  more  than  $10,000,000  may  be 
used  to  carry  out  section  518 ; 

£(2)  the  sum  of  $625,000,000  for  the  fiscal  year  ending  on 
September  30,  1982,  of  which  not  more  than  $7,500,000  may  be 
used  to  carry  out  section  518; 

[(3)  the  sum  of  $800,000,000  for  the  fiscal  year  ending  on 
September  30,  1983,  of  which  not  more  than  $7,500,000  may  be 
used  to  carry  out  section  518 ;  and 

[(4)  the  sum  of  $875,000,000  for  the  fiscal  year  ending  on 
September  30,  1984,  of  which  not  more  than  $7,500,000  may  be 
used  to  carry  out  section  518. 
[(b)  There  is  authorized  to  be  appropriated  to  provide  financial 
assistance  under  this  subtitle  for  the  purchase  and  installation  of  solar 
energy  systems — 

[(1)  the  sum  of  $100,000,000  for  the  fiscal  year  ending  on 
September  30,  1981,  of  which  not  more  than  $10,000,000  may  be 
used  to  carry  out  section  518; 

[(2)  the  sum  of  $200,000,000  for  the  fiscal  year  ending  on 
September  30,  1982,  of  which  not  more  than  $7,500,000  may  be 
used  to  carry  out  section  518;  and 

[(3)  the  sum  of  $225,000,000  for  the  fiscal  year  ending  on 
September  30,  1983,  of  which  not  more  than  $7,500,000  may  be 
used  to  carry  out  section  518.] 
Sec.  522.  (a)  There  are  hereby  authorized  to  be  appropriated  to 
the  Secretary  of  Housing  and  Urban  Development  for  the  purposes 
of  this  subtitle — 

(1)  the  sum  of  $250,000  for  the  fiscal  year  ending  on  Septem- 
ber 30,  1981;  and 

(2)  the  sum  of  $50,000,000  for  the  fiscal  year  ending  on 
September  30,  1982. 

E(c)  J  (&)  Any  funds  appropriated  under  the  authorizations  con- 
tained in  this  section  shall  remain  available  until  expended. 
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APPENDIXES 

Appendix  A. — Appropriation  Account's  Either  Wholly  or  Partially  Within 
the  Jurisdiction  of  the  Committee  on  Energy  and  Natural  Resources 

Treasury 


Function,  Sub-Functions,  agency,  and  program-  account         account  No. 

National  Defense  (050)  : 

Atomic  Energy  Defense  Activities  (053)  : 
Department  of  Energy : 

Atomic  Energy  Defense  :  Operating  expenses  ( shared )   89-0220 

Atomic  Energy  Defense :  Plant  and  Capital  Equipment 

(shared)    89-0221 

General  Science,  Space  and  Technology  (250)  : 
Department  of  Energy : 

Operating  Expenses   89-0222 

Plant  and  Capital  Equipment   89-0223 

National  Science  Foundation  Research  and  Related  Activities 

(shared)    49-0100 

Energy  (270)  : 

Energy  Supply  (271)  : 

Funds  Appropriation  to  President :  Naval  Petroleum  Reserves 

(shared)    11-5001 

Department  of  Energy : 

Advances  for  Cooperative  Work   (SENR  Spending  Ac- 
count)   89-8575 

Alternative  Fuels  Production  89-5180 

Energy  Production,  Demonstration  and  Distribution   89-0219 

Energy  Supply  R.  &  D. : 

Operating  Expenses   89-0224 

Plant  and  Capital  Equipment   89-0225 

Fossil  Fuel  R.  &  D. : 

Operating  Expenses   89-0213 

Construction    89-0214 

Geothermal  Resources  Development  Fund   89-0200 

Payments  to  States  under  Federal  Power  Act  (shared)  89-5105 

Power  Marketing  Administrations : 

Alaska  Power  :  Operating  and  Maintenance   89-0304 

Bonneville  Power  Administration  Fund  89-4045 

Southeastern : 

Operating  and  Maintenance   89-0302 

Continuing  Fund  (SENR  Spending  Account)   89-5653 

Southwestern : 

Operating  and  Maintenance   89-0302 

Continuing  Fund  (SENR  Spending  Account)   89-5649 

Western  Area : 

Colorado  River  Basin   89-4452 

Construction-Operating  and  Maintenance   89-5068 

Emergency  Fund   89-5069 

*  *  #  *  *  * 

Special  Foreign  Currency  Program   89-0205 

Spent  Fuel  Storage  Fund   89-4011 

Uranium  Enrichment : 

Operating  Expenses  89-0226 

Plant  and  Capital  Equipment   89-0227 

Department  of  Interior  :  U.S.  Geological  Survey  : 

Exploration  of  NPRA  in  Alaska   14-0805 

Department  of  Treasury:  Bureau  of  Government  Financial 
Operations : 

Energy  Security  Reserve  20-0112 

Biomass  Energy  Development  (shared)  20-0114 

(397) 
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Energy  (270)— Continued 

Energy  Conservation  (272)  : 

Department   of    Energy :    Energy    Conservation :  Operating 


Expenses    89-0215 

Department  of  Housing  and  Urban  Development :  Solar  energy 

and  Energy  Conservation  Bank  86-0179 

Emergency  Energy  Preparedness  (274)  : 
Department  of  Energy : 

Strategic  Petroleum  Reserve  .   89-0218 

SPR  Entitlements  and  Royalties   (SENR  Spending  Ac- 
count   89-5182 

Funds  for  Purchase  of  SPR  Oil   89-8888 

Energy  Information  Policy  and  Regulation  (276)  : 
Department  of  Energy : 

Departmental  Operations   89-0228 

Economic  Regulatory  Administration   89-0217 

Energy  Information  Administration   89-0216 

Federal  Energy  Regulatory  Commission   89-0212 

Office  of  the  Federal  Inspector  for  the  Alaska  Natural  Gas  Trans- 
portation (shared)  53-0100 

Natural  Resources  and  Environment  (300)  : 
Water  Resources  (301)  : 

Department  of  the  Interior:  U.S.  Geological  Survey:  Payment 

Proceeds,  Sale  of  Water  (SENR  Spending  Account)   14-5662 

Water  Resources  (301)  : 

Loan  Program   14-0667 

Construction  Program   14-0684 

Consolidated  Working  Fund   14-3906 

Colorado  River  Basin  Development  Project  14^079 

Upper  Colorado  River  Storage  Project  14-^081 

Emergency  Fund   14-5043 

General  Investigations   14-5060 

Operation  and  Maintenance   14-5064 

General  Administration  Expenses   14-5065 

Reclamation  Trust  Funds  (SENR  Spending  Account)   14-8070 

Conservation  and  Land  Management  (302)  : 
Department  of  Agriculture : 
Forest  Service : 


Forest    Management,    Protection    and  Utilization 


(shared)   12-1100 

Youth  Conservation  Corp  12-1125 

Timber  Salvage  Sales   12-5204 

Rangeland  Improvements   12-5207 

Other  General  Appropriations  12-9911 

Forest   Service   Permanent   Appropriations  (SENR 

Spending  Account)   12-9922 

Department  of  the  Interior : 

Bureau  of  Land  Management : 

Management  of  Lands  and  Resources  (shared)  14-1109 

Acquisition,  Construction  and  Maintenance  (snared) 14-1110 

Working  Capital  Fund   14-4525 

Recreation  Development  and  Operation  of  Recreation 

Facilities  14-5011 

Service  Charges,  Deposits  and  Forfeitures  14-5017 

Range  improvements  14-5132 

Oregon  and  California  Grants  Lands  14-5136 

Miscellaneous  Permanent  Appropriations :  Conserva- 
tion   and   Land    Management    (SENR  Spending 

Account)    14-9921 

Miscellaneous     Trust     Funds     (SENR  Spending 

Account)     14-9971 

Office  of  the  Solicitor  and  Secretary :  Youth  Conserva- 
tion Corps  14-0109 

Office  of  Surface  Mining  Reclamation  and  Enforce- 
ment : 

Regulation  and  Technology  (shared)  14-1801 

Abandoned  Mine  Reclamation  Fund  14-5015 
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Natural  Resources  and  Environment  (300) — Continued 
Recreation  Resources  (303)  : 

Advisory   Council   on   Historic  Preservation :    Salaries  and 

Expenses    95-2300 

Department  of  Agriculture  :  Forest  Service :  Construction   11-5009 

Department  of  Defense  :  Corps  of  Engineers  ;  Special  Recreation 

User  Fees   96-5007 

Department  of  the  Interior : 
National  Park  Service : 

Operations   14-1036 

Road  Construction  (shared)  14-1037 

Construction   14-1039 

Consolidated  Working  Fund  14-3910 

Planning,  Development,  and  Operations  of  Recreational 

Facilities    14-5006 

Miscellaneous    Permanent    Appropriations  (SENR 

Spending  Accounts)   14—9924 

Miscellaneous     Trust     Funds      (SENR  Spending 

Account)    14-9972 

Heritage  Conservation  and  Recreation  Service : 

Salaries  and  Expenses   14-0700 

Urban  Park  and  Recreation  Grants   14-0720 

Land  and  Water  Conservation  Fund  (SENR  Spending 

Account)   14-5005 

Consolidated  Working  Fund   14-3907 

Historic  Preservation  Fund  14-5140 

Donations  (SENR  Spending  Account)   14-8058 

Other  Natural  Resources  (306)  :  Department  of  Commerce  :  National 
Oceanic  and  Atmospheric  Administration :  Operations,  Research, 

and  Facilities  13-1450 

Department  of  the  Interior : 
Bureau  of  Mines : 

Helium  Operations   14-0954 

Drainage  of  Anthracite  Mines  (shared)   14-0956 

Mines  and  Minerals   14-0959 

Helium  Fund  (SENR  Spending  Account)   14-4053 

Consolidated  Working  Fund   14-3909 

Contributed  Funds  (SENR  Spending  Account)   14-8287 

Geological  Survey : 

Fund  for  Surveys,  Investigations,  and  Research  (shared)-  14-0804 

Consolidated  Working  Fund   14-3908 

Digital  Cartography   14—4527 

Office  of  the  Secretary  and  Office  of  the  Solicitor  : 

Salaries  and  Expenses — Office  of  the  Secretary  (shared)  14-0102 

Salaries  and  Expenses — Office  of  Inspector  General  14-0104 

Special  Foreign  Currency  Program  14—0105 

Salaries  and  Expenses — Office  of  the  Solicitor  14-0107 

Consolidated  Working  Fund   14-3901 

Working  Capital  Fund  14-^523 

Transportation  (400)  : 

Department  of  Transportation :  U.S.  Coast  Guard :  State  Boating 

Safety  Assistance   69-0246 

Community  and  Regional  Development  (450)  : 

Department  of  Housing  and  Urban  Development:  Community  De- 
velopment (451)  :  Housing  Programs;  Community  Disposal  Op- 
erations Fund  (SENR  Spending  Account)   86-4040 

Pennsylvania  Avenue  Development  Corporation  : 

Salaries  and  Expenses  J  42-0100 

Public  Development  42-0102 

Land  Acquisition  and  Development  Fund  42^084 

Area  and  Regional  Development  (452)  : 

Alaska  Land  Use  Planning  Commission  : 

Salaries  and  Expenses   48-0058 

Cooperative  Funds  (SENR  Spending  Account)   48-8061 

Department  of  Energy  :  Energy  Conservation   80-0215 
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General  Government  (800)  : 
General  Activities  (804)  : 

General  Services  Administration : 

Virgin  Island  Corp.  Liquidation  Fund  ( SENR  Spending 

Account)    47-4480 

Disposal  of  Surplus  Property,  Operating  Expenses  _  47-5253 

Other  General  Government  (806)  : 
Department  of  the  Interior : 
Bureau  of  Indian  Affairs : 

Miscellaneous  Trust  Funds  (SENR  Spending  Account)  .14-9973 

Miscellaneous  Permanent  Appropriations  (shared)   14-9925 

Office  of  Territorial  Affairs : 

Administration  of  Territories  (shared)  14-0412 

Trust  Territory  of  Pacific  Islands  14-0414 

Micronesian  Claims  Fund  14-0416 

U.S.  Holocaust  Memorial  Council : 

Holocaust  Memorial  Council   95-3300 

Gifts  and  Donations  (SENR  Spending  Account)   95-8279 

General  Purpose  Fiscal  Assistance  (850)  : 
Fiscal  Assistance  (852)  : 

Department  of  Energy:  Payments  to  States  Under  Federal 

Power  Act  (shared)  .  89-5105 

Department  of  the  Interior : 

Bureau  of  Land  Management : 

Payment  in  Lieu  of  Taxes  (shared)  14-1114 

Mineral  Impact  Loan  Assistance  14-1140 

Miscellaneous    Permanent    Appropriations  (SENR 

Spending  Accounts)   14-9921 

Office  of  Territorial  Affairs : 

Payments    to    U.S.    Territories    (SENR  Spending 

Account)    14-0418 

Virgin  Islands  Internal  Revenue  Collection  (SENR 

Spending  Account)   14-5738 

Water  and  Power  Resources  Service:  Miscellaneous  Per- 
manent Appropriations  (SENR  Spending  Account)   14-9922 

Department  of  the  Treasury : 

U.S.  Customs  Service:  Miscellaneous  Permanent  Appro- 
priations (SENR  Spending  Account)   20-9922 

Office  of  Revenue  Sharing:  Payments  to  U.S.  Territories, 
Fiscal  Assistance  (SENR  Spending  Account)  20-2112 


COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS 

Title  VI 


Ittnilcb  $>i(xic&  Genetic 

COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS 

Washington.  D.C.  20510 


June  12,  1981 


The  Honorable  Pete  V.  Domenici 
Chairman 

Committee  on  the  Budget 
United  States  Senate 
Washington,  D.C. 

Dear  Mr.  Chairman: 

Pursuant  to  section  302(6) (A)  and  (B)  of  H.  Con.  Res.  115 
we  are  transmitting  herewith  legislation  to  reduce  direct  spending 
and  reduce  authorizations  to  appropriate  budget  authority  for 
programs  within  the  jurisdiction  of  the  Committee  on  Environment 
and  Public  Works.     Overall,  the  accompanying  proposed  Title  VI  of 
the  reconciliation  bill  achieves  savings  in  excess  of  the  instruction 
to  this  Committee  contained  in  the  reconciliation  conference 
agreement. 

Table  1  summarizes  the  reductions  in  budget  authority  and 
outlays  which  the  Committee's  reconciliation  proposal  intends  to 
achieve.     These  savings  follow  President  Reagan's  budget  revisions 
for  fiscal  years  1981  and  1982,  and  with  one  exception  will  implement 
the  Administration's  program  with  respect?  to  subject  matter  within 
the  Committee's  jurisdiction. 

The  Administration  proposes  to  eliminate  the  Water  Resources 
Council  and  the  Office  of  Water  Research  and  Technology,  and  has 
requested  no  funds  in  fiscal  year  1982  to  continue  the  activities 
of  these  agencies.     The  Committee's  proposed  reconciliation  authorizes 
new  budget  authority  in  fiscal  year  1982,   1983  and  1984  to  implement 
program  reforms  in  water  resources  policy,  planning  and  research 
equivalent  to  the  authorizations  contained  in  S.  1095  now  pending 
on  the  Senate  calendar.     To  achieve  mathematical  consistency  with 
the  reconciliation  instruction  and  stay  within  the  functional  targets 
of  the  First  Concurrent  Resolution  for  FY  1982,  corresponding  re- 
ductions are  made  in  the  authority  to  appropriate  funds  to  the  Corps 
of  Engineers  for  general  construction. 

In  the  case  of  the  Environmental  Protection  Agency's  waste- 
water treatment  construction  grants  program,  the  Committee  has 
reduced  the  existing  authorization  from  $5  billion  to  zero  in  fiscal 
year  1982  —  unless  legislation  reforming  this  program  is  enacted, 
.in  which  case  this  reconciliation  title  authorizes  not  more  than 
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The  Honorable  Pete  V.  Domenici 
June  12,  1981 
Page  Two 


$2.4  billion.     That  action  is  consistent  with  the  reconciliation 
instruction  and  the  Administration's  current  budget  reqaest.  The 
Committee  wishes  to  advise  the  Senate  of  its  intention  to  report 
Clean  Water  Act  amendments  promptly  and  to  secure  budget  and  outlay 
authority  in  the  Second  Budget  Resolution,  FY  1982.     The  President 
has  expressed  his  intention  to  request  an  appropriation  of  $2.4 
billion  upon  enactment  of  such  reform  legislation,  and  the  Adminis- 
tration's commitment  is  reiterated  in  a  recent  letter  to  the 
Committee  from  EPA  Administrator  Anne  M.  Gorsuch. 

We  submit  the  accompanying  legislation  and  report  language 
for  inclusion  in  the  report  of  the  Senate  Budget  Committee  on  the 
omnibus  reconciliation  bill. 
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SECTION-BY-SECTION  ANALYSIS 

Section  601  provides  a  limitation  on  obligations  for  the 
Federal-aid  highways  and  highway  safety  construction  programs  for 
fiscal  year  1982  of  $8.1  billion,   for  fiscal  year  1983  of  $8.6 
billion,  and  for  fiscal  year  1984  of  $8.8  billion.     In  addition, 
no  State  may  obligate  more  than  25  percent  of  its  fiscal  19  82  obli- 
gational  authority  during  the  first  quarter  of  fiscal  19  82. 

******* 

Section  611  places  a  limitation  on  the  authorization  of 
appropriations  to  the  Corps  of  Engineers  for  spending  on  general 
construction  activities,   as  follows:     $1,505,510,000  in  fiscal 
year  1982;   $1,688,948,000  in  fiscal  year  1983;  and  $1,575,750,000 
in  fiscal  year  19  84.     The  limitation  on  budget  authority  is  set  at 
the  level  requested  by  the  Administration  for  fiscal  year  19  82  and 
projected  for  fiscal  years  19  83  and  19  84,  reduced  by  an  amount  that 
offsets  the  authorization  of  appropriations  for  state  water 
resources  planning,  water  resources  research,  and  Federal  water 
policy  coordination  contained  in  section  612  of  this  bill. 

******* 

Section  612  authorizes  the  appropriation  of  funds  for  water 
resources  policy,  planning,  and  research  activities  to  succeed  those 
now  conducted  by  the  Water  Resources  Council  and  Office  of  Water 
Research  and  Technology.     The  authorization  in  each  of  the  fiscal 
years  1982  and  19  83  is  $36,150  million,  and  in  fiscal  1984  is 
$34,150  million.     S.   1095,  which  was  reported  from  this  Committee  on 
May  13,   and  is  pending  on  the  Senate  calendar,  authorizes  appro- 
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priations  identical  to  the  levels  contained  in  this  section,  and 
articulates  the  program  which  the  Committee  intends  to  succeed  the 
WRC  and  OWRT. 

******* 

Section  621  amends  the  Public  Works  Employment  Act  of  19  76 
and  the  Clean  Water  Act  to  reduce  authorizations  for  appropriations 
to  the  Administrator  of  the  Environmental  Protection  Agency  for 
grants  to  share  in  the  cost  of  constructing  publicly  owned  wastewater 
treatment  works  in  fiscal  years  19  77,   19  80,   19  81  and  19  82.  The 
authorization  contained  in  Title  III  of  the  Public  Works  Employment 
Act  of  1976   (Public  Law  94-369)   is  reduced  from  $700,000,000  to 
$416,000,000.     The  authorizations  contained  in  section  207  of  the 
Clean  Water  Act   (Public  Law  92-500  and  Public  Law  95-217)   are  reduced 
from  $5,000,000,000  for  each  of  fiscal  years  1980,   1981  and  1982 
to  the  following  amounts: 

Fiscal  year  1980:  $2,520,000,000 

Fiscal  year  1981:         $2,54  8,837,000 

Fiscal  year  19  82:  $0 
Funds  appropriated  in  excess  of  these  amounts  may  not  be  obligated 
or  expended. 

******* 

Section  622  places  an  overall  limitation  of  $540  million 
annually  on  the  authorization  for  appropriations  to  the  Administrator 
of  the  Environmental  Protection  Agency  for  abatement,  control  and 
compliance  activities  and  non-energy  research  and  development 
activities  carried  out  by  the  EPA  for  each  of  the  fiscal  years  19  82, 
1983  and  1984. 
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Section  6  31  amends  the  Public  Works  and  Economic  Develop- 
ment Act  of  1965,  as  amended,   in  fiscal  years  19  81  and  1982  to  reduce 
authorizations  for  non-trade  economic  development  activities  and 
for  salaries  and  expenses  of  the  Economic  Development  Administration 
and  limits  the  total  amount  of  loans  which  may  be  guaranteed  under 
section  202.     Table  2  shows  how  the  remaining  authorizations  are 
distributed  for  the  Economic  Development  Administration's  program 
in  fiscal  years  19  81  and  19  82.     Authorizations  of  appropriations  to 
EDA  for  trade  activities  contained  in  Title  II  of  the  Trade  Act  of 
1974  are  not  affected  by  this  section. 

This  section  also  repeals  Title  V  of  the  Act,  which 
authorizes  regional  action  planning  commissions. 

No  funds  appropriated  in  fiscal  year  1981  in  excess  of  $322 
million  for  the  Economic  Development  Administration  or  in  excess  of 
$22,838,000  for  the  Title  V  Commissions  may  be  obligated  or  expended. 

******* 

Section  641  amends  the  Appalachian  Regional  Development 
Act  of  1965,  as  amended,  by  reducing  authorizations  of  appropriations 
in  fiscal  years  19  81  and  19  82  for  the  non-highway  programs  of  the 
Appalachian  Regional  Commission.     The  effect  of  this  amendment  is 
to  provide  not  more  than  $14,700,000  in  fiscal  year  1981,  compared 
with  $120  million  originally  appropriated  for  the  current  year. 
Any  funds  appropriated  to  the  Appalachian  Regional  Commission  for 
non-highway  programs  in  fiscal  year  19  81  in  excess  of  -$14,  700,000 
may  not  be  obligated  or  expended.     No  funds  are  authorized  for  ARC'S 
area  development  programs  in  fiscal  year  19  82. 

The  Appalachian  highway  program  is  not  affected  by  this 

section. 

******* 

Section  651  prohibits  the  use  of  $177  million  of  funds 
originally  appropriated  for  the  Tennessee  Valley  Authority's  parti- 
cipation in  a  coal  gasification  project  in  Murphy  Hill,  Alabama. 


407 

REDUCTIONS  IN  DIRECT  SPENDING 
FEDERAL-AID  HIGHWAYS 

The  Surface  Transportation  Assistance  Act  of  19  78  provides 
authorizations  for  the  Federal-aid  highway  program  through  fiscal  year 
19  82.     The  Committee  recommended  in  its  March  15  Report  to  the  Budget 
Committee  budget  authority  of  $8,751  billion  for  fiscal  year  19  82, 
including  $215  million  for  Appalachian  highways.     An  obligation 
limitation  of  $8.1  billion  was  recommended  for  fiscal  19  82  for  the 
Federal-aid  highway  program,   excluding  emergency  relief,  which  has 
been  the  policy  and  practice  of  the  Congress  since  fiscal  year  19  75. 

At  the  request  of  the  Administration  and  the  Budget  Committee, 
the  Committee  also  included  obligation  controls  on  the  first  quarter 
of  fiscal  19  82,  providing  that  no  State  may  obligate  more  than  2  5 
percent  of  its  obligational  authority  for  fiscal  19  82  during  the  first 
quarter  of  fiscal  19  82.     These  obligational  controls  are  necessary 
in  order  to  achieve  the  outlay  levels  desired  for  fiscal  19  82. 

The  Committee  recognizes  these  controls  constrain  the  program 
severely  below  known  needs.     Through  the  allocation  of  the  obligation 
ceiling  among  the  States,  the  Committee  expects  the  disruption  of 
state  programs  to  be  minimal. 
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REDUCTIONS  IN  AUTHORIZATIONS 
CORPS  OF  ENGINEERS 

The  Committee  confronted  a  difficult  challenge  in  meeting 
its  mandated  reductions  in  the  sums  allocated  to  the  construction 
activities  of  the  U.S.  Army  Corps  of  Engineers.     This  program  is 
unusual,  as  it  has  never  been  based  upon  an  annual  authorization  level. 
Rather,  there  is  a  universe  of  authorized,  but  unfunded,  work  which 
now  approaches  $50  billion.     To  meet  the  President's  figures,  the 
Congress  could  simply  deauthorize  everything  except  those  projects 
scheduled  for  FY  19  82  funding.     That  approach  is  not  practical.  Or 
the  Congress  could  deauthorize  a  few  projects  with  a  cumulative  cost 
of  $117  million  —  the  specific  dollar  cuts  approved  by  the  Congress. 
That,  too,  would  have  proved  illusory;   spending  could  have  been 
increased  substantially  out  of  the  remainder  of  the  billions  of 
dollars  in  the  project  backlog. 

The  Committee  instead  included  in  Section  611  a  firm  ceiling 
upon  the  Corps  of  Engineers  construction  program  in  each  of  three 
fiscal  years.     It  is  the  Committee's  expectation  that  such  a  ceiling 
on  the  authority  to  appropriate  funds  will  provide  a  sound  technique, 
one  that  needs  to  be  established  yearly  by  Congress  as  a  method  for 
gaining  more  effective  control  over  the  Corps  program  by  the 
Authorizing  Committee. 

In  line  with  its  .March  15  report  to  the  Budget  Committee, 
the  Committee  set  the  ceiling  at  a  level  below  that  requested  in  the 
President's  budget.     The  level  set  was  lower  by  $36,150,000  in 
each  of  the  fiscal  years  1982  and  1983,  and  by  $34,150,000  in 
fiscal  year  19  84.     This  reduction  was  made  to  provide 
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funding  for  a  continued  Federal  program  of  water  planning  assistance 
to  the  states,  Federal  water  resources  coordination,   and  water  research. 
Section  612  provides  that  offsetting  authorization,  which  is  also 
contained  in  more  detailed  form  in  S.   1095,  now  on  the  Senate  calendar. 

The  Committee  considered  including  the  full  language  of 
S.  1095,  but  decided  to  provide  more  general  language. 

It  must  be  reiterated  that  the  combined  authorizations  provided 
in  Sections  611  and  612  fall  within  the  overall  instruction  by  the 
Budget  Committee  and  are  equal  to  the  sums  recommended  by  President 
Reagan. 

As  part  of  the  funds  cut  from  the  Corps  construction  effort, 
the  Committee  anticipates  the  elimination  of  funds  for  the  Libby 
Additional  Units  and  Reregulating  Dam  in  Montana.     It  is  the 
Committee's  intent  that  any  present  appropriations  be  used  solely  for 
the  completion  of  the  fifth  installed  unit  at  the  main  Libby  Dam, 
and  for  immediate  termination  of  work  on  the  sixth,  seventh,  and 
eighth  installed  units.     These  additional  units  were  intended  by  the 
Corps  to  be  used  primarily  in  conjunction  with  a  reregulating  dam 
that  has  not  been  authorized  by  Congress. 
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ENVIRONMENTAL  PROTECTION  AGENCY 

Construction  Grants 

To  comply  with  the  reconciliation  instruction  for  the  Water 
Pollution  Construction  Grant  program  for  fiscal  years  19  81-19  84,  the 
Committee  voted  to  reduce  existing  authorizations  to  achieve  the 
rescission  of  $1.7  billion  of  previously  appropriated  funds  and  to 
authorize  no  appropriation  in  fiscal  year  19  82,  unless  substantive 
amendments  to  the  construction  grants  program  were  enacted,  in  which 
case  $2.4  billion  is  authorized.     This  brings  authorizations  in  line 
with  the  President's  budget  amendments  for  fiscal  years  1981  and  1982. 

The  effect  of  the  Committee's  action  on  previously  appropri- 
ated funds  is  identical  to  the  rescissions  contained  in  the  Supple- 
mental Appropriations  and  Rescission  Act,   19  81,   approved  June  5, 
19  81.     That  is,  FY  19  77   (Talmadge-Nunn)   appropriations  are  reduced 
by  $64  million;   FY  19  80  appropriations  are  reduced  by  $880  million; 
and  FY  1981  appropriations  are  reduced  by  $756  million,   for  a  total 
of  $1.7  billion.     This  varies  slightly  from  the  President's  original 
proposal,  which  was  to  rescind  all  unobligated  FY  19  77  funds  ($114 
million),   and  to  rescind  $586  million  in  FY  19  80  funds  and  $1  billion 
in  FY  1981  funds. 

For  fiscal  year  19  82,  the  Committee  reduced  the  existing 
authorization  of  $5  billion  to  zero,  but  included  language  authorizing 
not  more  than  $2.4  billion  when  legislation  is  enacted  which  reduces 
the  eligibility  of  projects  for  grants,  establishes  an  allotment 
formula  for  FY  19  82  and  otherwise  reforms  the  construction  grants 
program. 

On  June  8,  the  Subcommittee  on  Environmental  Pollution  began 
hearings  on  S-  975  and  S.   1274.     Both  contain  amendments  to  the 
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construction  grants  program  to  reduce  Federal  costs.     The  Committee 
expects  to  report  a  bill  promptly,   and  intends  to  seek  budget  authority 
in  the  Second  Concurrent  Budget  Resolution  for  FY  19  82  sufficient  to 
accommodate  an  appropriation  for  this  program  next  year.     During  the 
Committee's  markup  on  the  reconciliation  bill,   the  Budget  Committee 
Chairman,   Senator  Domenici,   assured  this  Committee  of  his  cooperation 
in  securing  a  waiver  of  the  timeliness  requirement  in  reporting  a  bill 
after  May  15.     He  explained  that  this  is  a  technical  matter  that  would 
otherwise  subject  the  bill  to  a  point  of  order  only  on  its  timeliness, 
not  with  reference  to  what  it  authorizes. 
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l^ggJI      UNITED  STATES  ENVIRONMENTAL  PROTECTION  AGENCY 

\,        <jP  WASHINGTON.  D  C.  20460 


THE  ADMINISTRATOR 


June  4,  1981 


Honorable  Robert  T.  Stafford 
Chairman,  Committee  on 

Environment  and  Public  Works 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

This  is  to  reiterate  the  Administration's  intent  to 
request  an  appropriation  of  $2.4  billion  for  the  EPA 
construction  grants  program  in  FY  19  82,  contingent  upon 
passage  of  the  legislation  embodying  the  President's 
proposed  reforms  in  the  program. 

Sincere  thanks  for  your  ongoing  support  of  the  Admin- 
istration in  this  effort. 


Anne  M.  Gorsuch 
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ENVIRONMENTAL  PROTECTION  AGENCY 
Regulatory  and  Research  Activities 

The  Committee  elected  to  place  an  overall  limitation  on  the 
appropriations  which  are  authorized  for  EPA's  non-energy  R&D  and 
abatement,   control  and  compliance  activities. 

In  order  to  achieve  the  savings  assumed  in  the  reconciliation 
instruction,   an  overall  limitation  of  $540  million  in  each  of  fiscal 
years  19  82,   19  83  and  19  84  is  required.     This  represents  the  difference 
between  the  Budget  Committee's  baseline  and  the  reconciliation 
savings  for  these  two  appropriations  categories.     Energy  research 
and  development  activities  are  not  assumed  to  be  affected  by  the 
Committee's  proposed  reconciliation  bill. 

The  Committee  preferred  this  approach  to  reducing  authori- 
zations in  numerous  sections  of  existing  laws  in  order  to  leave 
some  flexibility  for  funding  EPA's  operating  program  within  the 
affected  accounts. 

As  reauthorizations  for  individual  programs  are  addressed, 
however,  the  Committee  has  followed  the  practice  of  conforming  new 
authorizations  to  the  overall  operating  budget  requested  for  the 
Environmental  Protection  Agency  in  fiscal  year  19  82. 
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ECONOMIC  DEVELOPMENT  ADMINISTRATION 
AND  TITLE  V  REGIONAL  COMMISSIONS 

The  Committee  has  reduced  authorizations  in  fiscal  years 
19  81  and  19  82  for  the  Economic  Development  Administration  to  the 
level  proposed  in  the  President's  revised  budget  request.  This 
action  is  consistent  with  the  Committee's  March  15  Report  to  the 
Budget  Committee. 

Section  631  provides  in  fiscal  year  19  81  that  funding  be 
reduced  by  $342,350,000.     Thus,  the  Economic  Development  Adminis- 
tration is  authorized  under  the  Public  Works  and  Economic  Development 
Act  of  1965  at  a  level  of  $259,470,000.     This  authorization,  coupled 
with  $62,530,000  appropriated  under  the  authority  of  the  Trade  Act 
of  19  74  leaves  the  Economic  Development  Administration  with  a  program 
in  fiscal  year  1981  of  $322,000,000.     In  addition,   loan  guarantee 
authority  in  fiscal  year  1981  is  limited  to  $163  million  (face  value). 
The  effect  of  the  Committee's  specific  recommendations,  program  by 
program,  are  contained  in  Table  2. 

In  fiscal  year  19  82  the  Committee  has  authorized  $50,000,000 
to  be  appropriated  to  the  Secretary  of  Commerce;   $32,000,000  for 
payments  made  on  defaulted  loan  guarantees  and  $18,000,000  for 
salaries  and  expenses.     In  addition,   it  is  the  Committee's  under- 
standing that  $49,430,000  for  trade  adjustment  assistance  to  firms 
and  communities,  as  authorized  under  the  Trade  Act  of  1974,  will  be 
transferred  to  the  Commerce  Department's  International  Trade  Adminis- 
tration, which  will  administer  this  part  of  EDA's  program. 

The  reconciliation  bill  limits  the  fiscal  year  19  81  authori- 
zation for  the  Title  V  Regional  Commissions  to  $22,838,000,  a  reduction 
of  $21,000,000  below  the  original  appropriation.  Furthermore, 
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Title  V  of  the  Public  Works  and  Economic  Development  Act,  which 
authorizes  the  Regional  Commissions,  is  repealed,  terminating  the 
Commissions  after  fiscal  year  1981. 

Title  VIII,  Economic  Recovery  for  Disaster  Areas  and 
Title  X,  the  Job  Opportunities  Program  are  also  repealed  in 
Section  631. 


79-757  0-81-27 
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APPALACHIAN  REGIONAL  COMMISSION 

This  Committee  has  reduced  authorized  funds  for  the 
Appalachian  Regional  Commission  in  fiscal  years  19  81  and  19  82  to 
the  level  requested  by  the  President.     This  action  is  consistent 
with  the  Committee's  recommendations  in  its  March  15  Report  to  the  — 
Budget  Committee. 

Section  641  authorizes  $142,200,000  for  the  two  fiscal  year 
period  ending  September  30,   19  81.     Thus,   $14,700,000  is  specifically 
authorized  in  fiscal  year  19  81.     It  is  the  Committee's  intention 
that  $3,050,000  of  that  authorization  will  be  available  for  area 
development  and  $1,650,000  for  research  and  local  development  district 
(LDD)   support.     The  remaining  $10  million  is  deferred  to  be  used  to 
provide  for  an  orderly  termination  of  the  Commission's  program  during 
fiscal  years  19  82-19  85. 

For  salaries  and  expenses,  the  Committee  has  authorized 
$6,29  7,000  for  the  two  fiscal  year  period  ending  September  30,  19  81, 
which  establishes  an  authorization  of  $3,192,000  for  fiscal  year 
1981. 

No  funding  is  authorized  for  the  non-highway  program  or 
for  salaries  and  expenses  for  fiscal  year  19  82. 
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TENNESSEE  VALLEY  AUTHORITY 

The  Committee  decreases  by  $177  million  the  funds  available 
for  obligation  by  the  Tennessee  Valley  Authority  pursuant  to  Public 
Law  96-304  and  Public  Law  96-367.     The  purpose  of  this  action  is  to 
deauthorize  funding  for  construction  of  a  coal  gasification  demonstra- 
tion project  at  Murphy  Hill,  Alabama.     This  action  does  not  affect 
the  ability  of  the  Tennessee  Valley  Authority  to  obligate  remaining 
budget  authority  for  the  purpose  of  shutting  down  this  project. 
The  total  of  already  obligated  costs  and  shut  down  costs  may  not 
exceed  $33  million. 

The  completion  of  this  demonstration  project  would  be  more 
appropriately  funded  through  other  mechanisms  such  as  the  Synthetic 
Fuels  Corporation  or  a  private  consortium  of  sponsors. 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE  Alice  M.  Rlvln 

U.S.  CONGRESS  Director 
WASHINGTON,  D.C.  20515 


June  11,  1981 


MEMORANDUM 

TO:  Bailey  Guard 

Senate  Committee  on  Environment  and  Public  Works 

FROM:        Lin  Lloyd 

Budget  Analysis  Division 


The  Congressional  Budget  Office  has  reviewed  statutory  changes  proposed  by  the 
Senate  Committee  on  Environment  and  Public  Works  as  part  of  the  Committee's 
response  to  reconciliation  instructions  included  in  Senate  Concurrent  Resolution  9.  In 
total,  CBO  estimates  that,  if  enacted,  the  proposed  changes  would  result  in  the 
following  reductions  in  budget  authority  and  outlays  relative  to  the  baseline  estab- 
lished by  the  Senate  Budget  Committee.  I  have  attached  estimates  of  action  at  the 
subtitle  level  prepared  by  individual  CBO  analysts.  If  we  can  be  of  further 
assistance,  please  let  me  know. 

(by  fiscal  years,  in  millions  of  dollars) 


1981  1982  1983*  1984' 

SBC  Baseline  BA       15,969  15,398  16,766  18,050 

O  15,612  16,274  17,128  18,038 


Estimated  Reduction        BA            —               — -                —  — 

in  Direct  Spending  1/       O             —                185                900  1,365 

Estimated  Reduction        BA         2,351             5,001             3,006  3,644 

in  Authorizations  1/         O               71                870             1,890  2,922 

1/    Reduction  to  SBC  baseline  estimated  to  result  from  Committee  action. 

♦For  the  purposes  of  reconciliation,  the  Budget  Committee  has  instructed  CBO  to 

assume  that  Committee  actions  affecting  existing  authorizations  would  continue 
into  fiscal  years  for  which  authorizations  have  not  been  enacted. 
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ATTACHMENT 
CBO  -  June  11,  1981 


Subtitle  A  —  Federal  Highway  Administration 

This  subtitle  establishes  the  obligation  ceiling  for  the  federal-aid  highway  program  at 
$8.1  billion,  $8.6  billion,  and  $8.8  billion  for  fiscal  years  1982,  1983,  and  1984, 
respectively.  In  fiscal  year  1982,  only  25  percent  of  the  total  limitation  available  for 
obligation  may  be  made  in  the  first  quarter. 

(by  fiscal  years,  in  millions  of  dollars) 

1981  1982  1983  1984 

SBC  Baseline  BA         9,048  7,854  8,600  9,320 

O  8,500  8,285  9,000  9,700 

Estimated  Reductions      BA           —  —  —  — 

O    185  900  1,365 


Estimated  reductions  were  calculated  using  the  CBO  federal-aid  highway  spending 
model  and  the  obligation  ceilings  imposed.  In  addition,  the  instruction  to  limit 
obligations  in  the  first  quarter  of  fiscal  year  1982  was  also  assumed  to  apply  to  fiscal 
years  1983  and  1984. 


Subtitle  B  —  Corps  of  Engineers 

This  subtitle  establishes  a  ceiling  on  appropriations  for  the  Corps  of  Engineers 
General  Construction  program  of  $1,506  million  for  fiscal  year  1982,  $1,689  for  fiscal 
year  1983,  and  $1,576  for  fiscal  year  1984.  It  also  authorizes  to  be  appropriated  $36 
million  for  fiscal  years  1982  and  1983  and  $34  million  for  fiscal  year  1984  for  Water 
Resources  Policy,  Planning,  and  Research  programs. 

(by  fiscal  years,  in  millions  of  dollars) 


1981 

1982 

1983 

1984 

SBC  Baseline 

BA 

1,586 

1,725 

1,851 

1,967 

O 

1,571 

1,678 

1,810 

1,931 

Estimated  Reduction 

BA 

183 

125 

357 

O 

139 

130 

304 

Estimated  reductions  were  calculated  using  the  CBO  Corps  of  Engineers  Construction 
General  spending  model  and  the  ceilings  imposed. 
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Subtitle  C  —  Environmental  Protection  Agency 

Part  A  —  Wastewater  Treatment  Construction  Grants 

Part  A  of  this  subtitle  revises  existing  wastewater  treatment  construction  grants 
authorization  ceilings.  Authorization  of  Talmadge-Nunn  funds  (under  the  Public 
Works  Employment  Act  of  1976)  is  decreased  from  $700  million  to  $416  million,  and 
authorizations  of  1980,  1981,  and  1982  funds  are  decreased  from  $5  billion  each  year 
to  $2.52  billion,  $2.55  billion,  and  $0,  respectively.  The  bill  stipulates  that  $2.40 
billion  may  be  authorized  in  1982  if  certain  fundamental  changes  to  the  grant 
program  are  made. 

(by  fiscal  years,  in  millions  of  dollars) 


1981 

1982 

1983 

1984 

SBC  Baseline 

BA 

3,305 

3,600 

3,920 

4,200 

O 

4,350 

4,320 

4,215 

4,105 

Estimated  Reduction 

BA 

1,700 

3,600 

1,520 

1,800 

O 

10 

257 

843 

1,407 

Estimated  budget  authority  reductions  were  based  on  the  authorization  levels  stated 
in  the  bill;  the  1982  authorization  was  assumed  to  be  zero.  Outlays  reductions  were 
based  on  historical  spending  patterns  for  this  program. 

Part  B  —  Regulatory  and  Research  Activities 

Part  B  of  the  subsection  authorizes  appropriations  for  two  programs  within  the 
Environmental  Protection  Agency  (EPA)— non-energy  research  and  development  and 
abatement,  control,  and  compliance.  A  total  of  $540  million  is  authorized  to  be 
appropriated  in  each  of  fiscal  years  1982,  1983,  and  1984. 

This  subsection  also  rescinds  $1.7  billion  from  the  EPA  wastewater  treatment 
construction  grants  program.  The  effect  of  this  rescission  is  reflected  in  the 
estimate  of  reductions  made  in  Part  A  of  this  subsection. 
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(by  fiscal  years,  in  millions  of  dollars) 


1981 

1982 

1983 

1984 

Abatement,  Control,  and  Compliance 

SBC  Baseline  BA 

540 

584 

625 

666 

0 

496 

519 

560 

613 

Estimated  Reductions  BA 

1 

175 

218 

258 

0 

1 

44 

110 

192 

Non-Energy  Research  and  Development 

SBC  Baseline  BA 

153 

165 

177 

189 

0 

149 

163 

167 

183 

Estimated  Reductions  BA 

34 

46 

57 

0 

5 

22 

41 

Total  Reductions  (Part  B)  BA 

1 

209 

264 

315 

0 

1 

49 

132 

233 

Estimated  reductions  were  attributed  to  the  two  accounts  based  on  Senate  Environ- 
ment and  Public  Works  Committee  assumptions.  Resulting  outlay  reductions  were 
calculated  based  on  historical  spending  patterns  for  each  program. 


Subtitle  D  —  Economic  Development  Administration  and  Title  V  Regional  Commis- 
sions 

This  subtitle1  reduces  the  authority  to  appropriate  funds  for  programs  authorized  by 
the  Public  Works  and  Economic  Development  Act  of  1965,  as  amended,  to  a  total  of 
$259.5  million,  or  $342.5  million  less  than  estimated  to  be  appropriated  under  the 
same  authorization  in  fiscal  year  1981.  The  title  rescinds  all  existing  authority  for 
program  activity  authorized  by  PWEDA  for  fiscal  year  1982  except  for  specific 
authorizations  of  $18  million  for  salary  and  expenses  and  $32  million  to  liquidate 
default  responsibilities.  The  Committee  has  assumed  that  all  funds  required  to  fund 
trade  adjustment  activities  are  authorized  by  Title  n  of  the  Trade  Act  of  1974  and 
not  affected  by  their  action. 
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The  subtitle  also  repeals  authority  to  fund  any  activities  of  regional  commissions 
authorized  by  Title  V  of  PWEDA  and  directs  the  rescission  of  $21  million  in  fiscal 
year  1981. 

(by  fiscal  years,  in  millions  of  dollars) 


1981  1982  1983  1984 

SBC  Baseline                  BA            708  766  822  877 

O              617  681  742  792 

Estimated  Reductions       BA            363  665  717  765 

O                15  271  494  620 


Budget  authority  savings  were  estimated  based  on  specific  changes  to  current  law 
made  by  the  Committee.  Outlay  reductions  were  calculated  based  on  historical 
spending  patterns  for  these  programs. 


Subtitle  E  —  Appalachian  Regional  Commission 

This  subtitle  reduces  the  authority  to  appropriate  funds  for  non-highway  activities  of 
the  Appalachian  Regional  Commission  to  a  total  of  $142  million  in  fiscal  year  1981 
and  repeals  existing  authorizations  for  any  appropriations  in  fiscal  year  1982.  The 
subtitle  also  rescinds  $110  million  of  the  funds  appropriated  in  fiscal  year  1981. 

(by  fiscal  years,  in  millions  of  dollars) 


1981  1982  1983  1984 

SBC  Baseline                  BA            343  382  420  454 

O              377  364  358  373 

Estimated  Reductions       BA           110  142  157  165 

O                 5  59  136  147 


Budget  authority  savings  were  estimated  based  on  specific  changes  to  current  law 
made  by  the  Committee.  Outlay  reductions  were  calculated  based  on  historical 
spending  pattern*'  for  these  programs. 


424 


Subtitle  F  —  Tennessee  Valley  Authority 

This  subtitle  rescinds  $177.5  million  in  budget  authority  in  fiscal  year  1981  appropri- 
ated to  start  construction  of  a  coal  gasification  plant  and  prohibits  the  TVA  from 
obligating  any  budget  authority  for  a  coal  gasification  plant  in  fiscal  years  1982, 
1983,  or  1984. 

(by  fiscal  years,  in  millions  of  dollars) 


1981  1982  1983  1984 

SBC  Baseline                  BA            286  322  351  377 

O              197  264  276  341 

Estimated  Reduction        BA           177  202  223  242 

O               40  95  155  211 


Budget  authority  and  outlay  reductions  were  estimated  based  on  the  specific 
rescission  of  $177.5  million  in  fiscal  year  1981  and  the  CBO  assumption  that  proposed 
language  would  prohibit  the  authorization  of  appropriations  of  TVA  for  coal  gasifica- 
tion plant  construction  in  fiscal  years  1982,  1983,  and  1984. 
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COMMITTEE  ON  FINANCE 
Title  VII 


^Cmlcb  Miotics  Syctxale 


ROBERT  E.  LIGHTHIZER.  CHIEF  COUNSEL  JUTie       9,        19  81 

MICHAEL  STERN.  M  I  NOR  ITT  STAFF  DIRECTOR 


Honorable  Pete  V.  Domenici 
Chairman,  Committee  on  Budget 
4239  Dirksen  Senate  Office  Building 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

Enclosed  is  the  legislative  language  and 
Committee  Report  language  approved  by  the  Finance 
Committee  pursuant  to  the  ReconciJJ.ation  Instruction, 


BOB  DOLE 
Chairman 


\ 


Enclosure 


RL:  jm 
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I.  SUMMARY  OF  FINANCE  COMMITTEE 
RECOMMENDATIONS 


Social  Security  Provisions 

Elimination  of  benefits  for  post-secondary  students. — Under  current 
law,  monthly  cash  benefits  are  paid  to  the  children  of  an  insured 
worker  when  the  worker  retires,  becomes  disabled,  or  dies.  Because  of 
a  provision  enacted  in  1965,  a  child's  benefits  may  continue  after  age 
18  and  up  until  the  22d  birthday  as  long  as  the  beneficiary  can  estab- 
lish he  is  attending  high  school,  college,  graduate  school,  or  vocational 
school  on  a  full-time  basis.  The  committee  amendment  would  elimi- 
nate) the  student  benefit  for  beneficiaries  18  and  older  who  begin  post- 
secondary  education  after  May  1982.  For  currently  enrolled  full-time 
students  in  post-secondary  schools  and  those  who  enter  post-secondary 
schools  on  a  full-time  basis  before  May  1982,  no  benefits  would  be  paid 
during  the  4  summer  months,  May  through  August,  beginning  in 

1982.  The  monthly  benefit  amount  would  be  reduced  by  25  percent 
beginning  in  September  1982  and  by  an  equal  amount  in  September 

1983,  September  1984,  and  September  1985,  with  no  further  student 
benefits  payable  to  post-secondary  students  18  or  older  after  August 
1985.  Xo  further  cost-of-living  adjustments  would  be  payable  to  these 
students  after  July  1981.  High  school  students  would  continue  to  re- 
ceive child's  benefits  as  under  current  law,  except  that  effective  in 
August  1982,  no  high  school  student  could  receive  child's  benefits  after 
his  19th  birthday. 

Elimination  of  the  minimum  benefit. — Under  present  law,  workers  V 
whose  average  lifetime  earnings  in  covered  employment  are  low  are 
eligible  for  a  "minimum  benefit"  which  is  higher  than  the  benefit  they  \ 
would  otherwise  receive  under  the  benefit  computation  formula.  The 
1977  amendments  "froze*'  the  minimum  benefit  at  $122  per  month  for 
persons  who  reach  age  62,  become  disabled,  or  become  eligible  for  sur- 
vivor  benefits  based  on  the  earnings  of  a  worker  who  dies  after  1978. 
Congressional  intent  in  the  1977  amendments  was  to  gradually  phase  J; 
out  the  minimum  benefit.  The  committee  amendment  would  eliminate  ! 
the  minimum  benefit  for  all  current  and  future  beneficiaries,  effective 
August  1981.  Minimum  beneficiaries  on  the  rolls  as  of  the  effective 
date  would  have  their  benefits  recomputed  based  on  the  regular  benefit 
formula  which  underlies  the  benefit  table.  Current  minimum  benefit 
recipients  age  60  to  64,  who  would  be  eligible  for  Supplemental 
Security  Income  (SSI)  benefits  under  present  law  if  they  were  65. 
would  be  permitted  to  receive  SSI  payments  not  to  exceed  the  differ- 
ence between  their  newly  reduced  social  security  benefit  and  the 
amount  they  had  been  receiving  under  prior  law.  This  payment  would 
not  be  adjusted  for  changes  in  the  cost-of-living  nor  would  the  recip- 
ient be  entitled  to  various  other  benefits  such  as  medicaid  or  social 
services. 
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Restrictions  on  payment  of  lump-sum  death  benefits. — Under  pres- 
ent law,  a  lump-sum  death  payment  (LSDP)  of  $255  is  payable  when 
a  worker  who  is  fully  or  currently  insured  dies.  If  there  is  a  surviving 
spouse  living  with  the  worker  at  the  time  of  death,  the  LSDP  is  auto- 
matically paid  to  that  person.  If  there  is  no  widow  or  widower  eligible 
to  receive  the  LSDP,  the  money  can  be  paid  to  the  person  or  persons 
who  assume  responsibility  for  funeral  expenses.  If  no  individual  files 
a  claim  for  the  LSDP  within  30  days  after  the  death,  the  funeral 
home  may  apply  to  receive  the  LSDP  directly.  The  committee  amend- 
ment would  eliminate  the  LSDP  in  cases  where  there  is  no  surviving 
spouse  who  had  been  living  with  the  worker  at  the  time  of  his  death, 
no  spouse  eligible  for  monthly  survivor  benefits,  and  no  surviving 
children  eligible  for  survivor  benefits. 

Recency  of  work  test  for  disability  insurance  benefits. — Under  pres- 
ent law,  in  order  to  be  insured  for  disability  insurance  benefits,  a 
worker  must  generally  be  fully  insured  and  insured  for  disability 
(worked  during  20  of  the  40  quarters  immediately  prior  to  the  onset 
of  disability  or,  if  under  31,  half  the  quarters  elapsed  since  age  21  but 
at  least  6  quarters) .  The  committee  provision  would  add  an  additional 
requirement  that  the  disabled  worker  must  have  worked  in  covered 
employment  during  6  of  the  13  quarters  immediately  preceding  the 
onset  of  disability.  The  provision  would  be  effective  for  persons  first 
becoming  disabled  6  months  before  enactment  or  later  (and  coming  on 
the  benefit  rolls  for  the  first  time  after  the  month  of  enactment). 

Modifications  of  worker's  compensation  offset  provision. — Under 
current  law,  a  reduction  may  be  made  in  a  worker's  disability  insur- 
ance (DI)  benefit,  and  in  benefits  for  his  dependents,  for  any  month 
during  which  the  worker  also  receives  worker's  compensation.  This 
offset  applies  in  the  case  of  a  worker  under  age  62  whose  total  bene- 
fits from  DI  and  worker's  compensation  combined  exceed  80  percent 
of  his  "average  current  earnings"  prior  to  the  onset  of  disability. 
Average  current  earnings  generally  refers  to  the  highest  annual 
amount  of  covered  and  non-covered  wages  earned  during  the  6-year 
period  consisting  of  the  year  the  worker  becomes  disabled  and  the  5 
preceding  years.  The  amount  of  the  reduction  in  social  security  bene- 
fits is  equal  to  the  amount  by  which  total  social  security  benefits  plus 
worker's  compensation  exceed  the  higher  of  two  limits:  80  percent 
of  average  current  earnings  or  the  worker's  family's  total  DI  benefits. 
The  reduction  begins  in  the  month  after  the  month  during  which  the 
Social  Security  Administration  (SSA)  is  notified  that  a  worker  is 
receiving  worker's  compensation  payments.  The  committee  amend- 
ment would  make  three  related  changes  in  the  offset  provision.  First, 
the  offset  would  apply  not  only  to  worker's  compensation,  but  also  to 
certain  other  disability  benefits  provided  under  Federal,  State,  and 
local  programs.  Second,  the  offset  would  aj>ply  to  DI  benefits  paid  to 
workers  aged  62  through  64  and  their  f  amilies.  Third,  the  offset  would 
be  made  beginning  with  the  first  month  when  concurrent  receipt  oi 
DI  and  the  other  public  disability  benefit  begins  (rather  than  the 
month  after  SSA  is  notified).  Each  provision  would  be  effective  for 
persons  first  becoming  disabled  6  months  before  enactment  or  later 
(and  coming  on  the  benefit  rolls  for  the  first  time  after  the  month  of 
enactment). 


429 


Elimination  of  trust  fund  financed  vocational  rehabilitation. — 
Under  current  law,  a  limited  amount  of  disability  insurance  trust  fund 
money  (not  to  exceed  1.5  percent  of  total  disability  benefit  costs  in  the 
preceding  year)  can  be  used  to  reimburse  States  for  vocational  re- 
habilitation (VR)  services  provided  to  disabled  beneficiaries.  The 
committee  amendment  would  repeal  section  222(d)  of  the  Social  Se- 
curity Act,  effective  October  1,  1981,  thereby  eliminating  trust  fund 
financing  of  VR  services. 

Cost  reimbursement  for  provision  of  earnings  information. — Under 
current  provisions  of  the  Freedom  of  Information  Act  and  the  Privacy 
Act,  the  social  security  trust  funds  receive  only  partial  reimbursement 
for  the  costs  of  providing  earnings  information  to  employers  seeking 
to  comply  with  the  record-keeping  requirements  imposed  by  the  Pen- 
sion Reform  Act  of  1974.  The  committee  amendment  would  require 
such  requestors  of  earnings  information  to  make  full  payment  to  the 
social  security  trust  funds  for  expenses  incurred,  making  clear  that 
reimbursement  of  these  costs  is  not  governed  by  the  Freedom  of  Infor- 
mation Act  or  by  the  Privacy  Act.  Full  reimbursement  was  the  prac- 
tice for  such  requests  in  the  past. 

Modification  of  rounding  rules. — Under  current  law,  at  each  stage 
in  the  computation  of  benefits  (after  calculation  of  the  average  in- 
dexed monthly  earnings) ,  the  amount  derived  is  rounded  up  to  the  next 
higher  10  cents.  The  committee  amendment  would  require  that  amounts 
be  rounded  to  the  nearest  penny,  except  for  the  final  amount — the 
actual  benefit  payable  to  an  individual — which  would  be  rounded  to 
the  next  lower  dollar. 

Medicare  Provisions 

Reduction  of  the  8.5  percent  routine  nursing  salary  cost  differen- 
tial.— The  bill  would  reduce  the  routine  nursing  salary  cost  differen- 
tial to  4.5  percent  and  requests  GAO  to  conduct  a  study  on  the  appro- 
priateness of  the  differential  to  be  completed  within  6  months  of  the 
enactment  of  the  provision. 

Repeal  of  certain  benefit  provisions  enacted  in  1980. — The  bill  would 
repeal  the  following  provisions  that  had  been  enacted  as  part  of  the 
Omnibus  Reconciliation  Act  of  1980 : 

Inclusion  of  need  for  occupational  therapy  as  a  qualifying  criterion 
for  home  health  benefits ; 

Authority  to  pay  freestanding  alcohol  detoxification  facilities  un- 
der medicare ; 

Coverage  for.  hospital  stays  necessary  to  carry  out  dental  proce- 
dures where  they  are  warranted  by  the  severity  of  the  dental  proce- 
dure, or  the  patient's  condition ; 

A  provision  that  permits  continuous  open  enrollment  and  re-enroll- 
ment in  medicare  part  B ;  . 

A  provision  that  established  a  1  year  period  beginning  January  1. 
1981,  during  which  any  State  which  has  not  already  done  so  could 
enter  into  an  agreement  to  buy  in  to  medicare  part  B  coverage  for 
its  eligible  medicaid  recipients ; 

A  provision  which  provided  for  a  one-time  delay  of  3  weeks  m 
medicare  reimbursement  to  hospitals  under  the  periodic  interim  pay- 
ment procedure. 
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Repeal  of  pneumococcal  vaccine  benefit. — As  part  of  P.L.  96-611, 
Congress  provided  medicare  coverage  for  the  injection  of  pneumo- 
coccal vaccine.  The  bill  would  repeal  the  medicare  provision ;  a  separate 
section  of  the  bill  authorizes  medicaid  coverage  for  this  service. 

Provides  authority  for  the  Secretary  to  impose  civil  money  penal- 
ties in  cases  of  medicare  and  medicaid  fraud. — The  bill  would  au- 
thorize the  Secretray  to  assess  a  civil  money  penalty  against  any  per- 
son who  he  determined,  after  notice  and  opportunity  for  a  hearing,  has 
filed  a  fraudulent  claim  under  the  medicare  or  medicaid  program. 

Less  frequent  surveys  of  skilled  nursing  facilities. — The  bill  would 
permit  the  Secretary  to  enter  into  agreements  with  skilled  nursing 
facilities  for  more  than  12  months  where  the  SNF  has  a  good  record  of 
compliance. 

Closure  and  conversion  of  underutilized  facilities. — The  bill  would 
provide  for  including  in  short-term  hospitals  reimbursement,  pay- 
ments for  increased  operating  costs  and,  in  the  case  of  nonprofit  insti- 
tutions, for  increased  capital  costs,  associated  with  the  closing  down 
or  conversion  to  approved  use  of  underutilized  bed  capacity  or  services. 

Criteria  for  determining  reasonable  charge  for  physician  serv- 
ices.— The  bill  would  modify  existing  medicare  criteria  for  determin- 
ing reasonable  charges  for  physician  services.  It  would  require  cal- 
culation of  statewide  median  charges  (in  any  State  with  more  than 
one  locality)  in  addition  to  local  prevailing  charges.  To  the  extent 
that  any  prevailing  charge  in  a  locality  was  more  than  one-third 
higher  than  the  statewide  median  charge  for  a  given  service,  it  would 
not  be  automatically  increased  each  year.  The  bill  would  also  permit 
new  physicians  setting  up  practices  in  certain  shortage  areas  to  estab- 
lish their  customary  charges  at  the  75th  percentile  of  prevailing 
charges.  The  bill  would  also  permit  doctors  presently  practicing  in 
shortage  areas  to  move  up  to  the  75th  percentile. 

Limitation  on  reasonable  cost  and  reasonable  charge  for  outpatient 
services. — The  bill  would  require  the  Secretary  to  issue  regulations 
establishing  limitations  on  costs  or  charges  for  outpatient  services 
provided  by  hospitals,  community  health  centers  or  clinics  and  by 
physicians  utilizing  these  facilities.  Limits  would  be  based  on  the 
reasonableness  of  these  costs  in  relation  to  the  reasonable  charges  in 
the  same  area  for  similar  services  provided  in  physicians'  offices. 

Reduction  in  payment  for  inappropriate  hospital  services. — The 
bill  would  eliminate  the  80  percent  occupancy  rate  exception  so  that 
a  hospital's  payment  would  be  subject  to  reduction  where  a  medicare 
or  medicaid  patient  who  no  longer  needs  acute  hospital  services,  re- 
mains hospitalized,  regardless  of  the  occupancy  rate  of  the  hospital. 

Increase  in  part  B  deductible. — The  bill  would  increase  the  $60 
part  B  deductible  to  $75. 

Deletion  of  carryover  provision  for  the  part  B  deductible. — The 
bill  would  exclude  medical  expenses  incurred  during  the  last  quarter 
of  the  preceding  calendar  year  in  determining  whether  the  individual 
has  satisfied  the  part  B  deductible  in  the  current  calendar  year. 

Increases  in  part  B  premiums. —The  bill  would  provide  for  main- 
taining the  beneficiary  part  B  premium  at  the  present  percent  of  total 
program  costs. 
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Coordination  of  benefits  with  private  coverage  for  medicare  kidney 
disease  patients. — The  bill  would  make  medicare  a  secondary  payor 
for  the  initial  12-month  period  of  the  renal  patients  medicare  eligibil- 
ity, with  medicare  reimbursing  only  its  share  of  those  covered  costs 
not  covered  by  the  private  plan.  The  provision  would  apply  only 
where  the  renal  patient  is  under  65  and  not  to  persons  entitled  to 
medicare  benefits  by  reason  of  age  or  receipt  of  disability  cash  benefits. 

Coordination  of  medicare  benefits  with  FEHBP  benefits. — In  the 
case  of  those  individuals  who  are  duly  enrolled  in  medicare  and 
FEHBP  the  bill  would  provide  for  the  Federal  Employees  Health 
Benefit  Plan  to  be  the  payor  of  first  resort  with  medicare  paying 
only  those  bills  not  covered  by  the  FEHB  plan. 

Medicaid  Provisions 

Cap  Federal  medicaid  expenditures  and  reduce  minimum  matching 
rate. — The  bill  would  place  a  limit  ("cap")  on  the  amount  of  Federal 
financial  participation  in  the  medicaid  program.  For  fiscal  year  1982, 
Federal  expenditures  would  be  allowed  to  increase  9  percent  over  the 
February  1981  State  estimates  for  fiscal  year  1981.  In  subsequent 
years,  Federal  spending  would  be  allowed  to  rise  at  the  rate  of  infla- 
tion as  measured  by  the  GNP  deflator.  To  enable  States  to  adjust  to 
the  reduced  funding  level,  the  bill  would  provide  States  with  greater 
flexibility  in  designing  and  quickly  amending  certain  eligibility,  bene- 
fit, and  payment  provisions  of  their  medicaid  plans. 

Minimum  matching  rate. — The  bill  would  lower  the  minimum  Fed- 
eral matching  rate  from  50  percent  to  40  percent. 

Allow  accelerated  collection  of  unapproved  State  medicaid  expendi- 
tures.— The  bill  would  allow  the  Federal  Government  to  retain  the 
disallowed  medicaid  matching  funds  throughout  the  appeals  process 
in  all  cases,  including  amounts  in  controversy  for  past  periods.  If  the 
appeal  is  successful,  the  funds  (plus  interest)  would  be  returned  to  the 
States. 

Cost-effective  service  arrangements. — The  bill  authorizes  the  States 
to  establish  limits  and  restrictions  with  respect  to  choice  by  recipients 
under  a  Medicaid  plan.  The  bill  requires  that  recipients  have  reason- 
able access  to  services  from  qualified  vendors  of  health  services  who 
meet  all  applicable  standards  required  by  a  State's  plan. 

Reimbursement  of  hospitals. — The  bill  would  delete  the  current 
medicaid  provision  pertaining  to  the  payment  for  hospital  services  on 
a  reasonable  cost  basis.  It  substitutes  a  provision  requiring  States  to 
reimburse  hospitals  at  rates  (determined  in  accordance  with  methods 
and  standards  developed  by  the  States)  that  are  reasonable  and  ade- 
quate to  meet  the  cost  which  must  be  incurred  by  efficiently  and  eco- 
nomically operated  facilities  in  order  to  meet  applicable  laws  and  qual- 
ity and  safety  standards.  The  section  further  requires  States  to  pro- 
vide assurances,  satisfactory  to  the  Secretary,  for  the  filing  of  uniform 
cost  reports  by  each  hospital  and  periodic  audits  by  the  State  of  such 
reports. 

Services  for  the  medically  needy. — The  bill  removes  most  of  the  cur- 
rent requirements  for  required  services  for  the  medically  needy  giving 
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greater  flexibility  to  the  States.  States  would  be  permitted  to  choose 
the  services  to  be  offered  to  the  medically  needy  without  being  bound 
by  requirements  pertaining  to  a  minimum  number  of  services  or  a  mix 
of  institutional  and  noninstitutional  services. 

Optional  coverage  for  students  receiving  aid  to  families  with  de- 
pendent childrem  {AFDC). — The  bill  amends  the  definition  of  "de- 
pendent child"  under  AFDC  to  persons  through  age  17,  or  age  18  if 
they  are  completing  high  school  in  their  18th  year.  The  bill  provides 
that  State  Medicaid  plans  may  limit  coverage  to  any  person  under  age 
19  who  meets  the  definition  of  dependent  child  under  AFDC. 

Time  limitation  for  waiver  request. — The  bill  would  require  the  Sec- 
retary to  approve  or  disapprove  a  proposed  State  plan,  plan  amend- 
ment, or  waiver  request  within  90  days  after  receiving  the  State  re- 
quest or  if  later,  90  days  after  receiving  information  needed  to  make  a 
final  determination. 

Pneumococcal  vaccine  benefit. — The  bill  authorizes  the  Secretary  to 
provide  vouchers  on  a  one  time  basis  in  FY  1982  to  the  noninstitu- 
tionalized  supplemental  security  income  population  age  65  and  over. 
In  the  future,  100  percent  Federal  matching  would  be  available  to 
States  for  providing  the  vaccination  to  the  SSI  recipients  age  65  and 
older. 

Nonmedical  services  for  certain  individuals. — The  bill  would  permit 
the  Secretary  to  waive  the  current  definition  of  covered  medicaid  serv- 
ices to  include  certain  nonmedical  support  services  which  are  provided 
pursuant  to  a  plan  of  care  to  an  individual  who  is  otherwise  at  risk  of 
being  institutionalized  and  who  would,  in  the  absence  of  such  services 
be  institutionalized. 

Maternal  and  Child  Health  Services  Block  Grant  Provisions 

The  bill  would  maintain  title  V  with  program  modifications  and  25 
percent  reduced  funding  from  the  fiscal  year  1981  level,  as  the  basis  for 
a  separate  block  grant  for  health  services  to  mothers  and  children.  The 
bill  consolidates  the  following  programs  into  the  Maternal  and  Child 
Health  Block  Grant :  hemophilia,  lead-based  paint  poisoning  preven- 
tion, genetic  disease  services,  the  sudden  infant  death  syndrome 
(SIDS)  program,  and  the  supplemental  security  income  disabled 
childrens'  program. 

Unemployment  Compensation  Provisions 

Elimination  of  the  national  trigger  for  the  extended  benefits  pro- 
gram.— Under  existing  law,  up  to  13  weeks  of  benefits  over  and 
above  the  usual  maximum  duration  of  26  weeks  for  regular  State 
unemployment  benefits  become  payable  in  times  of  high  unemploy- 
ment. Fifty  percent  of  the  cost  of  these  extended  benefits  are  paid 
from  the  proceeds  of  the  Federal  unemployment  tax.  The  basis  for 
the  extended  benefits  program  is  that  unemployed  workers  may  reason- 
ably be  unable  to  obtain  employment  for  a  longer  period  of  time  when 
jobs  are  scarce  as  indicated  by  high  levels  of  unemployment.  Conse- 
quently, the  law  requires  States  to  participate  in  the  extended  benefits 
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program  when  insured  unemployment  levels  in  the  State  have  in- 
creased by  at  least  20  percent  (measured  against  the  2  prior  years) 
and  an  insured  unemployment  rate  of  4  percent  has  been  reached. 
Present  law  also  requires,  however,  that  all  States  implement  the 
extended  benefit  program  when  the  national  insured  unemployment 
rate  reaches  a  level  of  4.5  percent.  This  "national  trigger"  can  result 
in  adding  up  to  3  months  of  benefits  in  a  State  which  has  experienced 
neither  a  particularly  high  level  of  unemployment  nor  any  relative 
growth  in  unemployment  levels. 

The  committee  amendment  would  delete  the  national  trigger,  effec- 
tive July  1, 1981. 

Exclude  extended  benefits  claimants  from  State  trigger  calcula- 
tion.— Under  existing  law,  the  Department  of  Labor  includes  extended 
benefits  claimants  in  the  insured  unemployed  population  used  to  cal- 
culate the  trigger  unemployment  rates  for  the  extended  benefits  pro- 
gram. This  means  that  two  States  with  essentially  identical  levels  of 
unemployment  will  have  different  insured  unemployment  rates  if  the 
extended  benefits  program  is  in  effect  in  one  State  and  not  in  effect  in 
the  other. 

The  committee  amendment  would  exclude  extended  benefits  recip- 
ients from  the  insured  unemployed  population  used  to  calculate  the 
State  trigger  insured  unemployment  rate,  effective  on  the  date  of 
enactment. 

Modification  of  optional  State  trigger  level  for  extended  benefits, — 
Under  present  law,  States  are  required  to  participate  in  the  extended 
unemployment  compensation  program  when  the  State  insured  unem- 
ployment rate  is  both  at  least  4  percent  (13-week  moving  average) 
and  at  a  level  20  percent  higher  than  the  insured  unemployment  rate 
in  the  State  during  the  comparable  period  in  the  two  preceding  years. 
States  which  are  not  participating  in  the  program  under  the  above 
criteria  are  nevertheless  permitted  to  participate  in  it  if  the  State 
insured  unemployment  rate  is  at  least  5  percent. 

The  committee  amendment  would  raise  the  mandatory  State  trigger 
to  5  percent  and  the  optional  State  trigger  to  6  percent,  effective  the 
week  after  September  25, 1982.  The  "20  percent  higher"  provision  for 
the  mandatory  trigger  would  be  retained. 

Require  20  weeks  of  work  for  extended  benefits. — Under  present 
law,  to  be  eligible  for  unemployment  compensation  benefits,  all  States 
require  an  individual  to  have  worked  for  a  certain  length  of  time 
or  to  have  earned  a  specified  amount  of  wages  in  the  base  period. 
These  requirements  are  designed  to  test  the  individual's  attachment 
to  the  labor  force  prior  to  loss  of  employment,  and  are  intended  to 
assure  that  only  workers  with  reasonably  firm  attachment  to  the  labor 
force  qualify  for  benefits. 

The  committee  amendment  would  require  extended  benefits  claim- 
ants to  have  worked  at  least  20  weeks  or  have  its  equivalent  in  wages 
in  the  1-year  base  period  to  qualify  for  benefits,  effective  for  weeks 
beginning  after  September  25,  1982.  The  equivalent  in  wages  could 
be  calculated  by  the  State  as  either  40  times  the  claimant's  weekly 
benefit  amount  or  1.50  times  the  claimant's  wages  in  the  quarter  with 
the  highest  wages. 
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Eliminate  benefits  for  those  who  vohmtarily  quit  military  service. — 
Under  existing  law,  a  servicemember  can  quit  the  military  and  still 
be  eligible  for  federally  financed  unemployment  compensation  bene- 
fits. By  contrast,  every  State  provides  for  the  disqualification  of 
civilians  who  voluntarily  leave  their  jobs,  are  discharged  for  miscon- 
duct, or  refuse  an  offer  of  suitable  work. 

The  committee  amendment  would  disqualify  for  unemployment 
compensation  benefits  those  exservice  members  who  voluntarily  leave 
the  service  and  refuse  to  re-enlist,  effective  July  1, 1981. 

Loan  reform. — Under  existing  law,  the  cost  of  unemployment  bene- 
fits payable  under  regular  State  unemployment  compensation  pro- 
grams (and  half  of  the  benefit  costs  arising  from  the  Federal-State 
extended  unemployment  compensation  program)  are  funded  through 
payroll  taxes  imposed  by  each  State.  If  tax  revenues  exceed  benefit 
costs,  the  surplus  amounts  are  retained  by  the  State  in  an  interest 
bearing  account  in  the  Unemployment  Trust  Fund.  If  benefit  costs 
exceed  revenues,  States  draAv  down  their  accumulated  surpluses 
from  prior  years.  If  those  surpluses  become  exhausted,  States  are 
allowed  to  receive  an  interest-free  loan  from  an  account  which  is 
funded  through  the  Federal  unemployment  tax  (and  is  supplemented 
by  borrowing  from  the  general  fund  of  the  Treasury).  States  are 
generally  expected  to  repay  such  loans  within  2  years.  If  a  State 
has  an  outstanding  loan  at  the  beginning  of  2  consecutive  years 
and  fails  to  make  full  repayment  by  November  10  of  that  year,  the 
Federal  Government  commences  to  collect  that  loan  by  raising  the 
Federal  unemployment  tax  on  employers  in  the  delinquent  State.  Un- 
til the  loan  is  repaid,  the  Federal  tax  rate  is  generally  increased  by 
0.3  percent  each  year  (up  to  an  ultimate  maximum  tax  rate  of 
3.4  percent  of  taxable  payrolls) . 

In  recent  years,  several  States  have  made  extensive  use  of  these 
interest-free  loans.  Some  $6  billion  in  unpaid  loans  are  now  outstand- 
ing and  in  11  States,  employers  are  subjected  to  an  increased  Federal 
unemployment  tax  rate.  The  committee  amendment  would  modify 
existing  loan  provisions  to  level  out  the  increased  taxes  faced  by 
employers  in  delinquent  States  contingent  upon  a  State  program 
meeting  certain  solvency  conditions.  The  amendment  would  also  make 
future  borrowing  subject  to  interest  (except  that  very  short-term 
borrowing  for  cash-flow  purposes  would  remain  interest  free) . 

Under  the  committee  plan,  interest  at  a  rate  of  10  percent  would  be 
charged  on  all  new  advances  after  May  5,  1981  unless:  (1)  those  ad- 
vances are  repaid  by  September  30  of  the  fiscal  year  in  which  they 
were  made  and  (2)  the  Secretary  of  Labor  certified  that  the  State  will 
be  able  to  meet  benefit  payments  without  the  need  for  additional  ad- 
vances for  at  least  6  months.  Interest  payments  could  not  be  paid  from 
the  State  unemployment  trust  fund  directly  or  indirectly  (for  exam- 
ple, by  use  of  an  offsetting  State  employer  tax  credit) .  All  repayments 
of  loan  principal  would  first  be  applied  against  the  principal  which 
had  been  longest  outstanding. 

The  committee  amendment  wrould  also  provide  for  a  "freeze"  on  the 
increased  rate  of  Federal  unemployment  tax  during  any  year  in  which 
a  State  meets  a  test  of  solvency.  This  test  would  require  that  the  State 
engage  in  no  new  net  borrowing  and  that  it  take  no  action,  the  net 


435 


effect  of  which  represents  a  relaxation  of  tax  effort  or  an  unfinanced 
liberalization  of  benefits.  The  "freeze"  would  be  set  at  0.6  percent  or 
the  level  of  increased  tax  applicable  in  the  preceding  year,  whichever 
is  greater.  In  States  where  the  insured  unemployment  rate  dropped  to 
or  below  80  percent  of  the  level  in  the  2  prior  years,  an  additional 
0.3  percent  increase  in  the  Federal  tax  rate  would  apply.  Conversely, 
in  States  with  high  unemployment,  as  reflected  by  at  least  6  months 
of  extended  benefits,  the  freeze  would  be  available  even  if  the  State 
did  require  some  additional  new  borrowing.  This  waiver  would  be 
available  only  to  States  with  State  unemployment  tax  effort  at  least 
50  percent  higher  than  the  national  average  and  only  for  a  maximum 
of  2  consecutive  years  with  repayment  of  any  new  borrowing  required 
2  years  after  the  State  no  longer  qualified  for  the  waiver. 

Both  the  interest  provision  and  the  provision  freezing  increases  in 
the  Federal  tax  in  delinquent  States  would  expire  on  October  1,  1984. 
unless  extended  bv  subsequent  legislation. 

Aid  to  Families  With  Dependent  Children  (AFDC)  Provisions 

Limit  ewmed  income  disregard. — Under  current  law,  in  determining 
AFDC  benefits,  States  are  required  to  disregard  from  the  recipient's 
total  income :  (1)  The  first  $30  earned  monthly,  plu9  one-third  of  addi- 
tional earnings;  and  (2)  any  expenses  (including  child  care)  reason- 
ably attributable  to  the  earning  of  any  such  income.  The  work  ex- 
pense disregard  is  available  to  both  recipients  and  new  applicants. 
The  $30  and  one- third  applies  only  to  those  already  on  the  rolls  and 
there  is  no  limitation  on  the  length  of  time  these  amounts  must  con- 
tinue to  be  disregarded. 

After  these  deductions,  whatever  income  remains  is  used  to  reduce 
the  amount  of  the  AFDC  grant.  The  "work-incentive"  disregard  does 
not  apply  to  individuals  who  terminate  or  refuse  employment  with- 
out good  cause,  or  who  fail  to  report  their  earnings. 

The  committee  amendment  would  standardize  the  work  expense  dis- 
regard at  $75  per  month,  cap  the  child  care  disregard  at  $160  per 
month,  and  apply  the  disregards  for  recipients  in  the  following  order : 

(a)  The  first  $75  of  the  family's  earned  income  (in  lieu  of 
itemized  work  expenses)  ; 

(b)  then,  the  cost  of  care  for  a  child  or  incapacitated  adult, 
up  to  $160  per  child  monthly ;  and 

(c)  finally,  $30,  plus  one-third  of  the  remainder  of  earned  in- 
come (not  already  disregarded) . 

As  under  current  law,  the  $30  and  one- third  disregard  would  not 
aPPly  ^  employment  has  been  refused  or  terminated  without  good 
cause,  and  the  work  expense  and  child  care  disregards  would  also  be 
denied. 

The  committee  amendment  would  also  allow  the  $30  and  one-third 
disregard  only  during  the  first  4  consecutive  months  in  which  a 
recipient  has  earnings  in  excess  of  the  standard  work  expense  and 
child  care  disregards;  thereafter,  the  amount  of  payment  would  be 
determined  without  benefit  of  the  $30  and  one-third  disregard  each 
month  that  the  family  continues  to  receive  AFDC  and  for  12  con- 
secutive months  after  AFDC  is  terminated. 
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Limit  allowable  resources. — Under  current  law,  the  equity  value 
(rather  than  fair  market  value)  of  resources  must  be  considered  in 
determining  AFDC  eligibility.  Regulations  establish  a  maximum  of 
$2,000  per  recipient  in  real  and  personal  property,  including  liquid 
assets,  which  States  may  exclude.  States  may  also  exclude  a  home,  per- 
sonal effects,  an  automobile,  and  income-producing  property. 

The  committee  amendment  would  place  a  limit  on  allowable  re- 
sources of  $1,000  (equity  value)  per  family,  excluding  the  home  and 
one  automobile.  The  value  of  the  automobile  would  be  limited  by 
regulations. 

Permit  offset  for  food  stamps  and  housing  subsidies. — Under  present 
law,  States  may  establish  the  standard  to  be  used  in  determining 
AFDC  payments.  The  standard  may  be  "consolidated,"  that  is,  provide 
a  dollar  amount  to  cover  all  basic  needs,  or  it  may  provide  amounts  for 
certain  specified  items.  Federal  regulations  do  not  require  that  a  stand- 
ard of  assistance  include  any  specific  items  or  number  of  items.  In 
setting  the  dollar  amount  of  the  standard,  a  State  may  or  may  not  take 
into  account  the  availability  of  food  stamps.  In  addition,  the  State 
standard  may  or  may  not  take  into  account  the  value  of  available 
housing  subsidies. 

The  committee  amendment  would  permit  States  explicitly  to  take 
into  account  the  value  of  benefits  received  from  food  stamps  or  housing 
subsidies.  This  would  be  done  by  treating  the  value  of  the  food  stamp 
coupons  or  housing  subsidy  as  income,  up  to  the  value  for  food  or 
shelter  that  is  included  in  the  State  standard. 

Limit  eligibility  to  150  percent  of  need  standard. — Under  current 
law,  there  is  no  limit  on  the  amount  of  gross  income  a  family  may  have 
and  still  remain  on  public  assistance.  As  a  work  incentive  for  AFDC 
recipients,  the  first  $30  plus  one-third  of  the  remainder  of  gross  earn- 
ings (in  addition  to  work  expenses)  is  disregarded  in  determining 
countable  income  for  computing  the  grant  amount. 

The  committee  amendment  would  limit  eligibility  for  AFDC  to 
families  with  gross  incomes  at  or  below  150  percent  of  the  State's 
standard  of  need. 

Count  lump-sum  payments. — Under  present  law,  any  payments  that 
meet  the  definition  of  income  (e.g.,  retroactive  social  security  benefits) 
are  counted  as  income  in  the  month  of  receipt  and  any  of  the  payment 
that  is  not  spent  in  that  month  is  usually  considered  a  resource  in 
the  months  thereafter. 

The  committee  amendment  would  require  that  large  payments,  to- 
gether with  other  income  remaining  after  the  application  of  disre- 
gards, be  considered  available  to  meet  ongoing  needs  in  the  AFDC 
program.  If  such  income  exceeds  the  standard  of  need,  the  household 
would  be  ineligible  for  aid.  Any  amount  of  the  income  that  exceeds  the 
monthly  needs  standard  would  be  divided  by  the  monthly  needs  stand- 
ard, and  the  household  would  be  ineligible  for  aid  for  the  number  of 
months  resulting  from  that  calculation.  Any  remaining  amount  would 
be  counted  as  income  in  the  first  month  following  the  period  of 
ineligibility. 

Assume  advance  payment  of  earned  income  tax  credit. — Under  pres- 
ent law,  the  earned  income  tax  credit  (EITC)  supplements  the  earn- 
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ings  of  the  working  poor  by  providing  tax  credits  or  rebates  through 
the  tax  system.  Eligible  employees  may  elect  to  receive  their  EITC 
in  the  form  of  advance  payments  added  to  their  paychecks,  rather  than 
waiting  until  the  end  of  the  year  to  apply  for  refunds.  For  purposes  of 
determining  AFDC  eligibility  and  benefit  amounts,  the  EITC 
(whether  received  as  an  advance  payment  or  an  income  tax  refund)  is 
counted  as  earned  income  when  actually  received. 

The  committee  amendment  would  provide  that  in  determining 
earned  income  for  AFDC,  the  EITC  advance  payment  that  the  indi- 
vidual is  eligible  to  receive  would  be  included,  regardless  of  whether  or 
not  he  has  applied  for  the  advance  payment  (i.e.,  if  the  individual  does 
not  receive  advance  EITC  payments,  an  amount  equal  to  what  he  could 
get  as  advance  payment  is  imputed  as  earned  income) . 

Count  income  of  stepparent. — Under  existing  law,  States  are  pro- 
hibited from  considering  the  income  of  a  stepparent,  unless,  under 
State  law,  stepparents  are  required  to  support  stepchildren  to  the 
same  extent  that  natural  parents  are  required  to  support  their  chil- 
dren. Income  can  only  be  counted  in  cases  in  which  the  welfare  agency 
receives  information  that  money  has  actually  been  contributed.  States 
are  allowed  to  prorate  AFDC  shelter  and  utility  benefits  when  an 
eligible  child  lives  with  a  relative,  including  a  stepparent,  who  is  not 
an  AFDC  recipient — as  long  as  the  total  income  exceeds  the  State's 
standard  of  need. 

The  committee  amendment  would  require  the  income  of  a  stepparent 
to  be  counted  in  determining  eligibility  and  benefit  amounts  for  AFDC 
applicants  or  their  children.  Countable  income  would  include  any 
amount  which  exceeds:  (1)  the  first  $75  of  earned  income  (a  smaller 
amount  may  be  prescribed  for  less  than  full-time  work) ;  (2)  the 
amount  specified  in  the  State's  standard  as  the  amount  needed  by  the 
stepparent  to  support  himself  and  his  dependents  living  in  the  same 
household;  (3)  amounts  paid  by  the  stepparent  to  dependents  living 
outside  the  household ;  and  (4)  payments  of  alimony  or  child  support 
to  individuals  not  in  the  same  household.  The  law  would  be  amended 
to  preclude  prorating  of  shelter  allowances  with  regard  to  persons  to 
whom  this  provision  applies. 

Provisions  related  to  employment  of  AFDC  recipients. — Under  ex- 
isting law,  recipients  of  AFDC  are  required  to  register  for  participa- 
tion in  the  Work  Incentive  (WIN)  program  unless  they  fall  within 
certain  exempt  categories  specified  in  the  Federal  statute  (e.g.,  mothers 
caring  for  children  under  age  6).  Under  the  WIN  program,  recipients 
may  be  required  to  accept  employment  or  participate  in  training.  In 
practice,  a  substantial  part  of  the  AFDC  caseload  is  not  served  by 
the  WIN  program  and  States  are  not  now  allowed  to  establish  alterna- 
tive work  requirements  which  do  not  conform  closely  to  the  WIN 
prosrram.  The  committee  approved  a  series  of  amendments  which  would 
modify  this  situation  so  as  to  provide  broad  flexibility  to  experiment 
with  alternative  ways  of  encouraging  work  effort  on  the  part  of  per- 
sons eligible  for  AFDC.  These  amendments  are  in  addition  to  the 
existing  Work  Incentive  Program  provisions,  which  remain  in  force: 

a.  Community  work  experience  program. — The  committee  amend- 
ment would  authorize  States  to  establish  community  work  experience 
programs  for  AFDC  recipients.  Under  these  programs,  recipients 
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could  be  required  to  work  on  useful  public  projects  in  return  for  their 
AFDC  grants.  The  amendment  requires  that  the  work  provided  meet 
appropriate  standards  with  respect  to  health,  safety,  and  other  condi- 
tions and  that  the  amount  of  work  required  in  relation  to  the  family's 
AFDC  payment  be  consistent  with  Federal  or  State  wage  provisions. 
Persons  exempt  under  present  law  from  participation  in  the  WIN 
program  would  also  generally  be  exempt  from  participation  in  this 
program  except  that  parents  caring  for  children  under  age  6  (but  not 
under  age  3)  could  be  required  to  participate  if  child  care  is  available. 

b.  Providing  jobs  as  an  alternative  to  AFDC. — The  committee 
amendment  would  also  permit  States  to  use  savings  from  reduced 
AFDC  grant  levels  to  make  jobs  available  on  an  entirely  voluntary 
basis.  Under  this  approach,  recipients  would  be  given  a  choice  between 
taking  a  job  or  depending  upon  a  lower  AFDC  grant  than  now  exists. 
States  implementing  this  provision  could  do  so  in  addition  to  or  as  an 
alternative  to  the  community  work  experience  approach. 

Under  this  amendment,  States  would  undertake  to  use  the  savings 
from  the  reduced  AFDC  grant  levels  to  provide  or  underwrite  job 
opportunities  for  AFDC  eligibles.  For  example,  States  could  pay  non- 
profit and  governmental  entities  a  subsidy  to  cover  part  of  the  wage 
costs  of  hiring  AFDC  eligibles.  (This  type  of  subsidy  would  also  be 
available  to  proprietary  as  well  as  nonprofit  child  day  care  providers 
but  only  if  taken  in  lieu  of  the  tax  credit  which  is  otherwise  available.) 
Acceptance  of  any  job  offered  as  a  part  of  this  program  would  be 
entirely  voluntary  on  the  part  of  the  individual  involved.  (This  would 
not  in  any  way  invalidate  or  suspend  work  requirements  otherwise 
applicable  under  Federal  or  State  law  as  they  apply  to  individuals  who 
receive  AFDC.)  At  State  option,  medicaid  coverage  could  be  continued 
for  participants  in  subsidized  employment  under  this  amendment. 

States  would  have  flexibility  to  implement  the  amendment  for  par- 
ticular areas  within  the  State  or  for  particular  categories  of  recipients 
and  would  also  have  the  flexibility  to  modify  the  rules  for  treatment  of 
income  so  as  to  avoid  situations  which  would  undermine  the  proposal. 
For  example,  modifications  might  be  needed  to  adjust  for  offsetting 
increases  in  food  stamp  entitlement  or  to  limit  or  eliminate  the  earned 
income  disregard  as  it  applies  to  those  who  choose  to  continue  receiving 
AFDC.  (States  would  not  have  authority  under  the  proposal  to  enlarge 
the  disregards  otherwise  allowable  under  Federal  law.) 

If  a  State  elected  to  utilize  this  provision,  its  costs  would  be  contained 
within  the  overall  level  of  welfare  costs  as  they  would  otherwise  exist. 
The  total  amount  of  Federal  funding  for  regular  AFDC  payments  and 
for  subsidies  provided  to  employers  under  the  voluntary  jobs  program 
could  not  exceed  the  present  level  of  estimated  AFDC  spending  in  the 
State  (after  enactment  of  the  other  AFDC  changes  in  the  committee 

bin).  . 

c.  Work  incentive  demonstration  projects. — As  an  additional  alterna- 
tive, the  committee  amendment  would  authorize  States  to  imple- 
ment 3  year  demonstration  projects  of  their  own  design  to  increase 
the  employment  of  welfare  recipients.  Participation  criteria  would 
have  to  follow  the  Work  Incentive  (WIN)  provisions  and  would  have 
to  be  applied  statewide.  However,  the  components  of  the  program  could 
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be  varied  in  different  regions  or  political  subdivisions  of  the  State. 
Earnings  derived  from  participating  in  the  project  would  not  make  a 
family  ineligible  for  AFDC. 

These  demonstration  projects  would  substitute  for  the  regular  WIN 
program,  and  each  participating  State  would  be  funded  at  a  level  equal 
to  its  1981  WIN  allocation  augmented  by  any  other  Federal  funding 
which  may  be  available  for  establishing  AFDC  work  programs  in  the 
State.  (These  funds  could  be  used  only  for  operating  the  work  incentive 
demonstration  project  and  could  not  be  used  for  direct  grants  to  par- 
ticipating families.)  States  wishing  to  utilize  this  provision  would  have 
to  submit  a  proposal  within  60  days  after  enactment.  The  proposal 
would  automatically  be  approved  unless  the  Secretary  of  Health  and 
Human  Services  notifies  a  State  in  writing  of  his  reasons  for  dis- 
approval within  45  days  after  the  plan  is  submitted. 

Prohibit  AFDC  payments  to  strikers. — Presently,  Federal  law  does 
not  expressly  exclude  strikers  from  AFDC  eligibility.  States  must  pay 
AFDC  benefits  to  households  where  the  caretaker  relative  is  not  re- 
quired to  work  but  could  be  working  if  not  involved  in  a  labor  dispute 
(as  long  as  the  family  meets  other  eligibility  requirements).  Where 
eligibility  is  based  on  the  unemployed  parent,  the  States  have  the 
option  of  paying  or  denying  benefits  to  households  where  the  parent's 
unemployment  results  from  a  strike. 

The  committee  amendment  would  require  States  to  specify  that 
striking  workers  must  comply  with  all  AFDC  provisions  concerning 
work  registration  and  training.  Xo  AFDC  would  be  payable  to  a 
family  in  which  the  caretaker  relative  is  engaged  in  a  strike  on  the 
last  day  of  the  month,  and  no  individual  participating  in  a  strike 
could  have  his  or  her  needs  included  in  computing  the  amount  of 
the  AFDC  grant. 

Eliminate  AFDC  payments  to  children  over  18. — Under  present 
law,  the  States  have  the  option  to  define  a  dependent  child  to  include 
students  age  18  through  20  who  are  regularly  attending  primary, 
secondary,  or  vocational  school,  and  even  college. 

The  committee  would  amend  the  definition  of  "dependent  child" 
to  provide  assistance  to  children  through  age  17.  or  18  if.  they  are 
completing  high  school  in  their  18th  year. 

Limitation  mi  AFDC  to  pregnant  women. — -Under  current  law,  the 
States  have  the  option  of  paying  AFDC  benefits  to  pregnant  women 
with  no  other  children. 

The  committee  amendment  would  prohibit  AFDC  for  pregnant 
women  with  no  other  children  until  the  last  3  months  of  pregnancy. 
However,  AFDC-eligible  pregnant  women  with  no  children  would  be 
covered  under  medicaid  from  the  determination  of  pregnancy. 

Restrict  AFDC  eligibility  for  unemployed  parents  (AFDC-U).— 
Under  present  law.  the  States  have  the  option  to  provide  AFDC-U 
benefits  to  families  where  both  parents  are  in  the  home  and  one  is 
unemployed.  Only  one  parent  must  be  unemployed  to  meet  this  eligi- 
bilitv  requirement ;  the  other  parent  may  be  employed. 

The  committee  amendment  would  limit  AFDC-U  eligibility  to 
those  families  in  which  the  principal  earner  is  unemployed.  The  prin- 
cipal earner  would  be  the  parent  who  earned  more  income  during 
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the  2  years  preceding  the  application  for  benefits.  Also,  the  law  would 
clearly  state  that  the  entire  family  will  be  ineligible  for  AFDC  if 
the  principal  earner  is  not  registered  for  work  or  training. 

Work  requirements  for  AFDC  parents  attending  college. — Under 
present  law,  children  16  and  over,  including  young  AFDC  parents,  are 
not  required  to  register  for  work  or  training  under  the  WIN  program 
if  they  are  attending  school  (including  college)  full-time.  Also  exempt 
from  the  WIN  registration  requirement  are  those  "caretakers"  caring 
for  a  child  under  age  6. 

The  committee  amendment  would  limit  the  exemption  from  work 
requirements  to  children  who  are  attending,  full-time,  an  elementary, 
secondary,  or  vocational  school.  Also,  the  exemption  for  caretakers 
would  be  limited  to  a  parent  or  relative  who  is  personally  caring  for 
a  child  with  only  brief  or  infrequent  absences  from  the  child. 

Require  retrospective  accounting  and  monthly  reporting. — Under 
current  law,  there  is  no  particular  accounting  period  for  determining 
AFDC  eligibility  and  benefits  except  that  a  person's  income  must  be 
considered  on  a  monthly  basis.  Federal  statute  also  makes  no  mention 
of  how  frequently  AFDC  recipients  must  make  reports  to  the  welfare 
agency.  Under  Federal  regulations,  however,  each  State  may  choose 
to  pay  "retrospectively"  or  "prospectively."  "Retrospectively"  means 
paying  a  recipient  after  a  month  has  ended — for  circumstances  that 
took  place  during  that  month.  "Prospectively"  means  paying  a  recip- 
ient during  or  before  a  month — based  on  what  the  recipient's  circum- 
stances are  expected  to  be  during  that  month. 

The  committee  amendment  would  require  States  to  adopt  a  system 
of  retrospective  accounting  along  with  monthly  reporting.  Prospective 
budgeting  would  be  used  in  the  first  month  after  application  to  pre- 
vent hardship  and  in  the  final  month  to  prevent  payment  of  benefits 
to  those  whose  circumstances  have  changed  and  who  thus  no  longer 
meet  the  needs  requirements. 

Eliminate  payment  of  less  than  $10, — Under  present  law,  States 
must  make  a  payment  to  families  eligible  to  receive  AFDC  regardless 
of  how  small  the  amount  of  the  payment. 

The  committee  amendment  would  prohibit  States  from  issuing 
AFDC  checks  in  amounts  less  than  $10  a  month.  Individuals  denied  a 
benefit  as  a  result  of  this  provision  would  be  considered  recipents  for 
all  other  purposes,  including  medicaid  eligibilty. 

Remove  W  percent  limit  on  vendor  payments. — Under  current  law, 
the  States  are  restricted  in  their  use  of  vendor  payments  (direct  pay- 
ments by  the  welfare  agency  for  housing:,  utilities,  etc.).  Vendor  pay- 
ments mav  not  be  used  in  more  than  20  percent  of  the  State's  AFDC 
caseload.  Use  of  vendor  payments  is  further  restricted  to  those  house- 
holds which  are  determined  to  be  unable  to  manage  funds  properly 
for  the  use  of  the  child. 

The  committee  amendment  would  remove  all  restrictions  on  the 
number  of  cases  in  which  vendor  payments  are  made  bv  a  State,  and 
allow  recipients  to  choose  to  have  vendor  pavments  made  even  though 
they  could  otherwise  receive  payments  directly.  There  would  not 
have  to  be  a  determination  that  the  household  cannot  manage  funds 
for  those  who  elect  to  receive  vendor  payments. 
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Recover  overpayments  /  pay  underpayments. — Currently,  Federal 
law  does  not  address  the  issue  of  overpayments  and  underpayments. 
By  regulation,  States  are  given  the  option  of  whether  or  not  to  re- 
coup overpayments.  However,  if  States  recover  overpayments  they 
must  also  pay  underpayments. 

The  committee  amendment  would  require  States  to  correct  over- 
payments and  underpayments  in  all  instances.  Recovery  of  overpay- 
ments would  be  made  from  current  assistance  payments,  available  in- 
come and  resources,  and,  for  an  individual  who  no  longer  receives  as- 
sistance, through  the  legal  process.  In  any  month  when  overpayments 
are  being  recovered,  the  AFDC  payment,  together  with  the  recipient's 
liquid  resources  and  all  income,  must  equal  at  least  90  percent  of  the 
payment  a  family  would  receive  if  there  were  no  disregards  from 
earned  income. 

Reduced  Federal  match  for  training. — Under  current  law,  the  Fed- 
eral Government  reimburses  States  for  75  percent  of  training  expenses 
for  employees  (or  those  preparing  for  employment)  of  State  or  local 
agencies  administering  the  AFDC  program.  All  other  administra- 
tive expenses  are  matched  at  a  50  percent  rate. 

The  committee  amendment  would  provide  that  all  expenses  related 
to  AFDC  administration,  including  training  expenses,  be  matched  by 
the  Federal  Government  at  a  50  percent  rate. 

Child  Support  Enforcement  (CSE)  Provisions 

Enforce  collection  of  past-due  child  support  and  alimony. — Under 
existing  law,  the  Secretary  of  Health  and  Human  Services  (HHS)  is 
required,  upon  the  request  of  a  State  having  an  approved  child  sup- 
port program,  to  certify  to  the  Secretary  of  Treasury  for  collection 
by  the  IRS  of  amounts  which  represent  delinquent  child  support  pay- 
ments. Collections  may  be  made  on  behalf  of  both  AFDC  and  non- 
AFDC  families. 

The  committee  amendment  would  provide  for  additional  use  of  the 
IRS  to  collect  delinquent  child  support  payments.  Upon  receiving 
notice  from  a  State  child  support  agency  that  an  individual  owes  past- 
due  support  which  has  been  assigned  to  the  State  as  a  condition  of 
AFDC  eligibility,  the  Secretary  of  the  Treasury  would  be  required 
to  withhold  from  any  tax  refunds  due  that  individual,  an  amount 
equal  to  any  past-due  support.  States  would  be  required  to  reimburse 
the  Federal  Government  for  the  cost  of  the  procedure. 

Collection  of  support  for  adults. — Under  current  law,  a  State  child 
support  agency  is  not  authorized  to  collect  support  (i.e.,  alimony)  on 
behalf  of  a  parent  of  a  child  for  whom  it  is  collecting  child  support. 
This  is  the  case  even  when  a  court  has  ordered  a  single  amount  for 
both  the  parent  and  the  child,  without  specifying  the  amount  payable 
on  behalf  of  each. 

The  committee  amendment  would  make  State  child  support  agen- 
cies responsible  for  collecting  support  for  a  child's  parent  (with  whom 
the  child  is  living)  as  well  as  for  the  child  himself,  effective  October  1, 
1981. 

Modify  collection  fee  for  non-AFDC  families. — Under  existing  law, 
States  are  required  to  provide  services  to  non-AFDC  families  request- 
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ing  assistance.  States  have  the  option  of  charging  a  fee  up  to  $20  and 
of  retaining  a  portion  of  the  child  support  payments  to  recover  costs 
of  administration  in  excess  of  the  application  fee. 

The  committee  amendment  would  require  States  to  charge  a  fee 
equal  to  10  percent  of  the  support  collected  for  non-AFDC  recipients 
who  use  the  child  support  enforcement  agency  services,  effective  Oc- 
tober 1,  1981.  This  10  percent  fee  would  be  charged  against  the  absent 
parent  and  added  to  the  amount  of  the  collection.  The  fee  would  be 
retained  by  the  State. 

Child  support  obligations  not  discharged  by  bankruptcy. — When 
the  Congress  enacted  the  child  support  legislation  in  1974  it  included 
a  provision  which  prohibited  the  discharge  in  bankruptcy  of  a  child 
support  obligation  which  had  been  assigned  to  a  State  as  a  condition 
of  AFDC  eligibility.  This  Social  Security  Act  provision  was  subse- 
quently repealed  by  section  328  of  Public  Law  95-598  (the  1978  revi- 
sion of  the  Bankruptcy  Act). 

The  committee  amendment  would  reinstate  the  provision  previously 
in  effect  declaring  that  a  child  support  obligation  assigned  to  a  State 
as  a  condition  of  AFDC  eligibility  is  not  discharged  in  bankruptcy, 
effective  October  1, 1981. 

Supplemental  Security  Income  (SSI)  Provisions 

Retrospective  accounting  for  SSI  recipients. — The  SSI  statute  pro- 
vides for  determining  a  recipient's  benefits  on  the  basis  of  the  income 
anticipated  in  the  calendar  quarter.  Redeterminations  are  to  be  made 
at  such  times  as  provided  by  the  Secretary.  There  is  no  provision  for 
regular  reporting  of  changes  in  income  or  other  factors  affecting  eligi- 
bility. 

The  committee  amendment  would  provide  that  SSI  eligibility  and 
benefit  amount  would,  in  general,  be  determined  on  a  one-month  retro- 
spective basis,  rather  than  a  quarterly  prospective  basis,  as  under  cur- 
rent law.  However,  for  the  first  month  of  eligibility  (the  month  in 
which  the  application  is  filed)  eligibility  and  benefit  amount  would 
both  be  determined  on  a  prospective  basis. 

Elimination  of  funding  of  rehabilitation  services  for  SSI  recipi- 
ents.— Under  current  law,  the  Secretary  of  HHS  has  authority  to 
reimburse  State  vocational  rehabilitation  agencies  for  services  to  blind 
and  disabled  recipients  of  SSI. 

The  committee  amendment  would  repeal  the  authority  of  the  Secre- 
tary of  HHS  to  reimburse  States  for  these  vocational  rehabilitation 
services,  effective  October  1, 1981. 

Social  Services  Block  Grant  Provisions 

The  committee  amendment  includes  a  social  services  block  grant 
which  consolidates  the  present  social  services  program  and  certain 
other  programs  under  the  Social  Securitj^  Act. 

Under  the  committee  amendment,  the  existing  portions  of  the  So- 
cial Security  Act  relating  to  child  welfare  services  (title  IV,  part  B) 
and  foster  care  and  adoption  assistance  (title  IV,  part  E)  would  be 
repealed  effective  October  1, 1981.  The  existing  title  XX  social  services 
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grant  program  would  be  replaced  by  a  social  services  block  grant  that 
would  incorporate  the  present  social  services,  day  care,  social  service 
training,  foster  care,  adoption  assistance,  child  welfare  services,  and 
child  welfare  training  programs.  An  estimated  $3,519  billion  will  be 
spent  on  these  programs  in  fiscal  year  1981 ;  a  total  entitlement  of  $2.- 
639  billion  would  be  provided  for  the  new  social  services  block  grant 
for  fiscal  year  1982  and  subsequent  fiscal  years.  This  figure  represents  a 
25  percent  reduction  from  the  amounts  available  in  fiscal  year  1981. 
There  would  be  no  requirement  of  non-Federal  matching  funds.  Day 
care  offered  under  the  block  grant  program  would  be  subject  to  appli- 
cable State  and  local  standards  but  not  to  Federal  standards  (States 
are  exempted  from  Federal  standards  under  present  law  until  July 
1981). 

A  State's  share  of  the  $2,639  billion  for  the  social  services  block 
grant  would  be  based  on  the  total  amount  to  which  the  State  was  en- 
titled under  the  various  programs  listed  above  as  a  portion  of  the  total 
amount  to  which  all  States  were  entitled  under  these  programs  as  of 
fiscal  year  1981. 

A  State's  share  would  be  reduced  by  an  amount  related  to  foster 
care,  adoption  assistance,  and  child  welfare  services  if  the  State  failed 
to  meet  certain  requirements  related  to  those  services.  Specifically,  the 
State  would  be  required  to  have  a  child  welfare,  foster  care,  and  adop- 
tion assistance  porgram  (as  under  titles  IV-B  and  IY-E)  which  in- 
cludes : 

(1)  A  services  program  designed  to  help  children  (for  whom 
the  State  may  be  required  to  assume  custody)  remain,  if  appro- 
priate, in  their  homes ; 

(2)  A  system  in  which,  for  each  child  for  whose  custody  the 
State  is  responsible,  a  plan  is  prepared  (and  subjected  to  periodic 
court  or  administrative  review)  that  is  designed — 

(a)  to  achieve  placement  in  the  least  restrictive  (most 
family-like)  setting  available,  or  a  return  to  the  child's  own 
home,  or  an  adoption  placement,  as  appropriate ; 

(b)  to  ensure  that  the  child  receives  proper  care; 

(c)  in  the  case  of  a  foster  care  placement,  to  ensure  periodic 
hearings  by  a  court  (or  agency  approved  by  the  court)  to  re- 
view or  determine  the  placement  then  in  the  best  interests  of 
the  child,  and 

(d)  to  provide  services  to  the  parents,  child  and  foster 
parents  in  order  to  improve  the  conditions  in  the  parent's 
home,  facilitate  return  of  the  child  to  his  own  home  or  the 
permanent  placement  of  the  child,  and  address  the  needs  of 
the  child  while  in  foster  care ; 

(3)  Adoption  assistance  for  children  with  special  needs; 

(4)  Methods  for  establishing,  and  periodically  reviewing, 
standards  for  foster  family  homes  and  child  care  institutions 
designed  to  ensure  appropriate  care ; 

(5)  A  statewide  information  system,  to  be  implemented  by 
October  1,  1983,  from  which  the  status,  demographic  character- 
istics, location,  and  goals  for  the  placement  of  every  child  who 
is  in  foster  care,  or  who  has  been  in  such  care  within  the  preceding 
twelve  months,  can  readily  be  determined ;  and 
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(6)  Provision  for  the  expenditure  by  the  State  with  respect  to 
such  child  welfare,  foster  care,  and  adoption  program,  for  a  fiscal 
year  of  an  amount  that  is  not  less  than  75  percent  of  the  amount 
expended  by  the  State,  during  Fiscal  Year  1981  under  section  408, 
and  parts  B  and  E  of  Title  IV  of  the  Social  Security  Act. 
However,  of  the  total  amount  allotted  to  a  State  under  the  social 
services  block  grant,  the  proportion  for  foster  care  for  a  fiscal 
year  may  not  exceed  the  proportion  so  expended  for  Fiscal  Year 
1981. 

A  State  which  does  not  meet  the  above  requirements  would  have  its 
social  services  block  grant  reduced  by  75  percent  of  the  Federal  funds 
for  foster  care,  adoption  assistance,  and  child  welfare  services  that  it 
received  in  Fiscal  Year  1981.  State  would  be  given  time  to  phase  into 
full  compliance  with  these  requirements  in  the  same  manner  as  under 
present  law. 

Under  the  Committee  amendment,  the  Secretary  of  Health  and 
Human  Services  would  be  directed  to  conduct  a  study  to  identify  such 
criteria  and  mechanisms  as  may  be  useful  for  the  States  to  assess  the 
effectiveness  and  efficiency  of  the  service  programs  under  the  block 
grant.  The  study  would  include  consideration  of  Federal  incentive 
payments  as  an  option  to  reward  high  performance  of  the  States  in 
the  services  programs.  The  Secretary  would  report  to  the  Congress 
the  results  of  this  study  within  1  year  after  the  provision  is  enacted. 

Trade  Adjustment  Assistance  Provisions 

The  committee  bill  would  amend  title  II,  chapter  2  of  the  Trade  Act 
of  1974  with  respect  to  adjustment  assistance  for  workers  by  requiring 
a  worker  to  exhaust  all  State  unemployment  insurance  (UI)  payments 
before  receiving  trade  readjustment  allowance  (TRA)  payments;  by 
limiting  the  amount  of  TRA  payments  to  State  UT  payment  levels ;  by 
limiting  the  duration  of  TRA  and  UI  payments  to  most  workers  to  52 
weeks ;  by  requiring  increased  efforts  by  beneficiaries  to  obtain  appro- 
priate work ;  by  incorporating  certain  provisions  of  State  unemploy- 
ment insurance  laws ;  by  changing  the  trade  impact  certification  stand- 
ard; by  broadening  the  authority  to  recover  overpayments;  and  by 
strengthening  the  training,  job  search,  and  relocation  aspects  of  the 
program. 
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II.  GENERAL  EXPLANATION 

A.  Provisions  Related  to  Old- Age,  Survivors,  and  Disability 

Insurance  (Part  A  of  Title  VII) 

ELIMINATION  OP  CHILD'S  INSURANCE  BENEFITS  IN  THE  CASE  OF  CHILDREN 
18  THROUGH  2  2  WHO  ATTEND  POST-SECONDARY  SCHOOLS 

(Section  701  of  the  Bill) 

Present  law. — Monthly  cash  benefits  are  paid  to  the  children  of  an 
insured  worker  when  the  worker  retires,  becomes  disabled,  or  dies.  The 
amount  of  the  child's  benefit  is  generally  equal  to  50  percent  of  the 
benefit  paid  to  the  retired  or  disabled  worker  and  75  percent  of  the 
worker's  benefit  in  the  case  of  a  surviving  child.  Child  beneficiaries  gen- 
erally continue  to  receive  benefits  until  they  marry  or  reach  age  18. 
Because  of  a  provision  enacted  in  1965,  child's  benefits  may  continue 
after  age  18  and  up  until  the  student  reaches  age  22  as  long  as  the 
student  can  establish  that  he  is  attending  high  school,  college,  gradu- 
ate school,  or  vocational  school  on  a  full-time  basis.  Benefits  can  con- 
tinue for  several  months  beyond  the  month  the  student  reaches  age  22 
(until  the  end  of  the  school  term)  if  the  student  has  not  yet  completed 
his  4-year  college  degree.  This  continuation  of  child's  benefits  beyond 
age  18  based  on  full-time  school  attendance  is  what  is  commonly  re- 
ferred to  as  the  social  security  "student  benefit." 

The  student  beneficiary  is  not  required  to  show  that  he  is  pursuing 
a  degree  or  that  his  academic  performance  has  been  satisfactory  in 
order  to  remain  eligible  for  benefits.  His  benefits  may  continue  during 
the  summer  months  or  during  any  other  period  of  nonattendance  of  4 
months  or  less  if  he  states  in  advance  his  intention  to  return  to  school 
immediately  after  this  period  or  if  in  fact  he  does  return  to  school. 

Like  all  social  security  benefits,  student  benefits  are  based  on  the 
earnings  record  of  the  insured  worker  and  do  not  take  into  account 
the  amount  of  income  which  may  be  available  to  the  student  from 
other  sources  (except  insofar  as  excess  earnings  under  the  earnings 
test  may  reduce  his  benefit).  Neither  does  the  amount  of  student  bene- 
fits payable  reflect  the  actual  expenses  incurred  by  the  student.  About 
886,000  students  received  benefits  in  1980.  About  80  percent  of  those 
students  attended  post-secondary  schools ;  20  percent  had  not  yet  com- 
pleted high  school. 

Committee  amendment. — Effective  August  1982,  the  committee 
amendment  would  eliminate  new  benefits  for  child  beneficiaries  18  or 
older  in  post-secondary  school  and  19  or  older  in  high  school.  However, 
students  18  or  older  who  began  post-secondary  school  before  May  1982 
would  be  able  to  continue  receiving  benefits.  The  amount  of  their 
benefits,  however,  would  not  be  adjusted  for  changes  in  the  cost-of- 
living  after  August  1981.  Further,  beginning  in  August  1982,  the 
amount  of  their  benefit  would  be  reduced  each  year  by  25  percent  of 
the  August  1981  amount.  Benefits  would  continue  until  the  student 
turned  22,  discontinued  his  education,  or  for  some  other  reason  ceased 
to  qualify  for  benefits.  (In  no  case  could  benefits  to  a  post-secondary 
student  18  or  older  continue  beyond  July  1985.)  In  addition,  beginning 
in  1982,  no  benefits  would  be  payable  to  these  post-secondary  students 
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during  the  summer  months,  defined  as  the  months  May  through 
August. 

Under  the  committee  amendment,  children  under  18  would  continue 
to  receive  benefits  without  regard  to  school  attendance,  as  under  pres- 
ent law.  A  child  attending  high  school  full-time  could  continue  to 
receive  benefits  beyond  his  18th  birthday,  but  only  until  his  19th 
birthday.  The  committee  amendment  makes  no  change  in  the  eligi- 
bility of  disabled  children  of  any  age  for  child's  benefits. 

Although  the  committee  believes  that  a  child  beneficiary's  benefits 
should  continue  long  enough  to  permit  him  a  reasonable  opportunity 
to  complete  high  school,  benefits  for  post-secondary  students  18  and 
older  should  be  gradually  eliminated  over  the  next  several  years. 
Federal  educational  assistance  is  available  for  post-secondary  students 
for  whom  financial  assistance  is  essential  to  complete  their  education. 
(Since  the  time  the  student  benefit  was  created  in  1965,  the  amount  of 
such  federally  funded  educational  assistance  has  grown  from  less 
than  $300  million  to  about  $7  billion  a  year.)  State,  local,  and  private 
resources  would  also  be  available  to  assist  these  students.  Programs 
whose  explicit  purpose  is  to  provide  financial  assistance  for  education 
would  be  able  to  tailor  the  amount  of  aid  to  the  educational  and  living 
expenses  incurred  by  the  student,  and  to  the  financial  resources  avail- 
able to  the  student  and  his  family. 

Several  recent  administrations,  including  the  Reagan  administra- 
tion, have  proposed  a  phase-out  of  student  benefits. 

Estimated  savings. — 

Fiscal  year:  M////ons 


These  savings  estimates  do  not  take  account  of  possible  increases  in 
educational  assistance  expenditures,  which  are  estimated  to  be  approx- 
imately $25  million  in  1982,  $10  million  in  1983,  and  $45  million  each 
year  thereafter. 


Present  law. — Social  security  beneficiaries  whose  average  lifetime 
earnings  in  covered  employment  are  low  receive  a  "minimum  benefit" 
which  is  higher  than  the  benefit  they  would  otherwise  receive  under 
the  benefit  computation  formula.  Low  average  earnings  can  result 
from  many  years  of  work  at  low  wages  or  from  a  few  years  of  covered 
work  at  relatively  high  wages.  The  1977  amendments  "froze"  the 
minimum  benefit  (or  primary  insurance  amount)  at  $122  per  month 
for  persons  who  reach  age  62,  become  disabled,  or  become  eligible 
for  survivor  benefits  based  on  the  earnings  of  a  worker  who  dies  after 
1978.  Under  the  pre-1977  law,  the  minimum  benefit,  like  all  other 
benefit  amounts  in  the  table  of  benefits,  rose  with  each  general  benefit 
increase;  $122  per  month  was  roughly  the  minimum  primary  insur- 


1981. 
1982 
1983 
1984 


$567 

1,  580 

2,  033 


REPEAL  OF  MINIMUM  BENEFIT  PROVISION 


(Section  702  of  the  Bill) 
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ance  amount  in  effect  in  1978.  The  new  "frozen"  minimum  used  in  post- 
1978  initial  benefit  computations  will  not  increase  in  future  years, 
although  a  beneficiary  who  receives  the  frozen  minimum  benefit 
amount  will  be  eligible  for  cost-of-living  adjustments  after  he  begins 
receiving  his  $122  benefit. 

Not  all  minimum  beneficiaries  actually  receive  $122  per  month. 
Workers  who  turned  62,  became  disabled,  or  died  in  1978  or  earlier, 
and  their  dependents  and  survivors  receive  whatever  minimum  bene- 
fit was  in  effect  at  the  time  they  first  became  eligible  for  benefits,  plus 
any  cost-of-living  adjustments  awarded  since  that  time.  For  instance, 
a  65  year  old  worker  who  retired  in  January  1981  (turned  62  in  1978) 
would  receive  a  minimum  benefit  of  $153  per  month.  In  addition,  under 
the  "transitional  guarantee"  rules  of  the  1977  amendments,  workers  re- 
tiring during  a  5-year  transition  period  ending  in  1983  may  receive 
a  minimum  benefit  larger  than  $122.  Finally,  some  individuals  receive 
benefits  which  in  some  cases  are  more  than  the  primary  insurance 
amount  of  $122  and  in  others  are  less — i.e.,  early  retirees  with  actu- 
arially reduced  benefits,  over  age  65  retirees  with  delayed  retirement 
credits,  and  dependent  spouses,  children,  and  certain  other  dependents. 

Congressional  intent  in  the  1977  amendments  was  to  gradually 
phase  out  the  minimum  benefit.  As  average  earnings  levels  in  the 
economy  tend  to  rise  in  the  future,  fewer  and  fewer  people  will  have 
average  lif  etime  earnings  in  covered  work  at  such  low  levels  that  they 
will  qualify  only  for  a  benefit  as  low  as  the  minimum,  since  the  mini- 
mum is  no  longer  increasing.  (An  individual  with  average  annual 
earnings  of  $1,700  will  currently  qualify  for  more  than  the  minimum 
benefit.)  About  3  million  persons  now  receive  the  minimum  benefit, 
including  workers,  dependents,  and  survivors. 

Committee  amnendment. — The  committee  amendment  would  elim- 
inate the  minimum  benefit  in  August  1981  for  all  present  and  future 
beneficiaries.  The  amount  payable  to  individuals  receiving  benefits 
based  on  the  minimum  primary  insurance  amount  in  August  1981 
would  be  recomputed  based  on  the  regular  benefit  formula.  The  pre- 
cise recomputation  procedures  to  be  used  would  be  prescribed  in  regu- 
lations issued  by  the  Secretary  of  Health  and  Human  Services  (HHS) . 
All  benefits  payable  to  new  beneficiaries  entering  the  rolls  in  August 
1981  or  later  would  likewise  be  based  on  the  regular  benefit  formula. 

The  committee  believes  that  the  minimum  benefit — an  amount  in 
excess  of  what  the  individual  would  receive  using  the  regular  benefit 
formula — no  longer  fulfills  the  purpose  originally  intended  by  Con- 
gress. Some  minimum  beneficiaries,  for  example,  are  Federal,  State, 
or  local  government  workers  with  other  government  pensions  who 
worked  many  years  in  public  employment  not  covered  by  the  social 
security  system.  The  Social  Security  Administration  (SSA)  estimates 
that  perhaps  as  many  as  10  to  12  percent  of  current  minimum  bene- 
ficiaries also  receive  public  pensions  based  on  noncovered  work. 

The  committee  also  believes  that  the  minimum  benefit  is  no  longer 
needed  since  Supplemental  Security  Income  (SSI)  is  now  available 
for  needy  aged  and  disabled  people.  SSI  was  established  in  1974  to 
provide  a  basic  level  of  income  support  for  the  needy  aged  (65  or 
older),  blind,  and  disabled.  According  to  the  administration,  about 
500,000  minimum  beneficiaries  already  receive  SSL  This  means  that 
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their  SSI  benefits,  which  are  currently  reduced  on  account  of  social 
security,  would  increase  dollar  for  dollar  to  replace  any  social  security 
benefits  lost  if  the  minimum  benefit  were  eliminated.  In  addition,  SSA 
estimates  that  another  580,000  persons  not  now  receiving  SSI  could 
qualify  for  benefits  if  the  minimum  benefit  were  eliminated. 

In  order  to  prevent  a  sudden  loss  of  income  for  needy  persons  aged 
60  to  64  who  are  presently  receiving  the  minimum  benefit  but  not  yet 
qualified  for  SSI  because  of  age,  the  committee  amendment  would  per- 
mit such  persons  to  receive  an  SSI  payment  not  to  exceed  the  dif- 
ference between  the  minimum  benefit  they  had  been  receiving  in  J uly 
1981  and  their  newly  recomputed  social  security  benefit.  In  order  to 
receive  such  an  SSI  payment,  these  individuals  would  have  to  qualify 
under  all  the  other  rules  of  the  SSI  program,  including  those  pertain- 
ing to  assets  and  income.  SSI  payments  authorized  under  the  commit- 
tee amendment  would  not  be  adjusted  for  increases  in  the  cost-of- 
living  ;  nor  would  these  60  to  64  year  old  persons  become  eligible  for 
certain  other  benefits  including  state  supplementation,  food  stamps, 
medicaid  or  social  services  as  a  result  of  this  amendment.  These  indi- 
viduals would  become  eligible  for  a  full  SSI  benefit  under  the  regular 
rules  of  the  SSI  program  when  they  turned  65,  or  became  blind  or 
disabled. 

In  light  of  the  fact  that  the  minimum  benefit  no  longer  serves  its 
original  purpose,  the  committee  believes  that  the  phase-out  enacted  in 
1977  is  too  gradual. 

Approximately  1.2  million  of  the  3  million  current  minimum  bene- 
ficiaries who  would  have  their  benefits  recalculated  because  of  this 
provision,  would  receive  no  net  reduction  in  social  security  benefits. 
The  recalculation  of  their  benefits  would  result  in  the  same  benefit 
amount  or  there  would  be  offsetting  increases  in  other  social  security 
benefits. 

[In  miilions  of  dollars;  fiscal  years] 


1981 

1982 

1983 

1984 

Estimated  savings: 

Gross  savings  

SSI  increase  

60 
10 

1,300 
330 

1,400 
330 

1,500 
430 

Net  savings  

  50 

970 

1,070 

1,070 

RESTRICTIONS  ON  BENEFICIARIES  OF  THE  LUMP-SUM  DEATH  PAYMENT 

(Section  703  of  the  Bill) 

Present  law. — A  lump-sum  death  payment  (LSDP)  of  $255  is  pay- 
able when  a  worker  who  is  fully  or  currently  insured  dies.  The  LSDP 
was  originally  designed  to  return  the  investment  of  a  worker  who  died 
before  he  received  benefits  at  least  equal  to  the  taxes  he  paid  during 
his  working  years.  It  was  later  restructured  to  function  simply  as  a 
death  benefit.  Although  it  has  been  computed  since  1950  as  three  times 
the  worker's  primary  insurance  amount,  a  statutory  maximum  of  $255 
was  enacted  in  1954.  All  lump-sum  death  payments  actually  paid  since 
1974  have  been  $255. 


454 


If  there  is  a  surviving  spouse  living  with  the  worker  at  the  time  of 
his  death,  the  LSDP  is  automatically  paid  to  that  person.  If  there  is 
no  widow  or  widower  eligible  to  receive  the  LSDP,  the  money  can  be 
paid  to  a  relative  or  other  person  who  assumes  responsibility  for 
funeral  expenses.  The  responsible  person  can  request  that  the  payment 
be  made  directly  to  the  funeral  home.  Also,  if  no  individual  files  a 
claim  for  the  LSDP  within  30  days  after  the  worker's  death,  the 
funeral  home  itself  may  apply  to  receive  the  LSDP  directly. 

Under  present  law,  the  lump-sum  death  benefit  is  payable  without 
respect  to  other  benefits  that  may  or  may  not  be  payable  based  on  the 
worker's  earnings  record.  In  fiscal  year  1978,  about  1.3  million  lump- 
sum death  payments  were  made,  costing  about  $332  million.  About 
46  percent  of  LSDP's  are  made  on  behalf  of  unmarried  deceased 
workers  who  have  no  survivors  eligible  to  receive  monthly  cash 
benefits. 

Committee  amendment. — The  committee  amendment  would  make 
the  lump-sum  death  benefit  payable  only  in  cases  where  there  is  a  sur- 
viving spouse  or  dependent  child  eligible  to  receive  it.  A  surviving 
spouse  living  with  the  worker  at  the  time  of  his  death  would  automat- 
ically receive  the  LSDP  as  under  current  law.  If  there  were  no  such 
surviving  spouse,  the  LSDP  would  be  payable  to  a  surviving  spouse  not 
living  with  the  worker  at  the  time  of  his  death  but  eligible  for  monthly 
cash  benefits  based  on  the  worker's  earning  record.  If  there  were  no 
such  surviving  spouse,  the  LSDP  could  be  paid  to  a  young  child  or  dis- 
abled child  of  the  deceased  worker  who  was  eligible  for  monthly  cash 
benefits  as  a  surviving  child.  The  amendment  would  be  effective  with 
respect  to  deaths  occurring  after  July  1981. 

The  committee  believes  this  modification  of  the  lump-sum  death 
benefit  would  insure  that  LSDP's  are  paid  only  to  persons  who  are 
actually  dependent  on  the  worker's  earnings  for  support  prior  to  his 
death. 

Estimated  savings. — 


Fiscal  year:  mnons 

1981     $35 

1982   200 

1983     210 

1984    215 


RECENCY  OF  WORK  TEST  FOR  DISABILITY  BENEFITS 

(Section  704  of  the  Bill) 

Present  laiv. — In  order  to  be  eligible  for  disability  insurance  bene- 
fits, a  worker  must  not  only  be  determined  to  be  disabled,  but  also 
must  meet  certain  insured  status  requirements.  To  be  insured  for  dis- 
ability benefits,  a  worker  must  generally  be  both  "fully  insured"  (gen- 
erally, one  quarter  of  coverage  for  each  year  since  1950  or  for  each 
year  since  the  worker  reached  age  21,  up  to  the  year  before  the  onset 
of  disability)  and  "insured  for  disability"  (worked  during  20  of  the  40 
quarters  immediately  preceding  the  onset  of  disability  or,  if  under  31, 
half  the  quarters  elapsed  since  age  21  but  at  least  6  quarters).  This 
means  that  a  worker  generally  retains  insured  status  for  disability 
benefits  for  up  to  5  years  after  leaving  covered  employment. 
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Committee  amendment. — In  addition  to  the  insured  status  require- 
ments already  a  part  of  present  law,  the  committee  amendment  would 
require  workers  first  becoming  disabled  6  months  before  enactment  or 
later  (and  coming  on  the  benefit  rolls  for  the  first  time  after  the  month 
of  enactment)  to  have  worked  in  covered  employment  during  6  of  the 
13  calendar  quarters  immediately  preceding  the  onset  of  disability. 
This  recency  of  work  test  was  part  of  the  original  disability  insurance 
law  enacted  in  1956,  but  was  repealed  2  years  later. 

The  committee  sees  this  amendment  as  a  means  of  strengthening  the 
link  between  loss  of  earnings  due  to  a  disabling  condition  and  replace- 
ment of  those  earnings  through  monthly  cash  benefits.  In  other  words, 
if  the  worker  has  not  actually  been  working  in  covered  employment 
for  several  years,  he  wras  not  depending  on  those  earnings  for  basic 
income  support  at  the  time  he  became  disabled.  Therefore,  the  com- 
mittee believes  it  is  unreasonable  to  argue  that  those  earnings  should 
be  partially  replaced  by  monthly  social  security  benefits  for  him  and 
his  family. 

Estimated  savings. — 

Fiscal  year:  "  M////ons 


REDUCTION  IN  DISABILITY  BENEFITS  ON  ACCOUNT  OF  OTHER  RELATED  PAY- 
MENTS ;  EXTENSION  OF  OFFSET  TO  DISABLED  WORKER  BENEFICIARIES  AGED 
62  THROUGH  64  AND  THEIR  FAMILIES;  CHANGE  IN  MONTH  IN  WHICH 
PAYMENTS  ARE  OFFSET 


Present  law. — Under  current  law,  a  reduction  is  made  in  a  worker's 
disability  insurance  (DI)  benefits,  and  in  benefits  to  his  dependents, 
for  any  month  during  which  the  worker  also  receives  worker's  com- 
pensation. This  offset,  or  reduction  in  DI  to  take  account  of  worker's 
compensation,  applies  only  when  the  worker  is  under  62  and  if  the 
total  benefits  payable  to  the  worker  or  family  exceed  80  percent  of  his 
"average  current  earnings"  prior  to  the  onset  of  disability.  Average 
current  earnings  generally  means  the  highest  annual  amount  of  cov- 
ered and  noncovered  wages  earned  during  the  6-year  period  consisting 
of  the  year  the  worker  became  disabled  and  the  5  preceding  years.  The 
offset  is  not  made  if  the  State  worker's  compensation  law  provides  for 
an  offset  against  social  security  benefits. 

The  amount  of  the  reduction  in  social  security  benefits  is  equal  to 
the  amount  by  which  total  social  security  benefits  plus  worker's  com- 
pensation exceeds  the  higher  of  two  limits :  80  percent  of  average  cur- 
rent earnings,  or  the  worker's  or  family's  total  DI  benefits.  The  com- 
bined payments  after  the  reduction  are  never  less  than  the  total  amount 
of  the  DI  benefits  payable  before  the  reduction.  The  offset  begins  in 
the  month  after  the  Social  Security  Administration  (SSA)  is  notified 
that  a  worker  is  entitled  to  a  worker's  compensation  payment  under  a 
Federal  or  State  law. 


1981. 
1982. 
1983 
1984 


$124 
350 
629 


(Section  705  of  the. Bill) 


Comndtt*A  o/ms/fidYn/'/rd. — The  committee  amendment  would  make 
v.:^:  modifications  of  the  present  workers  compensation  offset.  A] J 
three  changes  would  affect  workers  first  becoming  disabled  6  months 
before  enactment  or  later  f  and  coming  on  the  benefit  rolls  for  the  first 
time  after  the  month  of  enactment;.  First,  the  offset  provision  would 
be  expanded  to  include  other  disability  benefits  provided  by  Federal. 
State,  and  local  governments,  except  that  needs-tested  benefits. 
Veterans  Administration  disability  benefits,  and  benefits  based  on  pub- 
lic employment  covered  by  social  security  would  not  be  taken  into 
account.  Private  insurance  benefits  also  would  not  be  included  in  the 
on*  et.  The  amount  of  the  reduction  would  be  calculated  as  under  the 
present  worker's  compensation  offset  provision.  The  committee  believes 
this  amendment  is  needed  in  order  to  eliminate  duplicate  benefits  which 
r  ^compensate  some  disabled  workers,  discouraging  them  from  at- 
tempting to  return  to  work,  and  creating  unnecessary  Government 
'  zpenditurea. 

Second,  the  reduction  in  DI  to  take  account  of  disability  benefits 
provided  under  other  Government  programs  would  apply  not  only  to 
vorkers  under  62  and  their  families,  but  also  to  workers  62  through  64 
and  their  families.  The  committee  does  not  believe  that  workers  62 
through  64  should  be  treated  differently  under  this  provision  than 
workers  under  62. 

'1  bird,  the  reduction  would  be  made  not  in  the  month  following  the 
month  in  which  SSA  is  notified  of  the  concurrent  payment  of  the  two 
public  disability  benefits,  but  beginning  with  the  month  during  which 
the  concurrent  payment  actually  began.  This  change  would  allow  the 
duplicative  benefit  situation  to  be  corrected  more  promptly,  resulting 
in  trust  fund  savings  and  reduced  incentives  for  the  disabled  worker 
to  delay  reporting  the  receipt  of  other  disability  benefits  to  the  SSA. 

The  committee  recognizes  that  proper  implementation  of  this 
amendment  would  require  effective  exchanges  of  information  between 
the  Social  Security  Administration  and  other  agencies  or  organizations 
paying  benefits  based  on  disability.  The  bill  specifically  calls  for  such 
exchanges  of  information  among  the  Federal  agencies  involved, 
regardless  of  any  other  laws  that  may  be  designed  to  protect  the  pri- 
vacy cf  information  concerning  individual  benefit  rights  or  related 
information  necessary  to  the  administration  of  this  provision.  For  a 
number  of  legal  and  technical  reasons,  the  bill  doe-  not  similarly 
require  the  exchange  of  such  information  between  the  Social  Security 
Administration  and  non-Federal  agencies  or'  organizations  which  ad- 
minister plans  paying  benefits  based  on  disability;  however,  the  com- 
mittee recognizes  that  similar  exchanges  of  information  in  these  cases 
would  be  essential  to  the  operation  of  this  provision.  The  committee 
intends  that  such  cooperation  and  exchange  of  information  as  the 
Secretary  finds  necessary  shall  occur  and  anticipates  that  States  will 
he  willing  to  make  any  necessary  modifications  of  existing  laws  or 
regulations  otherwise  limiting  the  disclosure  of  the  necessary 
information. 


Fiscal  year:  smiton* 

1981  ......  -   $5 

1982   87 

1983   122 

1984   156 
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ELIMINATION  OF  USE  OF  TRUST  FUNDS  TO  PAY  FOR  VOCATIONAL 
REHABILITATION  SERVICES  FOR  DISABLED  BENEFICIARIES 


(Section  706  of  the  Bill) 


Present  law.—  Since  1965,  some  social  security  trust  fund  money  has 
been  used  to  reimburse  States  for  vocacional  rehabilitation  services 
provided  to  disabled  beneficiaries.  Present  law  limits  the  amount  of 
trust  fund  money  used  for  this  purpose  in  any  year  to  not  more  than 
1.5  percent  of  the  total  cost  of  benefits  for  disabled  beneficiaries  in  the 
preceding  year.  In  fiscal  year  1980,  96,000  beneficiaries  received  re- 
habilitation services,  at  a  total  cost  to  the  trust  fund  of  $113  million. 
This  year,  the  level  of  funding  for  these  services  has  been  sharply 
reduced  through  administrative  action. 

Committee  amendment. — The  committee  amendment  would  repeal 
Section  222(d)  of  the  Social  Security  Act,  effective  October  1,  1981, 
eliminating  trust  fund  support  for  vocational  rehabilitation.  States 
would  be  permitted  to  use  a  portion  of  the  proposed  social  services 
block  grant  funds  for  this  purpose  if  they  chose  to  do  so.  This  amend- 
ment would  remove  a  services  function  from  the  earnings-related  cash 
benefits  program. 

Estimated  savings. — 

Fiscal  year:  Mnnons 


Present  law. — Provisions  of  the  Pension  Reform  Act  of  1974  re- 
quire administrators  of  most  employee  pension  plans  to  furnish  plan 
participants  with  information  concerning  their  accrued  and  vested 
benefit  rights.  In  addition,  employers  are  required  to  maintain  records, 
in  accordance  with  Department  of  Labor  regulations,  sufficient  to  de- 
termine the  benefits  which  are  or  may  become  due  to  each  employee. 
While  some  pension  plans  have  not  kept  the  necessary  earnings  infor- 
mation, SSA  does  maintain  this  information.  It  is  not  always  readily 
accessible,  however,  thus  sometimes  requiring  a  manual  search.  SSA 
has  already  received  requests  from  plans  for  complete  earnings  his- 
tories of  plan  members  and  estimates  that  there  will  be  requests  for 
about  300,000  earnings  histories  during  the  next  5  years.  Under  the 
provisions  of  the  Freedom  of  Information  Act  and  the  Privacy  Act, 
the  cost  of  retrieving  and  transmitting  this  information  is  not  fully 
borne  by  the  requestor.  Part  is  financed  by  the  social  security  trust 
funds.  Prior  to  these  Acts,  SSA  was  receiving  full  cost  reimbursement 
for  these  requests. 

Committee  amendment. — The  committee  amendment  would  make 
clear  that  the  reimbursement  for  costs  incurred  in  providing  earnings 
information  to  employers  who  seek  to  comply  with  the  Pension  Reform 
Act  would  not  be  governed  by  the  Freedom  of  Information  Act  or 
by  the  Privacy  Act.  The  effect  of  this  amendment  would  be  to  permit 


1981 
1982. 
1983 
1984 


$87 
86 
73 


PENSION  REFORM  ACT ;  COST  REIMBURSEMENT 


(Section  707  of  the  Bill) 
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SSA  to  receive  full  reimbursement  for  these  costs.  This  change  would 
have  no  effect  on  individual  beneficiaries,  who  could  continue  to  receive, 
free  of  charge,  copies  of  records  of  their  own  earnings. 

Estimated  savings. — 


Fiscal  year:  mnons 

1981    -  

1982    --  -  $1 

1983    2 

1984     5 


ROUNDING  OF  BENEFITS 

(Section  708  of  the  Bill) 

Present  law. — At  each  stage  in  the  computation  of  benefits  (after 
calculation  of  a  worker's  average  indexed  monthly  earnings),  the 
amount  derived  is  rounded  up  to  the  next  higher  ten  cents. 

Committee  amendment. — Under  the  committee  amendment,  at  each 
stage  in  the  benefit  computation  (after  calculation  of  a  worker's  aver- 
age indexed  monthly  earnings) ,  the  amount  derived  would  be  rounded 
to  the  nearest  penny,  except  in  the  last  step — computation  of  the  final 
benefit  amount  payable — which  would  be  rounded  down  to  the  next 
lower  dollar  after  deduction  of  the  supplementary  medical  insurance 
premium.  The  new  rounding  rules  would  not  apply  to  benefits  for 
months  prior  to  July  1981. 

Estimated  savings. — 


Fiscal  year:  mnons 

1981  -     $1 

1982  .   74 

1983      253 

1984     276 


B.  Provisions  Related  to  Medicare 

REDUCTION  OF  THE  8.5  PERCENT  ROUTINE  NURSING  SALARY  COST 

DIFFERENTIAL 

(Section  711  of  the  Bill) 

Present  law. — Under  present  law,  medicare  reimburses  hos- 
pitals on  the  basis  of  their  "reasonable  costs."  Since  July  1,  1969,  the 
Secretary  has  by  regulation  paid  an  8.5-percent  plus  factor  for  inpa- 
tient routine  nursing  salary  costs  on  the  theory  that  older  patients 
require  more  nursing  care  than  the  average  patient.  There  was  no  ob- 
jective, convincing  evidence  in  1969,  that  this  plus  factor  was  war- 
ranted. Moreover,  in  the  years  since  1969,  there  have  been  changes 
in  medicare  law,  changes  in  the  way  services  are  furnished,  and 
changes  in  the  way  medicare  reimburses  for  routine  services  that  make 
the  cost  differential  even  less  tenable  today  than  when  it  was  adopted. 
For  example,  the  inclusion  in  1972  in  medicare  of  disabled  beneficiaries 
who  are  below  age  65  has  made  an  average  routine  per  diem  amount 
for  all  beneficiaries  (without  recognition  of  any  differential)  more  ap- 
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propriate.  Also,  with  the  growth  of  special-care  beds  (intensive  care, 
coronary  care,  etc.),  there  has  been  a  shift  of  the  intensely  ill  from 
general  routine-care  areas  to  these  special-care  units.  It  has  been  noted 
that  since  intensive  nursing  care  is  now  being  given  in  these  special- 
care  units,  the  nursing  cost  differential  for  routine  services  may  have 
become  less  necessary  than  in  the  past.  However,  despite  these  con- 
siderations, many  institutions  have  stated  that  a  differential  is  still 
justified. 

Committee  amendment. — The  bill  provides  for  a  reduction  in  the 
routine  nursing  salary  cost  differential  to  4.5  percent  beginning  with 
the  date  of  enactment.  The  bill  further  requests  the  Comptroller  Gen- 
eral to  conduct  a  study  to  deterimne  the  extent  (if  any)  to  which  the 
reasonable  cost  of  efficiently  providing  routine  inpatient  nursing 
services  to  medicare  patients  exceeds  the  average  cost  of  providing 
such  services  to  other  individuals.  The  committee  intends  to  reconsider 
the  appropriateness  of  a  nursing  differential  following  completion  of 
the  study. 

A  similar  provision  for  a  Comptroller  General  study  was  included 
in  the  Senate  version  of  the  Reconciliation  Act  of  1980,  which  passed 
the  Senate  on  June  30, 1980. 

On  July  16,  1980,  the  Comptroller  General  advised  the  committee 
that  a  study  of  the  routine  nursing  costs  which  are  attributable  to  the 
elderly  could  not  be  undertaken  without  additional  financial  re- 
sources— specifically  funds  to  contract  for  temporary  nursing  per- 
sonnel to  make  the  work  sampling  observations  at  the  study  hospitals — 
which  would  cost  about  $4  million. 

Although  the  provision  for  the  GAO  study  was  dropped  during  the 
House-Senate  conference  on  the  1980  Reconciliation  Act,  the  com- 
mittee has  been  informed  by  the  GAO  that  it  had  proceeded  to  develop 
a  work  sampling  methodology  for  the  study  and  had  tested  it  at  one 
hospital.  This  experience  has  confirmed  the  earlier  conclusion  by  GAO 
that  the  use  of  trained  nurses  to  make  the  observations  in  the  hospitals, 
though  quite  costly,  is  the  only  feasible  approach  to  accurately  and 
reliably  collect  the  data,  avoid  disruption  to  hospital  routines,  and 
provide  the  patient  privacy  necessary  for  hospital  and  patient  coop- 
eration. Therefore,  to  assure  the  successful  conduct  of  the  study,  it 
will  be  necessary  to  appropriate  supplemental  funds  specifically  for 
the  purpose  of  obtaining  the  required  contract  assistance. 

Estimated  savings. — 


Fiscal  year:  M////onS 

1981    -  $20 

1982     130 

1983    150 

1984      185 


REPEAL  OF  CERTAIN  BENEFIT  PROVISIONS  EXACTED  IX  19  8  0 

(Sections  712-717  of  the  Bill) 

Present  law.— The  "Omnibus  Reconciliation  Act  of  1980"  (P.L.  96- 
499)  included  a  number  of  benefit  expansions  in  the  medicare 
program. 
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1.  In  order  to  qualify  for  home  health  benefits  under  current  law,  a 
beneficiary  must  require  skilled  nursing  care,  speech  therapy,  or  physi- 
cal therapy.  Once  a  beneficiary  qualifies  for  home  health  benefits,  cer- 
tain other  services  such  as  occupational  therapy  are  covered.  P.L. 
96-499  included,  effective  July  1,  1981,  a  need  for  occupational  ther- 
apy as  a  qualifying  criterion  for  home  health  benefits. 

2.  P.L.  96-499  authorized  payment  under  medicare  part  A  for  inpa- 
tient detoxification  services  provided  in  a  freestanding  facility.  Under 
the  provision,  payment  would  be  made  to  the  facility  on  a  reasonable 
cost  basis  with  no  deductibles  or  coinsurance  required.  The  provision 
became  effective  April  1, 1981.  P.L.  96-499  also  required  the  Secretary 
to  conduct  a  study  on  the  appropriateness  of  extending  coverage  to 
drug  detoxification,  post-detoxification  rehabilitation,  and  outpatient 
detoxification  and  on  incentives  for  use  of  lower-cost  detoxification 
facilities. 

3.  Current  law  provides  coverage  for  hospitalization  in  conjunction 
with  a  noncovered  dental  procedure  where  warranted  by  an  underly- 
ing medical  condition  P.L.  96^99  authorized,  effective,  July  1,  1981, 
hospitalization  coverage  under  medicare  where  the  severity  of  the 
noncovered  dental  procedure  warrants  inpatient  care. 

4.  Under  prior  law,  beneficiaries  who  failed  to  enroll  when  initially 
eligible  for  medicare  could  do  so  only  during  an  annual  open  enroll- 
ment period  (January-March  of  each  year).  Reenrollment  was  per- 
mitted only  once.  P.L.  96-499  provided,  effective  April  1,  1981,  for 
continuous  open  enrollment  and  unlimited  reenrollment. 

5.  By  law,  States  can  buy  Medicare  Part  B  protection  (i.e.,  pay  the 
premium  amounts)  on  behalf  of  their  medicaid  eligibles  who  are  also 
eligible  for  medicare.  States  were  required  to  enter  such  "buy-in" 
agreements  with  the  Secretary  by  January  1,  1970.  P.L.  96-499  per- 
mitted States  to  enter  into  or  modify  such  agreements  during  calen- 
dar year  1981. 

6.  Under  current  reimbursement  arrangements  hospitals  may  receive 
periodic  interim  payments  (PIP)  from  medicare  which  are  not  di- 
rectly tied  to  the  receipt  of  bills.  In  order  to  provide  for  a  reduction 
in  fiscal  year  1981  expenditures,  P.L.  96-499  amended  the  PIP  proce- 
dure for  hospitals  to  provide  for  a  one-time  deferral  during  the  last 
month  of  fiscal  year  1981  of  amounts  equal  to  3  weeks  of  medicare 
payments.  Hospitals  would  receive  the  deferred  payments  early  in 
fiscal  year  1982.  The  committee  notes  that  the  provisions  would  have 
resulted  in  a  net  increase  in  program  costs  since  increased  interest 
expenses  incurred  by  hospitals  that  borrow  to  compensate  for  the  brief 
interruption  in  their  cash-flow  would  have  been  reimbursable. 

Committe  amendment. — The  committee  would  repeal  each  of  the 
provisions  noted  above  with  one  exception. 

In  the  case  of  the  amendment  which  would  have  provided  for 
continuous  open  enrollment  and  reenrollment,  the  committee  would 
repeal  only  that  provision  which  provides  for  continuous  open  enroll- 
ment. The  repeal  would  be  effective  on  the  date  of  enactment  of  this 
bill.  The  committee  intends  that  any  individual  who  enrolled  under 
Part  B  when  the  provisions  of  the  Omnibus  Reconciliation  Act  were  in 
effect  shall  not  have  this  enrollment  subsequently  denied. 
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Estimated  savings. — 


Fiscal  year:  Minions 

1981   1  $514 

1982   585 

1983      71 

1984...    81 


1  Net  additional  expenditures  in  1981. 

PNEUMOCOCCAL  VACCINE 

(Section  718  of  the  Bill) 

Present  law. — P.L.  96-611  authorized  medicare  part  B  coverage 
beginning  July  1,  1981,  for  pneumococcal  vaccine  and  its  administra- 
tion. The  legislation  provided  that  payment  for  these  services  would 
equal  100  percent  of  the  reasonable  charge  and  not  be  subject  to  the 
deductible  or  coinsurance  requirements.  Payment  could  only  be  made 
when  the  service  was  reasonable  and  necessary  for  the  prevention  of 
illness. 

Committee  amendments. — The  bill  repeals  the  provision  of  P.L. 
96-611.  Section  29  modifies  the  medicaid  program  to  authorize  Fed- 
eral assistance  for  pneumomoccal  vaccine  for  persons  least  able  to 
purchase  such  services  on  their  own. 

Estimated  savings. — 


Fiscal  year:  M(///ons 

1981      

1982       $44 

1983     24 

1984   24 


AUTHORITY  FOR  THE  SECRETARY  TO  IMPOSE  CIVIL  MONEY  PENALTIES  IN 
CASES  OF  MEDICARE  AND  MEDICAID  FRAUD 

(Section  719  of  the  Bill) 

Present  law. — Current  law  establishes  criminal  penalties  for  per- 
sons convicted  of  committing  specified  fraudulent  acts  under  medicare 
and  medicaid.  Fraudulent  activities  include :  filing  of  false  claims ;  mis- 
representation of  qualifications  of  an  institution  in  order  that  the  in- 
stitution can  qualify  as  a  provider ;  and  solicitation,  receipt  or  offering 
of  kickbacks,  bribes,  or  rebates.  Such  acts  are  punishable  by  a  maxi- 
mum fine  of  $25,000,  5  years  imprisonment,  or  both.  Current  law  also 
requires  the  Secretary  to  suspend  from  medicare  any  practitioner 
convicted  of  a  criminal  offense  and  any  institutional  provider  in  which 
a  managing  employee  has  been  so  convicted  and  to  require  the  State 
medicaid  agency  to  suspend  the  physician  or  provider  from  the  medi- 
caid program.  The  law  also  allows  the  Secretary  to  exclude  from 
medicare  individual  practitioners  or  providers  that  knowingly  or 
willfully  make  or  cause  to  be  made  any  false  statements  in  an  applica- 
tion for  payment,  or  submit  excessive  bills,  or  furnish  services  in 
excess  of  need. 
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Cases  of  potential  fraud  which  are  deemed  appropriate  for  prosecu- 
tion are  forwarded  by  the  Department  of  Health  and  Human  Services 
to  the  Department  of  Justice.  However,  many  of  the  cases  are  not 
brought  to  trial.  U.S.  attorneys  may  refuse  to  accept  medicare  and 
medicaid  fraud  cases  for  any  number  of  reasons:  e.g.,  the  U.S.  at- 
torney has  a  backlog  of  cases;  or  he  may  lack  sufficient  expertise  in 
medicare-medicaid  law  to  prosecute  and  may  feel  the  investment  of 
time  and  effort  to  acquire  the  expertise  is  not  warranted ;  or  the  num- 
ber of  counts  or  amount  of  money  involved  may  not  be  sufficient  in  his 
judgment  to  warrant  criminal  court  proceedings.  None  of  these  ex- 
amples imply  the  nonexistence  of  fraud  or  lack  of  culpability  on  the 
part  of  the  alleged  offender ;  they  only  indicate  the  U.S.  attorney's  un- 
willingness to  accept  many  cases  because  they  appear  to  be  unsuitable 
for  prosecution. 

Under  present  law,  when  a  decision  is  made  not  to  accept  a  case  for 
prosecution  the  only  recourse  for  the  Government  is  to  attempt  recov- 
ery of  the  overpayment  involved.  But  even  if  such  recovery  is  success- 
ful, the  offender  has  had  penalty-free  use  of  Federal  funds  for  a  period 
of  time. 

Currently,  eleven  executive  departments  and  sixteen  independent 
agencies  have  the  power  to  impose  civil  penalties,  either  through  ad- 
ministrative imposition  or  court  imposition  (assessment  by  a  court 
upon  application  of  the  agency  or  U.S.  attorney).  Under  the  civil 
money  penalty  provisions  for  nine  of  these  agencies,  assessment  author- 
ity lies  with  the  agency  itself. 

Committee  amendment. — The  bill  authorizes  the  Secretary  of  HHS 
to  assess  a  civil  monetary  penalty  of  up  to  $2,000  per  claim  against  any 
person  who  he  determines  has  filed  a  fraudulent  claim  under  the  med- 
icare or  medicaid  programs.  It  also  authorizes  the  Secretary  to  impose 
an  assessment,  in  addition  to  the  penalty,  of  up  to  twice  the  amount  of 
the  fraudulent  portion  of  the  claim  in  lieu  of  damages.  Persons  sub- 
ject to  a  penalty  would  be  given  written  notice  and  an  opportunity  for 
a  hearing  on  the  record  prior  to  imposition  of  a  penalty. 

Estimated  savings. — 

Fiscal  year:  •  Millions 


Present  law. — Under  current  medicare  law,  provider  agreements 
with  skilled  nursing  facilities,  unlike  those  with  hospitals,  are  required 
by  law  to  be  renewed  every  12  months;  under  certain  circumstances 
an  additional  2-month  period  is  allowed.  In  order  fo  renew  an  agree- 
ment with  medicare,  a  skilled  nursing  facility  must  undergo  a  survey 
to  confirm  its  compliance  with  applicable  health  and  safety  require- 
ments. While  the  Secretary  has  the  authority  to  reduce  the  frequency 
of  provider  agreements  for  other  participating  institutions,  he  does 


1981 
1982 
1983 
1984. 


$7 
7 
7 


LESS  FREQUENT  SURVEYS  OF  SKILLED  NURSING  FACILITIES 


(Section  720  of  the  Bill) 
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not  have  similar  flexibility  with  respect  to  skilled  nursing  facilities. 

Committee  amendment. — Upon  enactment,  the  bill  would  permit 
the  Secretary  to  enter  into  agreements  with  skilled  nursing  facilities 
for  periods  in  excess  of  12  months,  thus  removing  the  necessity  for  an 
annual  survey.  It  is  expected  that  less  frequent  surveys  would  be 
permitted  only  in  cases  where  the  facility  had  demonstrated  con- 
sistent compliance  with  medicare  conditions  of  participation.  The 
committee  intends  that  annual  surveys  would  continue  for  facilities 
with  significant  deficiencies  or  a  history  of  noncompliance  with  medi- 
care conditions  of  participation. 

Estimated  savings, — 

Fiscal  year:  muons 


PAYMENTS  TO  PROMOTE  CLOSING  AND  CONVERSION  OF  UNDERUTILIZED 

FACILITIES 


Background. — Studies  have  pointed  to  a  national  surplus  of  short- 
term  general  hospital  beds.  Excess  capacity  contributes  significantly 
to  hospital  costs  since  the  initial  construction  and  financing  expenses 
have  to  be  recovered  by  the  hospital.  In  addition  there  are  the 
continuing  expenses  associated  with  maintenance,  and  staffing  in- 
volved in  keeping  an  empty  bed  ready  for  use.  Surplus  beds  contribute 
to  cost  escalation  in  other  less  obvious  ways.  Unnecessary  or  under- 
utilized hospital  facilities  can  drain  scarce  manpower  and  generate 
scarcities  of  trained  personnel,  which  in  turn  drive  up  salaries  and 
may  even  threaten  the  quality  of  care.  Coupled  with  the  availability 
of  hospitalization  insurance,  bed  surpluses  tend  to  generate  pressures 
to  use  high  cost  hospital  beds  rather  than  less  expensive  alternative 
forms  of  care.  Additionally,  the  development  of  alternatives  to  in- 
patient facilities,  such  as  primary  care  and  community  home  care 
programs,  suffers  when  investment  is  needlessly  diverted  to  under- 
utilized hospital  bed  capacity. 

Committee  amendment. — The  bill  provides  for  including  in  hospital 
reasonable  cost  payments,  reimbursement  for  capital  and  increased 
operating  costs  associated  with  the  closing  down  or  conversion  to 
approved  use  of  underutilized  bed  capacity  or  services  in  nonprofit 
short-term  hospitals.  A  hospital  could  apply  for  such  payments  before 
or  after  the  conversion  or  closing  takes  place.  In  the  case  of  for-profit 
short-term  hospitals,  reimbursement  would  be  limited  to  increased  op- 
erating costs.  This  would  include :  costs  which  might  not  be  otherwise 
reimbursable  because  of  payment  "ceilings";  and  severance  pay, 
"moth-balling"  and  related  expenses.  In  addition,  payments  could  be 
continued  for  reasonable  capital  costs  in  the  form  of  depreciation 
allowances,  or  reimbursement  for  interest  payments  which  would 
ordinarily  be  applied  toward  payment  of  outstanding  debt  which  had 
been  incurred  in  connection  with  the  terminated  beds.  In  the  case  of  a 


1981. 
1982. 
1983. 
1984 


$4 
4 
4 


(Section  720 A  of  the  Bill) 
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complete  closing  down  of  a  hospital,  payments  would  continue  toward 
repayment  of  any  debt,  to  the  extent  previously  recognized  by  the 
program,  and  actually  outstanding. 

The  Secretary  would  establish  a  Hospital  Transitional  Allowance 
Board  which  would  consider  requests  for  such  payments.  Appropriate 
safeguards  would  be  developed  to  forestall  any  abuse  or  speculation. 
Prior  to  January  1,  1984,  not  more  than  50  hospitals  could  be  paid  a 
transitional  allowance  in  order  to  permit  full  development  of  proce- 
dures and  safeguards.  This  limited  application  will  also  provide  Con- 
gress with  an  opportunity  to  assess  the  effectiveness  and  economic  effect 
of  this  approach  in  encouraging  hospitals  to  close  or  modify  excess 
and  costly  capacity  without  suffering  severe  financial  penalty.  The 
Secretary  is  required  to  report  to  the  Congress,  on  or  before  Jan- 
uary 1, 1983,  an  evaluation  of  the  effectiveness  of  the  program  and  any 
recommendations. 

The  committee  recognizes  that  a  facility  which  is  generally  under- 
utilized, and  which  would  therefore  be  potentially  eligible  for  a  transi- 
tional allowance  to  finance  a  facility  conversion,  may  be  the  sole  or 
primary  source  of  care  for  needed  health  services  in  the  community.  It 
is  the  intent  of  this  committee  that  the  availability  of  a  transitional 
allowance  not  encourage  the  conversion  of  a  facility  that  is  needed  in 
the  community.  Therefore,  it  will  be  necessary  for  the  Hospital  Transi- 
tional Allowance  Board  to  determine  that  the  facility  conversion  will 
not  have  an  adverse  impact  on  access  to  needed  health  care  services 
before  the  Board  may  recommend  that  the  Secretary  establish  a  transi- 
tional allowance  for  the  hospital.  Only  in  those  cases  in  which  reason- 
able access  to  needed  health  care  services  will  not  be  jeopardized  may  a 
transitional  allowance  be  recommended. 


Estimated  Savings.- — 

Fiscal  year:  mnons 

1981      

1982      $2 

1983    7 

1984    -  19 


SERVICES 


(Section  720B  of  the  Bill) 

Present  law. — Medicare  currently  utilizes  more  than  200  different 
"localities"  throughout  the  country  for  purposes  of  determining  part 
B  "reasonable  charges."  For  example,  one  State  has  28  different  local- 
ities. The  committee  notes  that  this  has  led  in  many  instances  to  un- 
justified disparities  among  areas  of  the  same  State.  Additionally,  un- 
der present  law,  increases  in  prevailing  charges  are  limited  to  levels 
justified  by  changes  in  the  costs  of  practice  and  wage  levels.  The  com- 
mittee is  concerned  that  the  effect  of  present  law  is  to  further  widen 
the  dollar  gap  between  prevailing  charges  in  different  localities. 

Committee  amendment. — The  bill  provides  for  the  calculation  of 
statewide  median  charges  (in  any  State  with  more  than  one  locality) 
in  addition  to  prevailing  charges  in  the  locality.  To  the  extent  that 
any  prevailing  charge  in  a  locality  was  more  than  one-third  higher 
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than  the  statewide  median  charge  for  a  given  service,  it  would  not  be 
automatically  increased  each  year.  This  provision  would  not  reduce 
any  prevailing  charges  currently  in  effect.  However,  it  would  operate, 
to  the  extent  given  charges  exceed  the  statewide  average  by  more 
than  one-third,  to  preclude  automatically  increasing  those  charges. 

Under  existing  policy,  the  allowable  "customary  charge''  for  a 
new  physician  may  not  exceed  the  50th  percentile  of  charges  in 
the  locality.  The  bill  would  permit  new  physicians  in  localities  which 
are  designated  by  the  Secretary  as  physician  shortage  areas,  to  estab- 
lish their  customary  charges  at  the  75th  percentile  of  the  local 
charges  (rather  than  the  50th)  as  a  means  of  encouraging  doctors  to 
move  into  these  communities.  It  would  also  permit  established  physi- 
cians in  these  shortage  areas  to  move  up  to  the  75th  percentile  on  the 
basis  of  their  actual  fee  levels.  In  designating  physicians  shortage 
areas  the  bill  would  require  the  Secretary  to  apply  the  same  criteria 
as  is  utilized  in  determining  whether  rural  health  clinics  are  eligible 
to  participate  in  medicare. 

Estimated  savings. — 


Fiscal  year:  M////ens 

1981        

1982    $13 

1983       21 

1984   25 


LIMITATION  OX  REASONABLE  COST  AND  REASONABLE  CHARGE  FOR 
OUTPATIENT  SERVICES 

(Section  720C  of  the  Bill) 

Background. — As  a  result  of  various  limits  placed  by  public  agencies 
and  others  on  inpatient  hospital  expenditures,  some  hospitals  have 
sought  to  have  a  disproportionately  large  share  of  their  total  costs 
financed  by  the  revenues  from  their  outpatient  departments.  In  addi- 
tion, reimbursement  to  community  health  centers  and  similar  free- 
standing clinics  which  are  presently  paid  on  a  cost-related  basis,  have, 
according  to  the  General  Accounting  Office  sometimes  proved  to  be 
excessive. 

Committee  amendment. — The  bill  requires  the  Secretary  to  issue 
regulations  establishing  limitations  on  costs  or  charges  for  outpatient 
services  provided  by  hospitals,  community  health  centers  or  clinics  and 
by  physicians  utilizing  these  facilities.  Limits  would  be  required  to  be 
reasonably  related  to  the  reasonable  charges  in  the  same  area  for 
similar  services  provided  in  a  physicians  office.  It  is  the  desire  of  the 
committee  that  we  begin  to  equalize  the  reimbursement  for  similar 
services  which  are  provided  in  differing  ambulatory  settings,  thus 
removing  any  incentive  to  provide  services  at  any  one  particular 
location. 

Estimated  savings. — 


Fiscal  year:  Millions 

1981     

1982    $15 

1983    23 

1984    27 
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REDUCTION  IN  PAYMENT  FOR  INAPPROPRIATE  HOSPITAL  SERVICES 

(Section  20D  of  the  Bill) 

Present  law. — The  "Omnibus  Keconciliation  Act  of  1980"  (P.L. 
96^99)  added  requirements  to  medicare  and  medicaid  pertaining  to 
payment  for  inappropriate  hospital  services.  The  legislation  provided 
that  where  a  beneficiary  no  longer  requires  acute  hospital  services  but 
must  remain  in  the  hospital  because  a  medically  necessary  long-term 
bed  is  not  available  in  the  community,  the  hospital  will  be  reim- 
bursed at  a  daily  rate  equal  to  the  estimated  average  medicaid  skilled 
nursing  facility  (SNF)  or  intermediate  care  facility  (ICF)  rate, 
whichever  is  appropriate.  The  reduced  level  of  reimbursement 
would  not  apply  where  a  hospital's  annual  occupancy  rate  is  equal 
to  or  greater  than  80  percent.  In  determining  the  occupancy  rates 
of  public  hospitals  under  common  ownership,  where  patients  can  be 
transferred  among  the  related  institutions,  the  occupancy  rates  can 
(with  the  approval  of  the  Secretary)  be  calculated  on  an  aggregate 
basis  in  determining  whether  the  80-percent  test  is  satisfied.  The  pro- 
vision is  to  become  effective  on  the  date  final  implementing  regula- 
tions are  issued,  which  was  to  be  no  later  than  June  1, 1981.  Two  years 
after  enactment,  the  computation  of  occupancy  rates  is  to  be  adjusted, 
to  the  extent  feasible,  to  exclude  from  the  computation  those  long-term 
care  patients  who  should  not  be  in  the  hospital. 

The  purpose  of  this  provision  was  to  tailor  Federal  and  State  pay- 
ments for  the  patients  in  question  to  fit  more  closely  the  level  of  serv- 
ices that  long  term  patients  in  hospitals  actually  receive.  The  provision 
was  also  intended  to  encourage  the  conversion  of  excess  acute  care  beds 
to  needed  long-term  care  beds  where  appropriate. 

Committee  amendment. — Effective  upon  enactment,  the  bill  elimi- 
nates the  80-percent  occupancy  rate  exception.  Under  the  bill,  a  hos- 
pital's payments  would  be  reduced  by  medicare  if  there  is  an  excess 
of  beds  in  the  institution  in  which  the  patient  is  hospitalized,  or  an 
excess  of  hospital  beds  in  the  area,  which  could  presumably  be  con- 
verted to  long-term  care  use.  In  such  cases,  medicaid  could  pay  no 
more  than  the  reduced  amount. 

Estimated  savings. — 


Fiscal  year:                                 >  mnons 

1981    $30 

1982    90 

1983   100 

1984    115 


INCREASE  IN  THE  PART  B  DEDUCTIBLE 

(Section  720E  of  the  Bill) 

Present  law. — Under  the  Supplementary  Medical  Insurance  Pro- 
gram (part  B),  medicare  beneficiaries  are  required  (with  certain  ex- 
ceptions) to  incur  $60  in  expenses  for  covered  medical  services  before 
the  program  will  begin  making  payments.  The  deductible  is  not  appli- 
cable with  respect  to  radiologist  and  pathologist  services  furnished  to 
hospital  inpatients.  (Effective  July  1,  1981,  this  exception  will  only 
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apply  in  cases  where  the  physician  accepts  assignments  for  all  such 
services.)  The  deductible  will  also  not  apply  with  respect  to  certain 
surgical  procedures  performed  on  an  ambulatory  basis,  provided  cer- 
tain conditions  are  met.  Effective  July  1,  1981,  the  deductible  require- 
ments will  be  removed  for  home  health  services  reimbursed  under 
part  B. 

Committee  amendment. — The  part  B  deductible  is  fixed  by  law  and 
has  been  increased  only  once  since  the  inception  of  the  program.  The 
"Social  Security  Amendments  of  1972"  (Public  Law  92-603)  raised 
the  deductible,  effective  calendar  year  1973,  from  $50  to  $60.  In  view  of 
the  large  increase  in  medical  costs  and  program  expenditures  which 
has  occurred  since  1973,  the  committee  feels  it  is  appropriate  to  pro- 
vide for  a  modest  increase  in  the  deductible.  The  bill  therefore  raises 
the  part  B  deductible  to  $75  beginning  in  calendar  year  1982. 

Estimated  savings. — 


Fiscal  year:  mnons 
1981    - 

1982        $120 

1983      210 

1984        240 


DELETION  OP  CARRYOVER  PROVISION  FOR  THE  PART  B  DEDUCTIBLE 

(Section  720F  of  the  Bill) 

Present  law. — Under  the  Supplementary  Medical  Insurance  Pro- 
gram (part  B),  medicare  beneficiaries  are  required  to  incur  $60  an- 
nually in  expenses  for  most  covered  medical  services  before  the  pro- 
gram will  begin  making  payments.  Section  20E  of  the  bill  raises  this 
deductible  amount  to  $75  beginning  in  calendar  year  1982.  In  deter- 
mining whether  an  individual  has  met  the  deductible,  unreimbursed 
expenses  incurred  in  the  current  calendar  year  plus  those  incurred  in 
the  last  3  months  of  the  preceding  calendar  year  are  considered. 

Committee  amendment. — Effective  with  expenses  incurred  on  or 
after  October  1,  1981,  the  bill  excludes  medical  expenses  incurred 
during  the  last  quarter  of  the  preceding  calendar  year  in  determining 
whether  the  individual  has  satisfied  the  part  B  deductible  in  the  cur- 
rent calendar  year. 

Estimated  savings. — 


Fiscal  year:  Minions 

1981     -    

1982  .      $55 

1983    55 

1984    55 


INCREASE  IN  PART  B  PREMIUMS 

(Section  720G  of  the  Bill) 

Present  law. — Individuals  who  elect  to  be  covered  under  the  Sup- 
plementary Medical  Insurance  Program  (part  B),  are  required  to  pay 
a  monthly  premium.  The  amount  of  the  premium  is  currently  $9.60 ; 
it  is  slated  to  rise  to  $11.00  in  July  1981. 
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Prior  to  July  1973,  the  Secretary  annually  determined  the  premium 
rate  by  estimating  the  amount  necesary  to  meet  one-half  of  the  benefits 
and  administrative  costs  payable  from  the  part  B  trust  fund  for  the 
applicable  12-month  period,  plus  a  contingency  reserve.  The  Federal 
Government  appropriated  out  of  general  revenues  a  contribution  equal 
to  the  total  of  the  premiums  paid  by  the  elderly  to  finance  the  remain- 
ing half  of  the  Supplementary  Medical  Insurance  program's  costs. 

The  "Social  Security  Amendments  of  1972"  (Public  Law  92-603) 
and  subsequent  amendments  modified  the  method  by  which  premiums 
were  calculated  to  limit  increases  in  premium  amounts  to  the  percen- 
tage by  which  monthly  cash  benefits  increased  in  the  interval  since  the 
premium  was  last  increased.  Under  current  law  the  Secretary  is  re- 
quired to  calculate  each  December  the  premium  amount  for  the  aged, 
to  be  effective  the  following  July  the  new  premium  rate  is  the  lower 
of :  (a)  the  actuarial  amount  sufficient  to  cover  one-half  of  the  benefits 
to  be  effective  the  following  July.  The  new  premium  rate  is  the  lower 
for  the  aged  plus  administrative  costs,  and  a  contingency  amount ;  or 
(b)  the  current  premium  amount  increased  by  the  percentage,  by 
which  social  security  cash  benefits  will  increase  the  following  May 
over  the  amount  in  effect  in  May  of  the  current  year.  The  premium 
rate  calculated  for  the  aged  is  also  paid  by  disability  beneficiaries, 
who  are  under  age  65,  even  though  they  have  higher  health  costs  than 
the  elderly. 

In  announcing  the  rate  to  be  effective  July  1,  1981,  the  Secretary 
specified  that  the  amount  which  would  be  sufficient  to  cover  one-half 
of  the  part  B  costs  of  the  aged  is  $22.60  ($36.60  for  the  disabled). 
However,  because  premium  increases  have  been  limited  to  the  per- 
centage by  which  social  security  cash  benefits  have  increased,  the 
premium  amount  actually  promulgated  for  the  period  is  $11.00.  There- 
fore for  the  period  beginning  July  1,  1981,  beneficiary  premium  con- 
tributions will  be  equal  to  24.3  percent  of  anticipated  part  B  costs 
for  the  aged  and  15.0  percent  of  such  costs  for  the  disabled. 

Committee  amendment. — The  committee  notes  that  under  current 
law  beneficiary  premium  contributions  when  measured  as  a  percen- 
tage of  total  part  B  costs,  can  be  expected  to  continue  to  decline.  Ef- 
fective July  1,  1982,  the  bill  provides  for  maintaining  the  beneficiary 
part  B  premium  at  24  percent  of  total  program  costs.  Only  costs  at- 
tributable to  services  provided  to  the  aged  will  be  used  in  making  this 
determination.  The  calculation  will  be  based  on  estimates  for  the  part 
B  program  as  reported  by  the  Secretary  each  December,  beginning 
December  1981.  For  the  period  beginning  July  1,  1982  and  subsequent 
1-year  periods  the  part  B  premium  paid  by  the  aged  will  represent 
approximately  the  same  percentage  of  medicare  expenditures  for  aged 
medicare  beneficiaries  as  the  rate  promulgated  for  the  1-year  period 
beginning  July  1,  1981.  As  in  the  past,  the  premium  amount  cal- 
culated for  the  aged  will  also  be  applicable  to  the  disabled. 

Estimated  savings. — 

Fiscal  year:  mnons 


1981 
1982 
1983 
1984. 


$110 
410 
800 
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MEDICARE  PAYMENTS  SECONDARY  EN  CASES  OF  END-STAGE  RENAL  DISEASE 

(Section  720H  of  the  BiU) 

Present  law. — Under  present  law,  individuals  eligible  for  medicare 
coverage  because  of  kidney  failure  qualify  for  protection  beginning 
with  the  first  day  of  the  third  month  after  the  month  in  which  dialysis 
is  initiated.  Those  who  require  kidney  transplantation  are  covered  be- 
ginning in  the  month  in  which  the  individual  is  hospitalized  for  the 
transplantation  procedure.  TThen  an  individual  becomes  eligible  for 
medicare  in  such  instances,  medicare  benefits  are  immediately  payable 
without  regard  to  any  other  health  insurance  coverage  the  individual 
may  have — i.e.,  medicare  is  the  primary  payor  of  benefits  for  end-stage 
renal  patients. 

Committee  amendment. — Today  many  private  health  insurance 
plans  provide  very  comprehensive  health  benefit  protection,  including 
protection  against  catastrophic  health  expenses.  However,  in  the  case 
of  end-stage  renal  patients,  such  plans  now  pay  little,  if  anything, 
toward  the  costs  of  kidney  dialysis  treatments  or  organ  transplanta- 
tion. This  is  because  most  health  plans  (and  particularly  group  plans 
that  cover  workers  and  their  dependents)  contain  provisions  that  are 
intended  to  prevent  payment  of  benefits  where  the  insured  is  also 
entitled  to  benefits  as  a  result  of  coverage  under  a  program  such  as 
medicare.  The  private  plans  may  pay  a  reduced  amount  of  benefits 
which,  when  added  to  any  benefits  paid  by  another  plan,  will  not  exceed 
100  percent  of  the  actual  expenses  incurred  by  the  insured.  However, 
since  medicare  pays  first  and  provides  very  comprehensive  benefits  for 
those  with  end-stage  renal  disease,  private  plans  pay  little  of  the  ex- 
penses incurred  by  most  end-stage  renal  patients. 

The  bill  changes  the  benefit  coordination  arrangements  between  the 
medicare  end-stage  renal  program  and  any  other  health  benefits  to 
which  an  individual  may  be  entitled  by  making  any  private  coverage 
primary  to  medicare  for  an  initial  12  months  after  the  beneficiary 
is  determined  eligible  for  medicare  coverage  under  the  end-stage  renal 
provisions  of  the  law.  During  this  period,  medicare  would  not  reim- 
burse any  expense  to  the  extent  that  payment  is  made,  or  can  reason- 
ably be  expected  to  be  made  (as  determined  by  regulation),  by  any 
private  health  plan  or  policy  of  insurance.  Medicare  would  become 
the  primary  payor  (i.e.,  pay  benefits  without  regard  to  any  other 
coverage)  beginning  with  the  thirteenth  month  following  the  month 
in  which  entitlement  to  medicare  end-stage  renal  benefits  was  estab- 
lished. This  coordination  provision  would  apply  only  in  instances  of 
patients  entitled  to  benefits  under  the  medicare  renal  program  who 
are  under  age  65  and  who  are  not  in  receipt  of  disability  cash  benefits. 

In  the  event  payment  by  a  private  plan  or  policy  is  less  than  any 
amount  charged  for  a  covered  item  or  service,  medicare  (in  its  role  as 
secondary  payor)  would  pay  no  more  than  the  program  would  other- 
wise have  paid  in  the  absence  of  such  private  coverage.  Furthermore, 
any  medicare  payment,  when  combined  with  amounts  paid  by  a  private 
plan,  could  not  exceed  100  percent  of  the  amount  recognized  as  reim- 
bursable under  the  private  plan  (without  regard  to  any  deductibles, 
coinsurance  or  copayments  imposed  by  such  private  plan)  or,  if  higher. 
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the  amount  recognized  as  reasonable  under  medicare  (without  regard 
to  any  deductibles  or  coinsurance  imposed  by  the  medicare  program). 

The  committee  expects  physicians  and  providers  and  suppliers  of 
health  services  to  end-stage  renal  patients  to  recognize  that  the  pur- 
pose of  this  provision  is  only  to  change  the  coordination  of  benefits  re- 
lationships between  medicare  and  private  health  benefit  coverage  to  the 
extent  that  any  private  coverage  is  present  at  the  onset  of  end-stage 
renal  disease.  Reimbursement  for  covered  expenses  for  care  of  such 
patients  is  still  assured,  though  the  apportionment  of  such  expenses 
between  private  plans  and  medicare  will  be  somewhat  different  for 
the  initial  12-month  coverage  of  those  patients  who  have  other 
health  benefit  coverage.  Therefore,  the  committee  expects  that  no  end- 
stage  renal  patients  will  be  denied  needed  care  or  services  by  reason 
of  the  enactment  of  this  coordination  of  benefits  provision.  The  com- 
mittee intends  that  the  provision  would  not  result  in  a  reduction  in 
medicare  beneficiaries  combined  protection  under  the  medicare  and 
private  insurance,  programs.  The  committee  is  also  concerned  about 
potential  job  discrimination  resulting  from  this  action,  and  directs 
the  Secretary  to  investigate  promptly  complaints  of  this  nature,  and 
report  his  findings  to  the  Congress.  The  coordination  provision  would 
be  effective  with  the  date  of  enactment. 

The  bill  also  would  deny  deduction  as  a  business  expense  to  any  em- 
ployer the  expenses  paid  or  incurred  by  such  employer  for  a  health 
plan,  if  such  plan  contains  a  discriminatory  provision  that  reduces 
or  denies  payment  of  benefits  for  renal  patients.  This  provision  would 
be  effective  with  taxable  years  beginning  on  or  after  January  1,  1982. 

Estimated  savings. — 

Fiscal  year:  M////onS 


MEDICARE  PAYMENTS  SECONDARY  TO  FEDERAL  EMPLOYEES  HEALTH  BENE- 
FITS PROGRAM  PAYMENTS 


Present  law. — Under  present  law,  Federal  employees  and  annuitants 
and  their  dependents  or  survivors  receive  health  insurance  protection 
under  the  Federal  Employees  Health  Benefits  (FEHB)  program  au- 
thorized by  the  Federal  Employees  Health  Benefits  Act  of  1959  (5 
TT.S.C.  8901)  as  amended.  The  Federal  Government  contributes,  on 
the  average,  60  percent  of  the  premium  cost  of  the  health  plan  chosen 
bv  a  FEHB  program  enrollee,  with  the  enrollee  paying  the  balance. 
The  actual  percentage  of  the  Federal  contribution  varies  depending  on 
the  plan  selected,  but  in  no  case  does  the  Federal  Government  pay  more 
than  75  percent  of  the  premium  cost. 

When  an  active  or  retired  Federal  employee  reaches  age  65  (or 
has  received  social  security  disabilitv  benefits  for  2  years),  he  quali- 
fies for  medicare  part  A  (hospital)  coverage  if  he  is  eligible  for 


1981 
1982 
1983 
1984 


$95 
165 
180 


(Section  7201  of  the  Bill) 
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social  security  benefits.  In  addition,  he  may  voluntarily  purchase  medi- 
care part  B  coverage.  The  medicare  program  (except  in  a  few 
instances)  makes  payment  for  covered  medical  expenses  first, 
without  regard  to  any  other  health  benefits  to  which  an  individual  may 
be  entitled.  As  a  result,  when  health  expenses  are  incurred  by  an  in- 
dividual with  entitlement  under  both  the  FEHB  program  and 
medicare,  and  the  expenses  are  covered  under  both  programs,  medi- 
care makes  payment  first  for  the  covered  services.  The  FEHB  plan 
in  which  the  individual  is  enrolled  then  pays  up  to  100  percent  of  the 
remaining  covered  expenses — i.e.,  the  FTEHB  plan  pays  only  to  the 
extent  that  medicare  has  not  already  paid  for  the  services  covered  by 
the  FEHB  plan. 

Committee  amendment. — Effective  January  1, 1982,  the  bill  provides 
that  for  Federal  employees  and  annuitants  who  have  coverage 
under  both  the  medicare  and  FEHB  programs,  the  medicare  pro- 
gram would  become  the  secondary  payor,  paying  only  those  bills 
for  covered  services  which  have  not  been  paid  by  a  FEHB  plan; 
the  FEHB  plans  would  thus  become  the  payors  of  first  resort 
for  medicare  eligibles.  The  medicare  payments  would  be  made 
without  reduction  for  the  medicare  deductibles  or  coinsurance. 
However,  the  amount  that  medicare  would  pay  toward  the  medi- 
cal expenses  of  individuals  with  dual  entitlement  under  both  the 
medicare  and  the  FEHB  programs  could  not  exceed  the  amount 
which  medicare  would  otherwise  have  paid  if  the  expenses  were 
not  covered  by  a  FEHB  plan.  In  addition,  the  bill  provides 
that  medicare  payments  for  those  with  dual  entitlement,  when  com- 
bined with  the  amount  payable  under  a  FEHB  plan,  may  not  exceed 
an  amount  equal  to  (1)  the  amount  that  medicare  would  have  paid 
with  respect  to  the  individual  in  the  absence  of  a  primary  payor ;  plus 
(2)  the  amount  that  the  FEHB  plan  would  have  paid  with  respect  to 
the  individual  if  it  had  been  the  secondary  payor.  The  committee 
intends  that  the  provision  would  not  result  in  a  reduction  in  medicare 
beneficiaries'  combined  protection  under  the  medicare  and  FEHB 
programs. 

The  committee  bill  would  permit  the  Secretary  of  HHS  and  the 
Director  of  OPM  to  enter  into  an  arrangement  for  the  coordination 
of  payments  under  medicare  and  the  FEHB  plans  that  would  greatly 
facilitate  administration.  Under  the  proposed  coordination  arrange- 
ment, medicare  and  FEHB  plan  claims  would  continue  to  be  proc- 
essed in  exactly  the  same  manner  as  under  present  law,  thus  avoiding 
any  disruption  of  existing  beneficiary  and  provider  billing  practices 
or  of  the  claims  processing  policies  and  procedures  of  the  many  pri- 
vate health  benefit  organizations  that  process  medicare  and  FEHB 
plan  claims.  The  extent  of  the  medicare  overpayments  (i.e.,  the  FEHB 
plan  underpayments)  that  would  result  would  be  actuarially  deter- 
mined on  an  aggregate  basis.  Provision  is  made  for  the  medicare  pro- 
gram to  recoup  its  excess  payments  by  having  the  Director  of  OPM 
transfer  to  the  appropriate  medicare  trust  funds  the  amounts  needed 
to  put  the  two  programs  in  the  same  position  as  they  would  have 
been  in  had  the  FEHB  plans  actually  paid  first,  andliad  medicare 
merely  filled  in  the  gaps  in  the  FEHB  coverage. 
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Estimated  savings. —  (net  to  the  budget) 


Fiscal  year: 


Millions 


1981. 
19&2. 
1983 
1984 


$360 
590 
590 


C.  Provisions  Related  to  Medicaid 


PROGRAM  BACKGROUND 


Medicaid,  authorized  under  Title  XIX  of  the  Social  Security  Act,  is 
a  federally  aided,  State-administered  program  of  medical  assistance 
for  certain  categories  of  low-income  persons.  An  estimated  21.7  million 
people  received  program  services  in  fiscal  year  1980.  Federal  program 
outlays  were  approximately  $14.0  billion  in  that  year  while  State 
funds  represented  $11.2  billion. 

Under  the  current  law  the  Federal  Government  matches  whatever 
States  expend  under  their  medicaid  programs.  Each  State  designs  its 
own  medicaid  program  within  certain  Federal  guidelines  and  require- 
ments. Thus  there  is  substantial  variation  among  the  States  in  eligi- 
bility requirements,  range  of  services  offered,  limitations  imposed  on 
such  services,  and  reimbursement  policies.  The  Federal  Government 
helps  States  share  in  the  cost  of  medicaid  services  by  means  of  a  vari- 
able matching  formula  that  is  periodically  adjusted.  The  matching 
rate,  which  is  inversely  related  to  a  State's  per  capita  income,  ranges 
from  50  percent  to  83  percent.  The  Federal  share  of  administrative  costs 
is  50  percent  except  for  certain  items  where  the  authorized  rate  is 
higher. 

Eligibility. — States  having  medicaid  programs  must  cover  the  "cate- 
gorically needy."  In  general,  categorically  needy  individuals  are  per- 
sons receiving  cash  assistance  payments  under  the  Aid  to  Families  with 
Dependent  Children  program  (AFDC)  or  aged,  blind,  or  disabled  per- 
sons receiving  benefits  under  the  Supplemental  Security  Income 
program  (SSI).  A  State  must  cover  under  medicaid  all  recipients  of 
AFDC  payments.  A  State  is,  however,  provided  certain  options  (based, 
in  large  measure,  on  its  coverage  levels  in  effect  prior  to  implementa- 
tion of  SSI  in  1974)  in  determining  the  extent  of  coverage  for  persons 
receiving  Federal  SSI  benefits  and/or  State  supplementary  SSI  pay- 
ments. States  may  cover  certain  additional  groups  of  persons  as  "cate- 
gorically needy"  under  their  medicaid  programs.  These  might  include 
persons  who  would  be  eligible  for  cash  assistance,  except  that  they  are 
patients  in  medical  facilities  (other  than  for  persons  under  65  who  are 
in  mental  or  tuberculosis  institutions) . 

States  may  also  include  the  "medically  needy" — those  whose  incomes 
and  resources  are  large  enough  to  cover  daily  living  expenses,  accord- 
ing to  income  levels  set  by  the  States,  within  certain  limits,  but  not 
large  enough  to  pay  for  medical  care,  providing  that  they  are  aged, 
blind,  disabled,  children  or  parents  of  families  with  dependent  chil- 
dren. States  may  also  include  all  needy  and  medically  needv  children 
under  the  age  of  21,  even  though  they  are  not  eligible  for  assistance 
under  one  of  the  cash  assistance  programs. 

All  States  (except  Arizona)  and  the  District  of  Columbia,  Guam, 
Puerto  Rico,  the  Virgin  Islands,  and  the  Northern  Mariana  Islands, 
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have  medicaid  programs.  Twenty  jurisdictions  cover  only  the  "cate- 
gorically needy;"  34  cover  both  the  "categorically  needy"  and  the 
"medically  needy." 

Services. — Federal  law  requires  States  to  include  the  following  basic 
services  in  their  medicaid  programs ;  inpatient  hospital  services ;  out- 
patient hospital  services ;  laboratory  and  X-ray  services ;  skilled  nurs- 
ing facility  services  for  individuals  21  and  older;  home  health  care 
services  for  individuals  eligible  for  skilled  nursing  services;  physi- 
cian's services ;  family  planning  services ;  rural  health  clinic  services ; 
early  and  periodic  screening,  diagnosis  and  treatment  services  for  in- 
dividuals under  21 ;  and  effective  July  1,  1981  nurse  midwife  services. 
In  addition,  States  may  provide  any  number  of  other  services  if  they 
elect  to  do  so,  including  drugs,  eyeglasses,  private  duty  nursing,  inter- 
mediate care  facility  services,  inpatient  psychiatric  care  for  the  aged 
and  persons  under  21,  physical  therapy,  dental  care,  etc.  For  both  the 
mandatory  and  optional  service,  States  may  set  limitations  on  the 
amount,  duration,  and  scope  of  coverage  (for  example,  a  limitation 
on  the  number  of  days  of  hospital  care  or  the  number  of  physician 
visits) . 

Under  current  law,  medicaid  recipients  are  permitted  to  obtain 
medical  assistance  from  any  institution,  agency,  community,  pharmacy, 
or  person  qualified  to  perform  the  service  if  such  individual  or  entity 
undertakes  to  provide  it.  This  is  known  as  the  "freedom  of  choice'" 
provision. 

States,  in  general,  determine  the  reimbursement  rate  for  services, 
except  for  inpatient  hospital  care,  where  they  are  required  to  use  medi- 
care's reasonable  cost  payment  system  unless  they  have  approval  from 
the  Secretary  of  Health  and  Human  Services  to  use  an  alternative 
payment  methodology.  States  are  required  to  reimburse  skilled  nursing 
facilities  and  intermediate  care  facilities  at  rates  that  are  reasonable 
and  adequate  to  meet  the  cost  that  must  be  incurred  by  efficiently  and 
economically  operated  facilities  in  order  to  meet  applicable  laws  and 
quality  and  safety  standards.  Generally,  for  other  services,  States  may 
establish  their  own  reimbursement  levels,  provided  the  amounts  do  not 
exceed  what  would  be  allowed  under  medicare.  Payments  for  covered 
services  are  made  directly  to  the  provider  of  services  and  the  provider 
is  required  to  accept  the  medicaid  payment  as  payment  in  full  for 
covered  services. 

Federal  law  permits  States  to  impose  nominal  copayments  and  de- 
ductible amounts  with  respect  to  optional  services  for  the  categorically 
needy  and  for  all  services  for  the  medically  needy.  In  addition,  nursing 
home  residents  are  required  to  turn  over  their  excess  income  to  help 
pay  for  the  cost  of  their  care ;  as  a  minimum  they  are  allowed  to  retain 
$25  monthly  for  their  personal  needs. 

CAP  ON  FEDERAL  MEDICAID  EXPENDITURES 

(Section  721  of  the  Bill) 

Present  law. — Under  present  law,  the  Federal  Government  helps 
States  share  in  the  cost  of  Medicaid  services  by  means  of  a  variable 
matching  formula  that  is  periodically  adjusted.  The  matching  rate, 
which  is  inversely  related  to  a  State's  per  capita  income,  may  range 
under  current  law  from  50  percent  to  83  percent.  The  Federal  share  of 
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administrative  costs  is  50  percent  except  for  certain  items  where  the 
authorized  rate  is  higher. 

The  Federal  Government  matches  whatever  States  expend  under 
their  Medicaid  programs  provided  certain  requirements  are  met.  The 
Federal  government,  therefore,  has  little  effective  control  over  the 
size  or  rate  of  increase  in  the  amount  of  dollars  spent  under  this  open- 
ended  entitlement  program.  Federal  costs  under  Medicaid  rose  433 
percent  from  fiscal  year  1970  to  fiscal  year  1980.  Federal  costs  rose 
14.9  percent  in  fiscal  year  1979  and  13.8  percent  in  fiscal  year  1980. 
The  Administration  has  projected  increases  in  Federal  outlays  under 
the  current  program  of  18.1  percent  in  fiscal  year  1981  and  10.7  per- 
cent in  fiscal  year  1982. 

Committee  amendment. — The  committee  feels  that  controls  must 
be  placed  over  the  amount  of  Federal  spending  under  the  medi- 
caid program.  The  bill,  therefore,  establishes  a  limit  ("cap")  on  the 
amount  of  Federal  financial  participation  in  the  program.  For  fiscal 
year  1982,  Federal  expenditures  would  be  allowed  to  increase  9  per- 
cent over  the  States'  estimates  for  fiscal  year  1981.  The  State  estimates 
on  which  the  calculation  is  to  be  based  are  the  latest  received  by  the 
Secretary  prior  to  April  1,  1981.  For  fiscal  year  1983  and  thereafter, 
Federal  spending  would  be  allowed  to  rise  at  the  rate  of  inflation  for 
that  fiscal  year  as  measured  by  the  Gross  National  Product  Implicit 
Price  Deflator  (which  measures  general  inflation  in  the  economy)  as 
set  forth  in  the  President's  proposed  budget  for  that  year. 

Several  items  would  be  outside  the  ceiling  and  therefore  be  excluded 
from  the  base  on  which  the  cap  is  calculated.  Funding  for  Medicaid 
Management  Information  Systems  and  State  Medicaid  Fraud  Control 
Units,  would  not  be  subject  to  the  limitations.  It  is  intended  that  States 
will  continue  to  introduce  efficiencies  in  their  management  information 
systems  and  intensify  their  efforts  to  curtail  fraudulent  and  abusive 
activities.  The  bill  also  excludes  four  other  items  from  the  ceiling :  pay- 
ments to  Indian  Health  Service  facilities,  interest  payments  owed  to 
the  State  in  connection  with  disputed  claims,  payments  for  prior  year 
claims,  and  payments  for  the  pneumococcal  vaccine  for  the  aged. 

The  bill  would  also  retain  the  annual  ceiling  on  Federal  funding  for 
medicaid  programs  in  the  territories.  The  limit  for  Guam,  and  the 
Virgin  Islands,  would  remain  unchanged  from  current  law  while 
Puerto  Eico's  limit  would  be  increased  from  $30  million  to  $45  million 
beginning  in  fiscal  year  1982.  The  Northern  Mariana  Islands  would 
be  subject  to  the  same  percentage  increase  limits  as  the  States.  To 
enable  the  States  to  adjust  to  the  reduced  funding  level,  the  bill  con- 
tains several  provisions  intended  to  provide  States  with  greater  flexi- 
bility in  designing  and  quickly  amending  certain  eligibility,  benefit, 
and  reimbursement  provisions  of  their  medicaid  plans. 

The  estimates  shown  below  include  savings  which  result  from  the 
operation  of  the  cap  on  Federal  medicaid  spending,  the  increased 
flexibility  given  to  States,  and  the  decrease  in  the  Federal  minimum 
matching  rates  from  50  percent  to  40  percent. 

Estimated  savings. — 


Fiscal  year: 


Millions 


1981. 
1982. 
1983 
1984 


$1,  010 
1,630 
2,  230 
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FEDERAL  MEDICAL  ASSISTANCE  PERCENTAGE 

(Section  722  of  the  Bill) 

Present  law. — Under  present  law.  the  Federal  Government  pays  a 
percentage  of  the  expenditures  that  each  State  incurs  in  providing 
care  and  services  under  medicaid.  This  is  called  the  Federal  medical 
assistance  percentage,  or  FMAP.  The  FMAP  for  each  State  is  com- 
puted according  to  a  formula  based  on  the  State's  per  capita  income. 
The  formula  is  designed  to  provide  a  higher  percentage  of  Federal 
matching  to  States  with  lower  per  capita  incomes,  and  a  lower  per- 
centage of  matching  to  States  with  higher  per  capita  incomes.  Under 
the  formula,  if  a  State's  per  capita  income  is  equal  to  the  national 
average  per  capita  income,  the  Federal  matching  percentage  in  that 
State  would  be  55  percent.  States  with  per  capita  incomes  greater  than 
the  average  would  have  percentages  of  less  than  55  percent.  Present 
law  provides  that  no  State  shall  have  a  Federal  medical  assistance 
percentage  of  less  than  50  percent. 

Committee  amendment. — The  bill  reduces  the  minimum  Federal 
medical  assistance  percentage  from  50  percent  to  40  percent.  The  new 
minimum  would  apply  with  respect  to  assistance  payment  for  ex- 
penditures made  by  States  on  or  after  October  1,  1981.  The  committee 
estimates  that  the  FMAP  for  12  States  and  the  District  of  Columbia, 
currently  receiving  a  50  percent  matching  rate,  will  be  reduced  as  the 
result  of  this  provision.  The  specific  States  and  their  new  minimum 
matching  rates  for  the  two  year  period,  October  1,  1981  to  Septem- 
ber 30,  1983,  follow: 


Alaska   40.00 

California   41.  79 

Connecticut  .   40.  81 

Delaware   48. 16 

District  of  Columbia   40.  00 

Hawaii   48.  29 

Illinois   42.  59 

Maryland   47.  95 

Michigan   47.  69 

Nevada    40.00 

New  Jersey   43.  74 

Washington   46.  82 

Wyoming   44.  71 


Estimated  savings. — 

(Included  under  medicaid  cap.) 

ALLOW  ACCELERATED  COLLECTION  OF  UNAPPROVED  STATE  MEDICAID 

EXPENDITURES 

(Section  723  of  the  Bill) 

Present  law. — Under  present  law  whenever  the  Secretary  determines 
that  a  State's  claim  for  Federal  financial  participation  should  be  dis- 
allowed, the  State  is  entitled  to  a  reconsideration.  The  "Omnibus 
Reconciliation  Act  of  1980"  (P.L.  96-499)  provided  that,  after  the 
final  notice  of  disallowance,  the  State  could  chose  whether  or  not  to 
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retain  the  amount  in  controversy  until  the  appeals  process  has  been 
exhausted.  If  the  State  chooses  to  retain  the  amount  in  controversy  and 
the  final  administrative  determination  upholds  the  Secretary's  dis- 
allowance, the  State  must  return  the  Federal  payments  to  the  Secretary 
with  interest  (at  a  rate  based  on  the  average  of  the  bond  equivalent  of 
the  weekly  90-day  Treasury  bill  auction  rates  during  such  period). 
With  respect  to  notices  of  disallowance  issued  during  fiscal  year  1981, 
the  States  are  subject  to  interest  penalties  for  no  more  than  12  months, 
regardless  of  the  amount  of  time  required  to  conclude  the  administra- 
tive appeals  process.  With  respect  to  notices  of  disallowance  issued 
after  fiscal  year  1981,  the  maximum  period  for  which  a  State  will  be 
subject  to  interest  penalties  is  6  months. 

Committee  amendment. — The  bill  provides  that  the  Federal  Gov- 
ernment shall  retain  the  disallowed  medicaid  matching  funds  through- 
out the  appeals  process  in  all  cases,  including  amounts  in  controversy 
that  were  denied  in  the  past.  If  the  appeal  is  successful,  the  funds 
(plus  interest)  will  be  returned  to  the  States.  The  rate  of  interest  is 
the  same  as  the  rate  of  interest  which  States  pay  under  the  "Omnibus 
Reconciliation  Act"  provision. 


Estimated  savings. — 
Fiscal  Year: 

1981  

1982  

1983    

1984  

included  under  medicaid  cap. 


Millions 

122 
* 

* 


COST-EFFECTIVE   SERVICE  ARRANGEMENTS 

(Section  724  of  the  Bill) 

Present  law. — Under  present  law,  medicaid  recipients  are  permitted 
to  choose  from  among  any  of  the  providers,  practitioners  and  suppliers 
of  health  services  that  are  covered  by  a  State's  medicaid  program.  This 
provision  was  originally  intended  to  permit  medicaid  patients  to  choose 
among  qualified  vendors  of  services  in  the  same  manner  as  other 
patients.  In  reality,  in  the  case  of  some  services — e.g.,  laboratory  serv- 
ices— the  patient,  in  fact,  does  not  exercise  any  real  "choice"  in  the 
selection  of  the  provider.  This  freedom  of  choice  requirement  has  in 
some  instances,  restricted  various  State  and  local  efforts  to  secure 
health  services  for  medicaid  recipients  in  the  most  economic  and 
efficient  manner  possible.  The  committee  also  notes  that  the  General 
Accounting  Office  (GAO)  has  found  that  States  often  pay  higher 
prices  for  certain  services  provided  medicaid  recipients  than  do  other 
purchasers.  Based  on  these  findings,  the  GAO  has  recommended  that 
States  be  permitted  to  competitively  select  vendors  of  care  who  can 
provide  quality  services  in  an  economical  and  efficient  manner. 

Committee  amendment. — The  bill  authorizes  the  States  to  establish 
limits  and  restrictions  with  respect  to  choice  by  recipients  of  any 
medical  items  and  services  covered  under  a  medicaid  plan.  The  bill 
further  requires  that  any  limitations  or  restrictions  imposed  by  a  State 
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regarding  receipient  freedom  of  choice  must  (1)  be  cost  effective  and 
(2)  assure  that  recipients  have  reasonable  access  to  any  covered  services 
affected  by  such  limitations  or  restrictions.  A  cost  effective  arrange- 
ment is  one  that  provides  for  reasonable  payment  of  services,  based  on  a 
comparison  of  costs,  at  which  such  services  of  proper  quality  may  be 
obtained  by  and  are  actually  available  to  recipients.  A  State  choosing 
to  employ  a  particular  cost-effective  arrangement  with  one  or  more 
vendors  of  services  in  a  specific  locale  or  part  of  such  State  would  not 
be  required  to  have  such  arrangement  in  effect  in  all  political  subdivi- 
sions within  its  borders.  This  is  to  assure  that  a  State  would  not  be 
precluded  from  entering  into  economical  arrangements  with  vendors 
where  at  all  possible,  even  though  the  State  is  unable  to  enter  into 
comparable  arrangements  on  a  statewide  basis. 

The  bill  further  repeals  section  1903  (m)  to  permit  a  State  to  make 
payment  on  a  prepaid  capitation  or  other  risk  basis  to  vendors  other 
than  health  maintenance  organizations.  The  committee  believes  that 
States  should  not  be  limited  in  their  search  for  risk-sharing  arrange- 
ments to  so  narrowly  defined  a  group  of  vendors.  The  bill  also  permits 
the  Secretary  to  waive  medicaid  requirements  in  order  to  permit  States 
to  share  the  savings  of  cost-effective  arrangements  with  participating 
recipients. 

The  committee  expects  that  capitation  payment  arrangements  will 
be  entered  into  only  with  organizations  that  have  fiscally  sound  opera- 
tions, are  capable  of  providing  the  service  or  services  contracted  for, 
and  manage  their  operations  in  a  manner  that  ensures  the  provision  of 
quality  health  services  to  medicaid  recipients. 

The  committee  intends  that  limits  or  restrictions  on  freedom  of 
choice  of  recipients  be  imposed  without  depriving  recipients  of  access 
to  quality  health  care.  For  this  reason,  the  committee  expects,  and  the 
bill  requires  that  such  recipients  continue  to  have  reasonable  access  to 
services  (taking  into  account  geographic  location  and  travel  time)  for 
which  they  are  eligible  under  a  State's  plan  from  qualified  vendors  of 
health  services  who  meet  all  applicable  standards  required  under  such 
plan. 

The  provisions  of  this  section  would  be  effective  upon  the  date  of 
enactment. 
Estimated  savings. — 
(Included  under  medicaid  cap.) 

REIMBURSEMENT  OF  HOSPITALS 

(Section  725  of  the  Bill) 

Present  law. — States  are  required  to  reimburse  hospitals  on  a 
reasonable  cost  basis  as  defined  under  Medicare  unless  they  have 
approval  to  use  an  alternate  method  of  reimbursement.  The  Sec- 
retary can  approve  an  alternate  system  only  if  he  determines  that: 
(1)  reasonable  cost  is  paid  (although  the  State  may  develop  its  own 
methods  and  standards  for  determining  what  the  reasonable  cost  is), 
and  (2)  the  reasonable  cost  does  not  exceed  the  amount  which  would  be 
determined  as  reasonable  under  medicare. 
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Committee  amendment. — The  bill  provides  States  with  additional 
flexibility  in  determining  the  payment  rate  for  inpatient  hospital  serv- 
ices. The  bill  deletes  the  current  provision  requiring  States  to  reimburse 
hospitals  on  a  reasonable  cost  basis.  It  substitutes  a  provision  requiring 
States  to  reimburse  hospitals  at  rates  (determined  in  accordance  with 
methods  and  standards  developed  by  the  States)  that  are  reasonable 
and  adequate  to  meet  the  cost  which  must  be  incurred  by  efficiently  and 
economically  operated  facilities  in  order  to  meet  applicable  laws  and 
quality  and  safety  standards.  The  section  further  requires  States  to 
provide  assurances,  satisfactory  to  the  Secretary,  for  the  filing  of  uni- 
form cost  reports  by  each  hospital  and  periodic  audits  by  the  State  of 
such  reports.  These  provisions  are  consistent  with  the  actions  taken  by 
the  committee  and  approved  by  the  Congress  as  part  of  P.L.  96-499 
with  respect  to  payment  for  skilled  nursing  facilities  and  intermediate 
care  facilities. 

The  committee  continues  to  believe  that  States  should  have  flexibility 
in  developing  methods  of  payment  for  their  medicaid  programs  and 
that  application  of  the  reasonable  cost  reimbursement  principles  of  the 
medicare  program  for  hospital  services  is  not  entirely  satisfactory. 
These  principles  are  inherently  inflationary  and  contain  no  incentives 
for  efficient  performance.  Under  the  bill,  States  would  be  free  to  estab- 
lish rates  on  a  statewide  or  other  geographic  basis,  a  class  basis,  or  an 
institution-by-institution  basis,  without  reference  to  medicare  princi- 
ples of  reimbursement.  The  flexibility  given  the  States  is  not  intended 
to  encourage  arbitrary  reductions  in  payment  that  would  adversely 
affect  the  quality  of  care. 

The  committee  expects  that  the  Secretary  will  keep  regulatory  and 
other  requirements  to  the  minimum  necessary  to  assure  proper  account- 
ability, and  not  to  overburden  the  States  and  facilities  with  unneces- 
sary and  burdensome  paperwork  requirements.  It  is  expected  that  the 
assurances  made  by  the  States  will  be  considered  satisfactory  in  the 
absence  of  a  formal  finding  to  the  contrary  by  the  Secretary. 

The  bill  modifies  the  current  requirement  that  payments  to  hospitals 
under  medicaid  cannot  exceed  the  reasonable  cost  of  such  services  as 
defined  under  medicare.  Since  States  would  be  free  under  the  bill  to 
establish  payment  rates  without  reference  to  medicare  principles  of 
reimbursement,  the  Secretary  would  only  be  expected  to  compare  the 
aggregate  amounts  paid  to  hospitals  by  medicaid  in  applying  this 
limitation.  A  similar  aggregate  test  of  reasonableness  of  medicaid 
reimbursement  would  be  applicable  to  physicians. 

Estimated  savings. — (Included  in  medicaid  cap) 

SERVICES  FOR  THE  MEDICALLY  NEEDY 

(Section  726  of  the  Bill) 

Present  law. — Current  law  requires  States  to  offer  a  specified  set  of 
services  in  their  medicaid  plans  for  the  categorically  needy.  In  addi- 
tion, States  may  provide  any  number  of  additional  services  if  they 
elect  to  do  so.  For  the  medically  needy  States  are  required,  at  a  mini- 
mum, to  offer  either  all  of  the  mandatory  services  or  alternatively  the 
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care  and  services  listed  in  7  out  of  the  17  paragraphs  in  the  law  defining 
covered  services.  If  the  State  elects  the  latter  option  it  must:  (1) 
provide  inpatient  physician  services  to  individuals  receiving  covered 
hospital  or  skilled  nursing  facility  services;  (2)  include  home  health 
services  for  any  individual  entitled  to  skilled  nursing  facility  care; 
and  (3)  include  both  some  institutional  and  noninstitutional  care  and 
services. 

State  medicaid  plans  are  required  to  be  in  effect  throughout  the 
State  with  certain  limited  exceptions;  this  is  referred  to  as  the 
statewideness  requirement.  Services  available  to  medically  needy  re- 
cipients cannot  be  greater  in  amount,  duration,  and  scope  than  those 
offered  to  categorically  needy  recipients.  Further,  services  available 
to  either  the  categorically  needy  or  medically  needy  must  be  equal  in 
amount,  duration,  and  scope  for  all  recipients  within  the  group  except 
for  certain  limited  exceptions  (generally  based  on  age) .  This  is  referred 
to  as  the  comparability  requirement. 

Committee  amendment. — The  bill  deletes  most  of  the  current 
requirements  for  required  services  for  the  medically  needy,  thereby 
giving  States  greater  flexibility  in  designing  their  medicaid  plans 
for  this  population  group.  Under  the  bill,  States  would  be  permitted 
to  choose  the  services  to  be  offered  to  the  medically  needy  without 
being  bound  by  requirements  pertaining  to  a  minimum  number  of 
services  or  a  mix  of  institutional  and  noninstitutional  services.  States 
could  also  offer  one  set  of  services  for  one  medically  needy  group, 
for  example,  the  aged,  without  being  required  to  offer  comparable 
services  to  another  group,  for  example,  families  with  dependent 
children.  Further,  they  would  be  permitted  to  offer  medically  needy 
coverage  to  some  but  not  all  of  the  groups  currently  eligible. 

The  bill  retains  the  medicaid  statewideness  requirement.  Further, 
it  also  continues  the  requirement  that  home  health  services  must  be 
offered  for  any  individual  eligible  for  skilled  nursing  facility  care. 

The  committee  has  removed  most  of  the  provisions  pertaining  to 
required  services  for  the  medically  needy  in  order  to  permit  States 
to  focus  their  resources  on  those  services  most  urgently  needed  by 
specific  population  groups.  The  committee  expects  that  States  wiil 
continue  to  offer  to  those  medically  needy  they  elect  to  cover  a  range 
of  essential  medical  services  with  an  appropriate  balance  between 
institutional  and  noninstitutional  care. 

Estimated  savings. — 

(Included  under  medicaid  cap.) 

OPTIONAL  COVERAGE  FOR  STUDENTS  RECEIVING  AID  TO  FAMILIES  WITH 
DEPENDENT  CHILDREN   ( AFDC) 

(Section  727  of  the  Bill) 

Present  law. — Under  the  Aid  to  Families  with  Dependent  Children 
(AFDC)  program  States  are  permitted  to  limit  the  definition  of 
dependent  children  to  persons  under  age  18.  At  State  option,  a  de- 
pendent child  may  be  defined  to  include  students  age  18  to  20  who 
are  regularly  attending  primary,  secondary,  or  vocational  school: 
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further,  a  State  may  extend  the  definition  to  students  age  18  to  20 
attending  college.  Present  law  requires  that  State  medicaid  plans 
include  any  individual  under  age  21  who  would  be  eligible  for  AFDC 
if  he  met  the  AFDC  age  or  school  attendance  requirements. 

Committee  amendment. — Section  60a  of  the  bill  amends  the  def- 
inition of  "dependent  child"  under  AFDC  to  persons  through  age  17, 
or  age  18  if  they  are  completing  high  school  in  their  18th  year.  The 
bill  provides  that  State  medicaid  plans  may  limit  coverage  to  any  per- 
son under  age  19  who  meets  the  definition  of  dependent  child  under 
AFDC.  At  State  option,  States  may  extend  medicaid  to  all  persons 
between  the  ages  of  18-20  or  any  reasonable  classification  of  such 
persons. 

Estimated  savings 

(Included  under  medicaid  cap.) 

TIME  LIMITATION  FOR  WAIVER  REQUESTS 

(Section  728  of  the  Bill) 

Present  law. — Under  current  medicaid  policy,  if  a  State  wishes  to 
amend  its  State  plan  or  apply  for  a  waiver  of  a  State  plan  require- 
ment, it  submits  such  proposed  change  or  waiver  request  to  the  Secre- 
tary. Considerable  time  often  elapses  between  receipt  of  the  State 
request  and  the  Secretary's  approval  or  disapproval  thereof. 

Commit te  amendment. — The  bill  requires  the  Secretary  to  approve 
or  disapprove  a  proposed  State  plan,  plan  amendment,  or  waiver  re- 
quest within  90  days  after  receiving  the  State  request,  or,  if  later, 
90  days  after  receiving  information  needed  to  make  a  final  determina- 
tion. The  committee  expects  that  States  will  be  able  to  more  quickly 
amend  the  eligibility,  benefit,  and  payment  provisions  of  their  medic- 
aid plans  thereby  giving  them  greater  flexibility  to  control  the  costs 
of  their  medicaid  programs.  The  section  would  be  effective  on 
enactment. 

Estimated  savings 

(Included  under  medicaid  cap.) 

PNEUMOCOCCAL  VACCINE  BENEFIT 

(Section  729  of  the  Bill) 

Present  law. — P.L.  96-611  authorized  medicare  part  B  coverage 
beginning  July  1,  1981,  for  pneumococcal  vaccine  and  its  administra- 
tion. The  legislation  provided  that  payment  for  these  services  would 
equal  100  percent  of  the  reasonable  charge  and  not  be  subject  to  the 
deductible  and  coinsurance  requirements. 

Committee  amendments. — Section  18  of  the  bill,  repeals  the  pneu- 
nococcal  vaccine  provision  of  P.L.  96-611.  The  bill  modifies  the  medic- 
aid program  to  authorize  Federal  assistance  for  pneumococcal  vaccines 
for  persons  least  able  to  purchase  such  services  on  their  own.  The  bill 
provides  that  vouchers  would  be  made  available  on  a  one-time  basis  in 
fiscal  year  1982  to  non-institutionalized  recipients  of  Federal  Supple- 
mental Security  Income  (SSI)  payments  who  are  age  65  or  older. 
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The  vaccination  service  would  be  available  from  wherever  the  SSI 
recipient  normally  receives  services  under  the  medicaid  program  or, 
if  not  eligible  for  medicaid,  through  State  or  local  health  department 
clinics.  The  Federal  Government  would  provide  States  with  100-per- 
cent matching  through  the  medicaid  program,  up  to  a  maximum  of 
$10  per  vaccination.  In  addition,  100-percent  Federal  matching  would 
be  available  on  a  ongoing  basis,  for  the  reasonable  cost  (up  to  $10  per 
vaccination)  for  providing  the  service  to  SSI  and  medicaid  recipients, 
age  65  and  older. 

The  committee  intends  that  funds  made  available  under  this  provi- 
sion would  be  in  addition  to  those  to  which  a  State  was  otherwise  en- 
titled under  medicaid  and  would  not  be  counted  toward  the  limitation 
on  Federal  expenditures  (i.e.,  the  medicaid  cap)  provided  for  under 
Section  21  of  the  bill. 

The  committee  expects  that  the  majority  of  other  aged  individuals 
not  receiving  assistance  under  this  provision  will  be  able  to  budget 
for  the  relatively  small  charge  of  a  pneumococcal  vaccination. 
Estimated  cost. — 

Fiscal  year:  M/;//ons 

1981   

1982      $8 

1983     1 

1984    1 


NONMEDICAL  SERVICES  FOR  CERTAIN  INDIVIDUALS 


(Section  730  of  the  Bill) 

Present  law. — Federal  matching  under  medicaid  is  only  available 
for  services  which  are  primarily  medical  in  nature.  Certain  associated 
services  are  not  eligible  for  Federal  matching  payments.  However, 
these  services  while  not  strictly  medical  in  nature  may  in  fact  con- 
tribute to  improved  health,  and  could  potentially  postpone  or  prevent 
institutionalization.  To  the  extent  that  institutionalization  is  deferred 
or  avoided,  certain  cost  savings  may  result. 

Committee  amendment. — The  bill  permits  the  Secretary  to  waive 
the  current  definition  of  covered  medicaid  services  to  include  certain 
nonmedical  support  services,  other  than  room  and  board,  which  are 
provided  pursuant  to  a  plan  of  care  to  an  individual  otherwise  at  risk 
of  being  institutionalized  and  who  would,  in  the  absence  of  such  serv- 
ices be  institutionalized.  Such  services  could  include  case  management, 
supervised  living,  home  services  and  nonmedical  rehabilitation  serv- 
ices approved  by  the  Secretary.  A  waiver  cannot  be  granted  unless  the 
State  provides  assurances  satisfactory  to  the  Secretary  that  necessary 
safeguards  have  been  taken  to  protect  the  health  and  welfare  of  any  of 
the  recipients  of  such  services.  The  committee  expects  that  States 
which  have  been  granted  a  waiver  will  examine  innovative  and  cost- 
efficient  means  of  rendering  services  to  this  population  group. 

Estimated  Savings 

(Assumed  in  medicaid  cap) 
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D.  Provisions  Kelated  to  Maternal  and  Child  Health  Block 

Grant 

(Section  731  of  the  Bill) 

Present  law. — Title  V  of  the  Social  Security  Act  authorizes  formula 
and  discretionary  grants  to  enable  each  State  to  extend  and  improve 
services  for  reducing  infant  mortality  and  otherwise  promote  the 
health  of  mothers  and  children,  especially  in  rural  and  economically 
depressed  areas.  States  are  required  to  develop  a  plan  for  the  provision 
of  maternal  and  child  health  services  (MCH)  and  for  services  for 
crippled  children  (CC)  and  designate  a  single  State  agency  to  admin- 
ister the  plan. 

The  Title  V  program  provides  general  health  services  such  as 
primary  and  preventive  health  care  for  mothers  and  children,  and 
comprehensive  services  in  designated  areas  through  a  "program  of 
projects."  Under  the  program  of  projects  States  develop  a  project 
in  each  of  5  areas;  maternity  and  infant  care,  children  and  youth, 
family  planning,  dental  health,  and  intensive  infant  care.  In  addi- 
tion, title  V  services  for  crippled  children  include  (1)  surgical  and 
corrective  services;  and  (2)  facilities  for  diagnosis,  hospitalization, 
and  aftercare  for  crippled  children  and  children  with  potentially 
handicapping  conditions. 

Under  the  current  program,  States  receive  about  90  percent  of  title 
V's  appropriation.  The  formula  grants  are  drawn  from  two  separate 
accounts,  fund  "A"  and  fund  "B."  For  both  MCH  and  CC  services, 
fund  "A"  monies  are  allotted  by  formula  for  the  States  and  require 
a  dollar-for-dollar  match.  In  each  fiscal  year,  a  State  is  allotted  for 
MCH  and  CC  services  a  basic  grant  of  $70,000  and  an  additional 
amount  to  reflect  relative  need  based  on  population.  For  MCH  Fund 
"A,"  an  additional  amount  is  distributed  in  proportion  to  the  number 
of  live  births  in  each  State.  For  CC  Fund  "A"  the  additional  amount 
is  based  on  the  number  of  crippled  children  under  21  years  of  age  in 
each  State. 

Fund  "B"  monies  carry  no  match  requirement.  In  each  fiscal  year, 
$10  million  is  allocated  from  fund  "B"  for  MCH  and  CC  services  for 
States  and  institutions  of  higher  learning  to  establish  projects  to  serve 
the  mentally  retarded.  Of  the  remainder,  at  least  75  percent  is  allocated 
to  States  on  the  basis  of  State  per  capita  income  and  either  the  num- 
ber of  live  births  (MCH)  or  the  number  of  crippled  children  under 
21  (CC) ,  with  rural  births  and  crippled  children  given  twice  the  weight 
of  urban  births  and  crippled  children.  These  funds  are  intended  to 
assist  States  in  carrying  out  their  State  plans.  The  remaining  25  per- 
cent or  less,  known  generally  as  "Reserve  B"  or  "KB"  funds,  is  re- 
tained at  the  Federal  level  for  discretionary  grants  for  special  projects 
of  regional  or  national  significance. 

Ten  percent  of  the  title  V  appropriation  is  earmarked  for  research 
and  training.  In  addition,  5  percent  of  the  MCH  appropriation  can 
be  transferred  from  formula  funds,  at  the  request  of  the  Secretary 
of  Health  and  Human  Services  (HHS),  to  be  applied  to  research  or 
training.  In  addition,  the  law  requires  that  at  least  6  percent  of  the 
title  V  appropriation  be  used  for  family  planning  activities. 

In  fiscal  year  1980,  $357.4  million  was  appropriated  for  title  V 
grants  to  States,  $4.8  for  research  grants,  and  $25.2  for  training  grants. 
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Committee  bill. — The  committee  bill  amends  title  V  of  the  Social 
Security  Act  to  establish  an  MCH  block  grant  which  would  continue 
current  MCH  and  CC  services  and  would  consolidate  the  following 
programs  into  the  block  grant ;  hemophilia,  lead-based  paint  poisoning 
prevention,  genetic  diseases,  sudden  infant  death  syndrome,  and  sup- 
plemental security  income  for  disabled  children's  program.  Funds  au- 
thorized for  the  consolidated  program  for  fiscal  year  1982  and  each 
year  thereafter  would  be  $334,500,000.  This  amount  is  equal  to  75  per- 
cent of  the  funds  which  were  appropriated  for  the  individual  pro- 
grams during  fiscal  year  1981. 

The  committee  wishes  to  acknowledge  the  cooperation  and  assist- 
ance of  the  Senate  Committee  on  Labor  and  Human  Resources  in  de- 
veloping the  proposed  program  consolidation. 

The  major  purpose  of  establishing  this  block  grant  is  to  consolidate 
related  programs  for  mothers  and  children.  The  committee  believes 
that  the  consolidation  of  related  categorical  programs  will  lead  to 
the  development  within  States  of  a  more  comprehensive,  better  co- 
ordinated approach  for  providing  health  care  to  mothers  and  children 
By  eliminating  the  complex  formulas  which  determine  the  amount  of 
Federal  money  which,  may  be  spent  for  narrowly  focused  activities, 
block  grants  free  the  -States  to  tailor  their  programs  to  each  State's 
individual  needs. 

The  committee  recognizes  that  many  areas  lack  systematic  ap- 
proaches for  dealing  with  health  care  problems  of  mothers  and  chil- 
dren and  that  this  situation  is  caused,  in  part,  by  the  proliferation  of 
categorical  programs,  and  by  the  Federal  Government's  direct  award 
of  projectgrants  to  local  private  organizations  that  bypass  State  MCH 
agencies.  These  problems,  coupled  with  the  lack  of  coordination  at  the 
Federal  level,  make  it  difficult  for  States  to  develop  statewide 
"systems"  of  care  for  mothers  and  children. 

The  following  is  a  brief  description  of  the  programs  consolidated 
into  title  V  by  the  committee  bill : 

Hemophilia  is  a  lifelong  inherited  blood  clotting  deficiency  trans- 
mitted by  women  to  their  sons.  Title  XI,  part  C,  of  the  Public  Health 
Service  (PHS)  Act  currently  authorizes  grants  and  contracts  for 
projects  to  establish  comprehensive  hemophilia  diagnostic  and  treat- 
ment centers  which  serve  large  geographic  areas  that  may  encompass 
more  than  one  State.  These  centers  provide  (1)  services  for  all  hemo-  ' 
philiacs  residing  in  the  center's  geographical  area;  (2)  counseling  to 
hemophiliacs  and  their  families;  (3)  individualized  written  compre- 
hensive care  programs  for  each  individual  treated  by  or  in  asso- 
ciation with  the  center;  and  (4)  training  of  professional  and  support 
personnel  in  hemophilia  research,  diagnosis,  and  treatment.  During 
fiscal  year  1980,  the  Department  of  HHS  funded  24  hemophilia  diag- 
nostic'and  treatment  centers  in  16  States  serving  about  6,000  persons 
at  a  cost  of  $3  million  annually.  Services  within  this  program  are 
closely  integrated  with  the  title  V  program.  The  amount  appropriated 
for  fiscal  year  1981  was  $3  million. 

Childhood  lead  toxicity  afflicts  about  1  percent  of  the  17  million 
children  aged  1  to  5  years  in  the  United  States.  This  problem  is 
particularly  prevalent  in  inner  city  areas  where  the  exposure  to  lead 
paint  is  greater  in  older  homes.  Adverse  effects  of  ingesting  too  much 
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lead  include  blindness,  seizure  disorders,  mental  retardation,  behavi- 
oral disorders,  and  death.  Section  316  of  Title  III  of  the  PHS  Act 
provides  funds  for  identifying  children  exposed  to  lead -based  paint 
poisoning,  ensuring  prompt  treatment  for  afflicted  children,  public 
education  efforts  on  the  danger  and  prevalence  of  lead-based  paint 
poisoning,  and  identifying  and  reducing  lead-based  paint  hazards  in 
and  around  dwelling  units.  The  Center  for  Disease  Control  also 
provides  proficiency  testing  services  for  laboratories  involved  in 
analyzing  blood  for  lead  poisoning.  During  fiscal  year  1980,  HHS 
funded  59  project  grants  to  provide  lead-based  paint  poisoning  pre- 
vention programs  in  communities  at  a  cost  of  about  $11.1  million.  In 
1980,  the  program  reported  grantees  screening  about  490,000  children 
and  identifying  about  35,900  with  lead  toxicity.  Many  of  these  identi- 
fied children  receive  health  care  and  treatment  through  the  MCH  and 
CC  programs.  The  amount  appropriated  for  fiscal  year  1981  was  $10 
million. 

Genetic  diseases  include  such  diseases  as  Downs  syndrome,  cystic 
fibrosis,  hemophilia,  sickle  cell  disease,  neural  tube  defects,  etc.  Title 
XI,  Part  A  of  the  PHS  Act  currently  authorizes  grants  to  establish 
and  operate  area-wide  networks  of  genetic  testing,  counseling,  and 
educational  programs.  Technical  assistance  is  provided  to  ensure  that 
those  programs  are  coordinated  with  other  existing  health  care  de- 
livery programs,  particularly  the  MCH  and  CC  services  programs. 
The  program  also  provides  for  the  collection  of  educational  and  in- 
formational materials  relating  to  genetic  diseases  and  their  develop- 
ment and  dissemination  to  health  care  providers  and  the  general  pub- 
lic. During  fiscal  year  1980,  HHS  provided  funds  for  34  area-wide 
genetic  service  grants  and  11  sickle  cell  clinics  to  organizations,  mostly 
State  health  agencies,  in  37  States,  the  District  of  Columbia,  and 
Puerto  Rico  at  a  total  cost  of  approximately  $11.6  million.  Grantees 
served  about  2.7  million  persons.  The  amount  appropriated  for  fiscal 
year  1981  was  $13  million. 

Sudden  Infant  Death  Syndrome  (SIDS)  is  the  sudden  and  unex- 
pected deatth  of  an  apparently  healthy  infant  which  cannot  be  ex- 
plained by  a  thorough  post-mortem  examination  or  autopsy.  Title  XI, 
part  B  of  the  PHS  Act  currently  authorizes  several  SIDS  activities 
including:  (1)  the  creation  of  a  coordinated  and  comprehensive  sys- 
tem of  services  for  survivors  of  SIDS  victims,  including  case  identifi- 
cation, the  certification  and  prompt  notification  of  the  family  about  the 
cause  of  death  and  the  provision  of  counseling  support;  (2)  the  col- 
lection and  analysis  of  data  gathered  by  the  SIDS  Information  and 
Counseling  project  grantees;  and  (3)  the  development  and  dissemina- 
tion of  accurate  and  current  information  and  educational  materials  for 
various  professional  and  paraprof essional  personnel  as  well  as  for  the 
general  public.  As  of  October  1,  1980,  42  SIDS  projects  covered  34 
States  and  the  District  of  Columbia  entirely  and  parts  of  2  other  States. 
The  1980  funding  level  for  the  program  was  $2.8  million.  Approxi- 
mately 5,500  families  received  counseling  under  this  program.  The 
amount  appropriated  for  fiscal  year  1981  was  $3  million. 

Section  1615  of  the  Social  Security  Act  authorizes  formula  grants  to 
the  States  to  provide  counseling,  development  of  individualized  serv- 
ice plans,  and  referral  for  service  for  disabled  children  under  age  16 ; 
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and  medical,  social,  developmental,  and  rehabilitative  services  for  dis- 
abled children  under  age  7  who  have  never  attended  public  school. 
During  fiscal  year  1979,  48  States  and  the  District  of  Columbia  par- 
ticipated in  the  program.  Prior  to  fiscal  year  1980.  program  funding 
had  been  at  the  rate  of  $30  million  annually.  In  fiscal  year  1980,  States 
received  about  $20  million  and  provider!  services  to  50,000  children. 
Funding  for  fiscal  year  1981  was  $30  million. 

In  consolidating  the  various  programs,  the  committee  intends  that 
States  be  permitted  to  use  their  title  V  funds  for  anv  of  the  services 
and  activities  that  were  previously  authorized  under  the  separate  pro- 
grams being  merged.  The  block  grant  approach  leaves  the  States  free 
to  determine  the  specific  MCH  activities  to  be  funded  and  how  to  carry 
out  individual  State  programs. 

The  committee  bill  also  seeks  to  assure  mothers  and  children  (in 
particular  those  living  in  poverty  with  limited  availability  of  health 
services)  access  to  quality  MCH  services  at  a  reasonable  cost.  In  addi- 
tion, it  adds  the  reduction  of  the  cost  of  in-patient  care  and  long-term 
care  services  as  a  stated  purpose  of  title  V.  Although,  the  committee  be- 
lieves that  the  title  V  program  has  effected  major  savings  in  the  cost 
of  in-patient  hospital  care  and  long-term  care  services  for  persons  with 
handicapping  conditions  by  emphasizing  preventive  care,  this  objec- 
tive was  not  formally  stated  and  accomplishments  in  this  area  have 
not  always  been  systematically  tabulated  or  reported.  By  making  cost 
savings  a  specific  program  objective,  the  committee  expects  the  States 
to  be  in  a  better  position  to  demonstrate  the  value  of  the  MCH  pro- 
gram. 

The  bill  also  provides  funds  for  carrying  out  special  projects  of 
regional  and  national  significance  (including  grants  for  maintain- 
ing the  hemophilia  program)  training,  and  research.  The  funds 
available  for  these  purposes  would  equal  10  percent  of  title  Vs  total 
appropriation  for  1982  and  amounts  not  to  exceed  10  percent  of  the 
appropriation  for  subsequent  years.  However,  the  committee  believes 
that  the  States  should  themselves  encourage  and  fund  multistate 
regionalized  health  care  efforts  where  they  are  cost-effective.  In  many 
instances  the  activities  funded  under  title  V  and  other  programs  being 
consolidated  in  title  V  are  or  could  be  regional  in  nature,  serving  per- 
sons from  multi-state  areas.  Such  activities  include  regionalized  pre- 
natal care  centers,  genetic  disease  centers,  and  hemophilia  treatment 
centers  as  well  as  specialized  training  programs  which  serve  persons 
from  several  areas  of  the  Xation.  These  may  include  programs  to  train 
nurse  midwives  or  MCH  providers  and  planners,  Because  of  their 
special  relationship  to  the  Federal  government.  Indian  maternal  and 
child  health  projects  could  be  funded  as  projects  of  Xational  signifi- 
cance. 

To  promote  accountability  and  coordination,  the  committee  bill 
requires  that  the  Secretary  of  HHS  designate  an  organization  within 
the  Department  to  administer  the  Federal  discretionary  grants  pro- 
gram, promote  coordination  at  the  Federal  level  among  agencies 
involved  in  related  activities,  disseminate  information  to  the  States, 
provide  technical  assistance  and  consultation  upon  request,  and  assist 
in  the  preparation  of  reports  to  Congress  on  program  activities  and 
a  ccomplishments. 
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Under  the  bill  a  formula  is  established  allocating  funds  to  the  States 
which  would  provide  25  percent  reduced  funding  from  the  fiscal  year 
1981  level  received  by  the  States  from  the  separate  programs  being 
consolidated.  The  committee  recognizes  that  the  formula  may  not  be 
the  most  equitable  way  to  allocate  funds  especially  with  the  passage 
of  time.  Therefore,  the  bill  requires  the  Secretary  to  study  and  rec- 
ommend to  Congress  a  more  equitable  formula  for  use  in  the  future. 

In  developing  such  a  formula,  the  committee  expects  the  Secretary, 
to  the  extent  practicable,  to  consider  those  factors  which  indicate  the 
relative  need  for  services  authorized  under  this  title.  Such  factors  in- 
clude, but  may  not  be  limited  to,  (1)  population  (including  the  num- 
ber of  women  of  childbearing  age) ,  (2)  income  of  State  residents,  (3) 
degree  of  medical  underservice  in  the  State,  (4)  the  number  of  births, 
(5)  the  incidence  of  infant  mortality  (including  SIDS),  low  birth- 
weight,  and  handicapping  conditions,  (6)  the  number  of  crippled 
children  and  other  children  in  each  State  in  need  of  services  authorized 
under  this  title,  (7)  the  number  of  disabled  children  in  each  State 
under  age  7,  (8)  the  number  of  admissions  to  neonatal  intensive  care 
units  or  the  number  of  other  hospital  admissions  for  the  target  popu- 
lation, (9)  the  availability  of  other  resources  in  the  State  to  meet  the 
needs  addressed  by  this  title,  and  (10)  the  taxable  wealth  of  the  State. 

The  committee  also  expects  the  Secretary  to  consult  with  the  States 
and  interested  organizations  in  developing  this  formula. 

The  committee  bill  also  requires  that  to  receive  their  full  allotments 
under  the  bill  for  fiscal  years  1982  and  thereafter,  States  cannot  de- 
crease their  own  expenditures  for  the  activities  under  the  consolidated 
programs  below  a  specified  level.  If  the  full  amount  of  Federal  title  V 
funds  which  is  authorized  is  appropriated  for  fiscal  year  1982  or  a  sub- 
sequent year,  this  level  of  State  spending  for  that  year  for  all  the  con- 
solidated programs  would  be  equal  to  75  percent  of  the  State's  required 
expenditures  for  fiscal  year  1981  under  fund  "A"  for  MCH  and  CC 
services.  States  that  spend  less  would  have  their  Federal  allotment  re- 
duced proportionately. 

The  committee  believes  that  State  funding  will  help  ensure  that 
States  continue  to  take  interest  in  using  the  Federal  funds  authorized 
under  the  bill  efficiently  and  effectively  and  that  Federal  funds  will 
complement  State  funding.  The  committee  believes  that  the  bill's  pro- 
visions for  State  funding  will  necessitate  beneficial  participation  in 
planning  and  monitoring  use  of  Federal  funds  by  both  State  legisla- 
tures and  Governors. 

An  evaluation  of  the  effect  of  this  provision  as  well  as  the  desir- 
ability of  instituting  State  matching  requirements  would  be  included 
in  the  Secretary's  report  to  Congress. 

The  committee  bill  provides  that  States  may  use  their  funds  for 
any  purposes  described  in  the  bill,  including  planning,  administration, 
education,  and  evaluation  with  the  following  exceptions.  Funds  could 
not  be  used  for  cash  payments  to  intended  recipients  of  health  services ; 
the  purchase  of  improvement  of  land,  or  the  purchase,  construction, 
or  permanent  improvement  (other  than  remodeling)  of  any  building 
or  facility;  satisfying  any  requirement  for  the  expenditure  of  non- 
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Federal  funds  as  a  condition  for  the  receipt  of  Federal  funds ;  or  in- 
patient services  to  the  extent  disapproved  by  the  Secretary. 

In  giving  the  Secretary  authority  to  disapprove  use  of  funds  for 
inpatient  services  the  committee  intends  that  he  exercise  it  sparingly 
and  only  to  ensure  that  States  do  not  substantially  increase  their  use 
of  funds  for  in-hospital  care  as  opposed  to  funds  directed  towards 
preventive  and  primary  care  for  mothers,  infants,  and  children.  Also, 
the  committee  does  not  intend  to  preclude  States  from  using  funds 
authorized  under  this  title  for  in-hospital  services  for  crippled  chil- 
dren in  a  manner  similar  to  that  in  which  States  have  previously  done 
under  their  CC  programs. 

To  provide  States  with  added  flexibility,  the  committee  bill  provides 
that  a  State  may  transfer  up  to  10  percent  of  their  title  V  Federal 
funding  for  use  under  other  provisions  of  Federal  law  providing  for 
support  of  block  grants  administered  by  the  Department  of  HHS 
for  health  services,  health  promotion  and  disease  prevention  or  social 
services,  or  for  meeting  home  energy  and  emergency  assistance  needs. 
However,  the  bill  restricts  such  transfers  only  to  those  other  block 
grants  having  reciprocal  provisions. 

The  committee  bill  establishes  a  requirement  that  prior  to  the 
expenditure  of  funds,  the  State  must  prepare  a  report  on  the  intended 
use  of  the  funds.  The  report  would  include  a  consideration  of  the  needs 
of  the  State  for  title  V  services,  a  statement  of  realistic  goals  and 
objectives  for  meeting  those  needs,  information  on  priorities  and  the 
types  of  services  to  be  provided  and  the  categories  or  characteristics 
of  individuals  to  be  served,  and  a  description  of  the  progress  made 
in  meeting  the  States'  service  and  outcome  goals.  Such  goals  might 
include  but  not  be  limited  to  improvements  in:  availability  of  pre- 
natal, delivery,  and  postpartum  care  to  medically  underserved  women ; 
the  percentage  of  children,  with  special  emphasis  on  preschool  chil- 
dren, appropriately  immunized  against  disease;  numbers  of  chil- 
dren receiving  health  assessments  and  follow-up  diagnostic  and  treat- 
ment services  in  accordance,  with  appropriate  medical  standards; 
reduction  in  infant  mortality  and  the  incidence  of  preventable  diseases 
and  handicapping  conditions  among  economically  disadvantaged 
populations ;  and  the  proportion  of  eligible  children  who  have  a  regu- 
lar source  of  care  for  routine  preventive  and  treatment  services. 

In  preparing  their  reports  the  committee  encourages  States  to  de- 
velop one  document  that  will  satisfy  its  own  purpose  as  well  as  the 
bill's  requirements. 

Information  provided  by  these  reports  will  be  critical  for  evaluat- 
ing the  program  nationally,  documenting  program  accomplishments, 
justifying  requests  for  appropriations,  and  identifying  areas  where 
States  are  experiencing  particular  difficulty  which  may  require  tech- 
nical assistance  from  the  Secretary,  use  of  secretarial  funds  available 
for  projects  of  regional  or  national  significance,  or  identifying  the 
need  for  legislative  changes,  such  as  alterations  in  the  funding 
allocation  formula. 

Audits  are  required  every  two  years.  The  committee  believes  this  is 
necessary  in  view  of  the  great  latitude  being  given  States  under  this 
title.  Adequate  controls  and  monitoring  must  exist  to  (1)  prevent  and 
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detect  fraud,  abuse,  and  illegal  expenditures  and  acts;  (2)  identify 
inefficient  practices;  and  (3)  measure  program  effectiveness. 

In  addition  to  independent  audits  at  the  State  level,  the  committee 
expects  the  Department's  Inspector  General  and  GAO,  under  their 
basic  legislative  responsibilities,  to  audit  and  evaluate  the  operations 
and  activities  conducted  by  the  Secretary  and  the  State  pursuant  to 
this  title. 

The  committee  notes  GAO's  recommendation  that  consolidation  of 
at  least  the  outreach  and  screening  components  of  EPSDT  and  the 
MCH  program  would  enhance  the  effectiveness  of  both.  While  the 
committee  acknowledges  the  potential  of  such  a  consolidation,  it  be- 
lieves the  matter  warrants  further  study  and  evaluation. 

Finally,  the  committee  bill  requires  coordination  with  other  pro- 
grams. In  particular,  the  State  agency  administering  title  V  is 
required  to  participate  in  the  coordination  of  activities  between  title 
V  and  the  EPSDT  program  under  medicaid.  The  committee  believes 
that  coordination  between  these  two  programs  will  enhance  their  effec- 
tiveness by,  at  a  minimum,  avoiding  duplication  of  effort  and  effecting 
better  and  more  organized  outreach,  screening,  and  follow-up  efforts. 

The  committee  bill  also  requires  the  State  MCH  program  to  co- 
ordinate activities  with  related  programs  such  as  the  supplemental 
food  program  for  women,  infants,  and  children  (WIC),  related  edu- 
cation programs,  and  other  health  and  developmental  disability  pro- 
grams, including  the  family  planning  program. 

GAO  stated  the  need  for  closer  coordination  among  MCH-related 
programs  in  its  April  1  testimony  before  this  committee  and  in  its 
January  1980  report.  There  has  been  a  proliferation  of  different  pro- 
grams that  have  similar  objectives,  provide  similar  or  related  services, 
or  serve  the  same  target  population  as  the  MCH  program.  In  many 
instances,  there  is  little  or  no  coordination  among  these  programs. 
GAO  has  pointed  out  a  number  of  problems  resulting  from  this  frag- 
mentation and  lack  of  coordination,  including  duplication  of  efforts 
in  some  areas  while  other  needy  areas  go  unserved  or  underserved; 
pregnant  women  and  infants  in  some  areas  receiving  supplemental 
foods  but  no  health  services  while  persons  in  other  areas  received 
health  services  but  no  supplemental  foods;  and  lack  of  cooperative 
efforts  among  the  public  and  private  sectors  and  among  organizations 
planning  for  services  for  the  same  population  group. 

The  committee  believes  that  the  establishment  of  block  grants, 
coupled  with  a  substantial  budget  reduction,  provides  not  only  a 
unique  opportunity  but  also  a  necessity,  for  State  agencies  admin- 
istering Federal  health  and  health-related  programs  to  work  closely 
together  to  develop  the  most  efficient  and  effective  ways  to  maximize 
the  availability  and  accessibility  of  services  in  the  most  cost-effective 
manner.  Accordingly,  the  committee  expects  that  the  States  will 
make  every  effort  to  achieve  the  maximum  degree  of  coordination 
among  programs. 
Estimated  savings. — 

Fiscal  year:  miions 


1981 
1982 
1983 
1984 


$46 
123 
169 


489 


E.  Provisions  Related  to  Unemployment  Compensation  (Part 

E  of  Title  VII) 

ELIMINATION  OF  NATIONAL  TRIGGER  FOR  EXTENDED  COMPENSATION 

(Section  741  of  the  Bill) 

Present  law. — In  most  States,  unemployment  benefits  are  payable 
under  the  regular  State  program  of  unemployment  compensation  for 
a  maximum  of  26  weeks.  The  costs  of  these  regular  benefits  are  financed 
entirely  from  State  unemployment  taxes.  In  times  of  high  unemploy- 
ment, however,  the  Federal-State  Extended  Unemployment  Com- 
pensation program  becomes  operative.  This  program  provides  for  an 
additional  benefit  duration  for  workers  who  have  exhausted  their 
entitlement  to  regular  State  benefits.  Benefits  are  payable  under  the 
extended  benefits  program  for  half  as  many  weeks  as  were  payable 
under  the  regular  program.  In  other  words,  when  the  extended  benefits 
program  is  in  effect,  unemployed  persons  can  receive  up  to  13  addi- 
tional weeks  of  benefits  for  an  overall  maximum  of  39.  Half  of  the  cost 
of  extended  benefits  is  paid  from  State  unemployment  taxes  and 
half  of  the  cost  is  borne  by  the  Federal  Unemployment  Tax. 

Present  law  provides  for  the  extended  benefits  program  to  be  opera- 
tive in  any  State  when  the  insured  unemployment  rate  (the  number 
of  persons  receiving  unemployment  benefits  as  a  percentage  of  persons 
working  in  jobs  covered  by  the  program)  is  sufficiently  high  under 
any  one  of  three  tests  or  "triggers."  Under  the  basic  State  trigger, 
the  program  is  in  operation  when  the  insured  unemployment  rate 
for  the  State  is  at  least  4  percent  and  at  least  20  percent  higher  than 
the  average  insured  unemployment  rate  in  that  State  during  the  com- 
parable period  in  the  two  prior  years.  If  the  State  insured  unemploy- 
ment rate  is  not  at  least  20  percent  above  the  rate  for  the  2  prior  years, 
a  State  may  nevertheless  elect  to  have  the  extended  benefits  program 
become  effective  whenever  the  State  insured  unemployment  rate 
reaches  a  trigger  level  of  5  percent.  In  addition  to  the  basic  and  op- 
tional State  trigger  provisions,  present  law  also  includes  a  national 
trigger.  When  the  national  insured  unemployment  rate  is  at  a  level 
of  4.5  percent  or  higher,  the  extended  benefits  program  must  be  oper- 
ated by  all  States. 

Committee  amendment. — The  committee  amendment  would  elimi- 
nate the  national  trigger  for  paying  extended  unemployment  benefits. 
Unemployment  benefits  are  provided  to  protect  workers  against 
the  involuntary  loss  of  income  that  occurs  when  they  lose  their 
jobs  and  for  the  period  thereafter  while  they  are  trying  to  obtain 
new  employment.  In  times  of  high  unemployment,  the  availability  of 
jobs  is  curtailed  and  the  competition  for  them  is  increased.  At  such 
times,  it  is  likely  that  an  unemployed  worker  will  need  more  time  to 
find  a  new  job.  This  relationship  between  the  overall  level  of  unem- 
ployment and  the  amount  of  time  it  takes  to  find  a  new  job  is  the  basic 
justification  for  a  program  of  extended  benefit  duration.  The  commit- 
tee believes,  however,  that  this  relationship  is  more  properly  reflected 
in  the  State  triggers  than  in  the  national  trigger.  When  a  worker 
becomes  unemployed,  the  question  of  how  long  he  will  have  to  search 
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for  new  employment  is  dependent  upon  the  availability  of,  and  com- 
petition for,  jobs  in  the  area  where  he  resides,  not  upon  the  national 
average  unemployment  situation. 

When  the  extended  unemployment  compensation  program  was 
originally  enacted  in  1970,  extended  benefits  could  be  triggered  on  for 
an  individual  State  only  if  the  State  insured  unemployment  rate  was 
both  4  percent  and  at  least  20  percent  higher  than  in  the  2  preceding 
years.  In  the  case  of  a  prolonged  national  recession,  States  would  be 
unable  to  meet  the  u20  percent  higher"  requirement  even  though  they 
might  be  experiencing  a  very  high  levei  of  insured  unemployment. 
For  this  reason,  the  national  trigger  did  serve  as  an  important  safe- 
guard under  that  original  legislation.  In  the  1976  amendments,  how- 
ever, the  law  was  changed  to  provide  for  an  optional  alternative 
State  trigger  based  on  an  absolute  State  insured  unemployment  rate 
of  5  percent.  The  committee  believes  that  this  change  in  the  law 
eliminated  the  need  for  a  national  trigger. 

The  elimination  of  the  national  trigger  would  be  effective  on  the 
date  of  enactment  if  an  extended  benefits  period  is  not  in  effect  on 
the  basis  of  the  national  trigger  for  the  week  in  which  such  date 
occurs.  If  there  is  an  extended  benefits  period  in  effect  on  the  basis 
of  the  national  trigger  for  the  week  in  which  such  date  occurs,  then 
the  effective  date  would  be  the  earlier  of  July  1,  1981,  or  the  week  fol- 
lowing the  week  in  which  there  is  a  national  "off"  indicator  ending 
the  extended  benefits  period. 

The  elimination  of  the  national  trigger  was  reported  by  the  Finance 
Committee  and  passed  by  the  Senate  in  a  number  of  bills,  but  never 
agreed  to  by  the  House. 

Estimated  savings. — 

Fiscal  year:  Millions 


CHANGE  IN  EQUATION  FOR  RATE  OF  INSURED  UNEMPLOYMENT 


Present  law. — The  Department  of  Labor  presently  includes  extended 
benefits  claimants  in  the  insured  unemployed  population  used  to  calcu- 
late the  trigger  unemployment  rates  for  the  extended  benefits  program. 
This  means  that  two  States  with  essentially  identical  levels  of  unem- 
ployment will  have  different  insured  unemployment  rates  if  the  extend- 
ed benefits  program  is  in  effect  in  one  State  and  not  in  effect  in  the  other. 
In  1980  the  Secretary  of  Labor  issued  a  regulation  that  excluded  ex- 
tended benefits  recipients  from  this  calculation,  but  the  U.S.  District 
Court  overruled  the  regulation,  stating  that :  .  .  an  individual  who 
files  a  claim  for  benefits  under  the  extended  benefits  program  is  no  less 
an  individual  filing  a  claim  for  unemployment  than  one  who  files  under 
the  "regular"  scheme.  Reinterpretation  of  the  phrase  in  the  question 
("individuals  filing  claims  for  unemployment")  is  therefore  a  depar- 


1981 
1982 
1983 
1984 


$297 
657 


(Section  742  of  the  Bill) 
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ture  from  the  plain  language  of  the  (Social  Security)  Act.  If  the  Act 
is  to  be  amended,  Congress,  not  the  Secretary,  must  do  the  amending." 

Committee  amendment. — The  committee  amendment  would  exclude 
extended  benefits  claimants  from  the  insured  unemployed  population 
used  to  calculate  the  St&te  trigger  insured  unemployment  rate,  effective 
on  the  date  of  enactment.  This  would  lower  the  insured  unemployment 
rate  when  the  extended  benefits  program  has  triggered  on  in  a  State. 
The  committee  believes  that  this  would  correct  the  current  unequal 
treatment  between  States  with  otherwise  identical  unemployment  situ- 
ations. It  would  also  help  to  avoid  prolonging  the  availability  of  ex- 
tended benefits  during  the  early  stages  of  an  economic  recovery  when 
more  jobs  become  available  and  there  is  less  need  for  the  benefits. 

The  Finance  Committee  reported  this  provision  in  H.R.  4007  in  the 
96th  Congress,  but  the  bill  died  without  further  Senate  action. 

Estimated  savings. — 


Fiscal  year:  Minions 

1981  -    $208 

1982....      561 

1983      380 

1984    120 


CHANGE  IN"  STATE  TRIGGER  FOR  EXTENDED  COMPENSATION 

(Section  743  of  the  Bill) 

Present  law. — Under  present  law,  when  the  extended  benefits  pro- 
ram  is  not  in  effect  nationally,  it  may  go  into  effect  in  individual 
tates  on  the  basis  of  the  State  insured  unemployment  rate.  There  are 
two  State  triggers — a  mandatory  trigger  and  an  optional  trigger. 
Under  the  mandatory  trigger,  States  must  pay  extended  benefits 
when  two  conditions  are  met:  (1)  the  State  insured  unemployment 
race  is  at  least  4  percent  ;  and  (2)  the  State  insured  unemployment 
rate  is  at  least  20  percent  higher  than  the  rate  prevailing  on  average 
during  the  comparable  period  in  the  2  previous  years.  If  the  20-per- 
cent higher  condition  is  not  met,  States  may,  but  need  not,  pay 
extended  benefits  if  the  State  insured  unemployment  rate  is  at  least 
5  percent.  Fourteen  of  the  53  State  unemployment  compensation  pro- 
grams (including  the  District  of  Columbia,  Puerto  Eico,  and  the 
Virgin  Islands)  have  not  exercised  this  5-percent  option.  (The  insured 
unemployment  rate  is  determined  by  taking  the  number  of  individuals 
drawing  unemployment  benefits  as  a  percentage  of  the  number  of 
persons  employed  in  covered  jobs.  The  rate  is  measured  over  a  moving 
13-week  period.  The  cost  of  the  extended  benefits  program  is  shared 
by  the  Federal  Government  with  the  States  at  a  50  percent  rate.) 

Committee  amendment. — The  committee  amendment  would  raise 
the  rates  of  insured  unemployment  in  the  mandatory  and  optional 
State  extended  benefits  triggers  from  4  and  5  percent  to  5  and  6  per- 
cent, respectively.  The  committee  believes  that  this  would  better  target 
the  extended  benefits  program  for  States  with  unusually  high  unem- 
ployment rates.  It  would  be  effective  the  week  after  September  25, 
1982,  and  consequently,  would  show  no  savings  in  fiscal  years  1981 
and  1982. 
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Estimated  savings. — 


Fiscal  year: 


Millions 


1981. 
1982. 
1983 
1984 


$92 
72 


QUALIFYING  REQUIREMENT  FOR  EXTENDED  COMPENSATION 


(Section  744  of  the  Bill) 


Present  law. — To  be  eligible  for  unemployment  compensation 
benefits,  all  States  require  an  individual  to  have  worked  for  a  certain 
length  of  time  or  to  have  earned  a  specified  amount  of  wages  in  the 
base  period.  These  requirements  are  designed  to  test  the  individual's 
attachment  to  the  labor  force  prior  to  loss  of  employment,  and  are 
intended  to  assure  that  only  workers  with  reasonably  firm  attach 
ment  to  the  labor  force  qualify  for  benefits. 

The  most  common  type  of  base-period  earnings  requirement  is  ex- 
pressed as  a  multiple  of  the  weekly  benefit  amount,  that  is,  the  claim- 
ant's benefit  amount  multiplied  by  a  fixed  figure.  Some  of  these  States 
also  require  earnings  in  at  least  two  quarters  to  prevent  an  individ- 
ual who  earns  high  wages  working  for  only  one  quarter  from  qualify- 
ing for  benefits. 

Another  requirement  used  by  States  is  expressed  as  a  multiple  of 
high-quarter  wages.  The  most  common  multiple  is  iy2  times,  which 
requires  the  claimant  to  have  at  least  33%  percent  of  his  wages  outside 
the  high  quarter.  Certain  States  call  for  a  specified  number  of  weeks 
of  employment  in  the  prior  year's  period.  The  range  is  from  14  weeks 
to  20  weeks.  Weeks  of  employment  are  defined  as  weeks  in  which  the 
claimant's  wages  exceeded  a  specified  amount,  such  as  $35.  Nearly  one- 
fourth  of  the  States  require  an  individual  to  have  worked  a  certain 
number  of  weeks  with  at  least  a  specified  weekly  wage.  Still  other 
States  require  a  specified,  flat  amount  of  earnings  in  the  base  period, 
such  as  $1,000. 

There  are  also  some  States  which  have  qualifying  work  require- 
ments which  provide  for  varying  periods  of  eligibility  in  relation  to 
the  amount  of  each  individual's  a  base  period  employment. 

State  qualifying  requirements  in  the  1-year  base  period  break  down 
as  follows :  (1)  Fifteen  State  programs  require  a  multiple  of  the  claim- 
ant's weekly  benefit  amount  ranging  from  26  to  40;  (2)  one  State 
program  requires  20  times  the  claimant's  weekly  benefit  amount  out- 
side the  high  wage  quarter  in  the  base  period;  (3)  fifteen  State  pro- 
grams require  a  multiple  of  the  claimant's  wages  in  the  quarter  with 
the  highest  wages,  ranging  from  1.25  to  1.50;  (4)  thirteen  State  pro- 
grams require  weeks  of  employment  that  range  from  14  to  20;  (5) 
one  State  program  requires  a  certain  number  of  hours  employed ;  and 
(6)  eight  State  programs  require  a  flat  dollar  amount. 

Committee  amendment. — The  committee  amendment  would  require 
extended  benefits  claimants  to  have  worked  at  least  20  weeks  or  have 
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its  equivalent  in  wages  in  the  1-year  base  period  to  qualify  for  benefits, 
effective  for  weeks  beginning  after  September  25, 1982.  The  equivalent 
in  wages  may  be  calculated  by  the  State  as  either  40  times  the  claim- 
ant's weekly  benefit  amount  or  1.50  times  the  claimant's  wages  in  the 
quarter  with  the  highest  wages.  The  State  law  must  specify  which  cal- 
culation will  be  used. 

The  committee  believes  that  this  amendment  will  exclude  from  the 
extended  benefits  program  claimants  with  weak  pre-unemployment 
labor  force  attachment.  It  will  also  prevent  unemployment  compensa- 
tion benefits  from  being  paid  for  up  to  39  weeks  to  claimants  with  less 
than  20  weeks  of  employment  (or  its  earnings  equivalent)  in  the  1-year 
base  period. 

A  nearly  identical  proposal  was  reported  by  the  Finance  Committee 
and  passed  by  the  Senate  in  the  96th  Congress,  but  the  House  did  not 
accept  the  amendment. 

Estimated  savings. — 


Fiscal  year:  muons 

1981    „    -  

1982      

1983    $11 

1984  _.    10 


ELIGIBILITY  REQUIREMENTS  FOR  EXSERVICEMEMBERS 

(Section  745  of  the  Bill) 

Present  law. — Presently  a  servicemember  who  leaves  the  military 
under  conditions  that  were  not  dishonorable  and  was  not  given  a  bad 
conduct  discharge  or,  if  an  officer,  did  not  resign  for  the  good  of  the 
service,  may  receive  federally  financed  unemployment  compensation, 
This  means  that  many  servicemembers  who  voluntarily  leave  the  mili- 
tary may  receive  unemployment  compensation.  In  contrast,  all  State 
programs  disqualify,  for  at  least  a  limited  time  period,  civilians  who 
voluntarily  leave  their  jobs  and  40  State  programs  disqualify  them 
for  the  duration  of  unemployment. 

Committee  amendment. — The  committee  amendment  would  dis- 
qualify for  unemployment  compensation  benefits  exservicemembers 
who  voluntarily  leave  the  military  or  who  were  released  or  discharged 
for  cause — that  is,  for  a  reason  as  determined  by  the  Department  of 
Defense  which  is  comparable  to  reasons  which  might  cause  unemploy- 
ment benefit  disqualification  in  the  case  of  private  sector  employment. 
The  committee  believes  that  exservicemembers  who  voluntarily  leave 
the  military  should  be  disqualified  much  like  civilians  who  volun- 
tarily leave  civilian  jobs.  The  amendment  is  effective  on  July  1,  1981. 

Estimated  savings. — 


Fiscal  year:  Muuons 

1981    $36 

1982    265 

1983      254 

1984       244 
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STATE  UNEMPLOYMENT  LOAN  PROVISIONS 

(Section  746  of  the  Bill) 

Present  law. — Under  the  Federal-State  unemployment  compensa- 
tion system,  the  basic  responsibility  for  benefit  costs  lies  with  the  States. 
All  benefits  under  the  regular  State  unemployment  compensation  pro- 
grams are  funded  through  State-imposed  payroll  taxes.  In  times  of 
unusually  high  unemployment,  the  extended  benefits  program  provides 
an  additional  period  of  benefits  (generally  for  the  27th  through  the 
39th  week  of  compensable  unemployment) .  Half  the  cost  of  extended 
benefits  is  borne  by  the  proceeds  of  the  Federal  unemployment  tax  and 
the  other  half  is  chargeable  to  the  States. 

Ordinarily  States  are  expected  to  provide  adequate  revenues  to  fully 
meet  their  obligations  to  pay  all  the  cost  of  regular  benefits  and  one- 
half  of  the  cost  of  extended  benefits.  Inasmuch  as  the  demands  on  the 
unemployment  benefit  system  vary  greatly  according  to  economic  con- 
ditions, States  find  it  necessary  to  build  up  reserves  in  their  unemploy- 
ment trust  fund  accounts  during  periods  of  relatively  high  employ- 
ment so  as  to  be  able  to  meet  these  benefit  payments  during  periods  of 
recession.  Even  so,  economic  conditions  are  sufficiently  unpredictable 
that  States  may  occasionally  suffer  temporary  shortages  in  their  un- 
employment fund  reserves.  To  give  States  the  opportunity  to  correct 
such  shortages  in  an  orderly  manner  (by  increasing  revenues  or  revis- 
ing the  benefit  structure) ,  the  Federal  statute  provides  authority  for 
temporary  borrowing  from  the  Federal  unemployment  account  when 
this  is  necessary  to  enable  a  State  to  continue  paying  benefits. 

In  the  event  that  a  State  finds  it  necessary  to  make  use  of  the  borrow- 
ing authority,  it  is  allowed  from  23  to  35  months  to  repay  the  outstand- 
ing loan  balance.  (The  exact  period  of  time  depends  upon  the  timing 
of  the  borrowing.  Repayment  is  required  by  November  10  of  the 
second  consecutive  year  at  the  start  of  which  there  was  an  outstanding 
loan  balance.) 

The  loan  authority  is  available  under  present  law  without  any 
interest  and  without  any  penalty  for  failure  to  make  timely  repayment. 
The  only  sanction  that  applies  is  that  repayment  of  loan  principal  will 
be  achieved  through  use  of  the  Federal  taxing  power  if  the  State 
fails  to  meet  the  statutory  deadline.  The  recoupment  of  the  out- 
standing loan  balance  is  effected  on  a  gradual  basis.  The  Federal  un- 
employment tax  on  employers  in  the  defaulting  State  is  increased  by 
a  rate  of  0.3  percent  for  the  year  in  which  the  State  failed  to  meet 
the  repayment  deadline.  This  additional  tax  is  payable  as  of  the 
following  January.  So  long  as  a  State  remains  in  default  thereafter, 
the  Federal  tax  rate  is  further  increased  each  year — generally  by  an 
additional  rate  of  0.3  percent  each  year.  This  continues  until  the  total 
Federal  tax  rate  reaches  a  level  of  3.4  percent  or  until  the  loan  prin- 
cipal has  been  fully  recovered. 

Until  recently,  the  loan  provisions  have  generally  served  their  in- 
tended purpose  as  a  contingency  mechanism  to  give  States  a  small 
amount  of  additional  time  to  deal  with  occasional  fund  imbalances. 
In  the  past  several  years,  however,  this  situation  has  changed  dra- 
matically. The  recession  experienced  in  the  early  and  mid-1970's  found 
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many  States  with  fund  balances  well  below  what  was  required  to  meet 
benefit  payments.  As  a  result,  heavy  borrowing  took  place  to  such  an 
extent  that  the  Federal  loan  account  in  the  unemployment  trust  fund 
was  itself  required  to  borrow  several  billion  dollars  from  the  general 
fund  of  the  Treasury  in  order  to  satisfy  State  loan  needs.  Because  of 
the  impact  of  the  recession  on  the  borrowing  States,  temporary  legis- 
lation was  enacted  providing  additional  time  for  repayment  of  the 
outstanding  loans.  Altogether,  States  with  outstanding  loans  were 
allowed  up  to  5  additional  years  (over  and  above  the  usual  repayment 
period  of  approximately  2  years)  before  any  recoupment  would  be 
effected. 

The  temporary  legislation  permitting  additional  time  for  repay- 
ment has  now  expired.  A  number  of  States,  however,  continue  to  carry 
large  outstanding  balances  and  these  balances  are  projected  to  grow 
even  larger  in  the  next  few  years,  as  illustrated  in  the  table  below.  This 
situation  is  undesirable  both  from  the  perspective  of  the  Federal  Gov- 
ernment and  from  the  perspective  of  the  States  involved.  Inasmuch 
as  these  loans  are  carried  on  an  interest-free  basis.  Federal  taxpayers 
in  all  States  are  effectively  subsidizing  the  unemployment  programs 
of  those  States  which  have  outstanding  loans.  In  view  of  the  high 
levels  of  interest  now  prevailing  on  Federal  debt,  this  subsidy  is  of 
significant  proportions.  Moreover,  in  a  climate  of  high  interest  rates, 
the  ability  of  States  to  carry  these  loans  on  an  interest-free  basis  pro- 
vides little  incentive  for  the  affected  States  to  strengthen  the  financial 
situation  of  their  programs. 

At  the  same  time,  employers  in  the  affected  States  do  face  an  esca- 
lating rate  of  Federal  unemployment  taxation  designed  to  recoup  the 
outstanding  loans.  While  this  increase  in  Federal  taxes  starts  at  the 
relatively  modest  maximum  rate  of  $18  per  year  per  employee,  it  rap- 
idly escalates  and  ultimately  can  reach  as  much  as  $162  per  year  per 
employee.  The  prospect  of  continually  rising  employment  taxes  to  pay 
off  prior  year  obligations  could  well  interfere  with  efforts  in  a  State  to 
achieve  economic  recovery. 

Committee  amendment. — The  committee  amendment  would  revise 
the  unemployment  loan  provisions  to  improve  incentives  for  loan  re- 
payment while  giving  States  significant  relief  from  the  threat  of  large- 
scale  escalation  in  the  Federal  unemployment  tax. 

Under  the  committee  amendment,  any  new  borrowing  by  States 
after  the  date  of  the  committee  decision  (May  5,  1981)  would  be  sub- 
ject to  interest  at  an  annual  rate  of  10  percent.  Borrowing  already  out- 
standing as  of  that  date  would  not  be  subject  to  interest,  but  any  reduc- 
tion in  a  State's  total  outstanding  loan  balance  would  be  applied  first 
to  reduce  the  oldest  outstanding  loans.  This  would  apply  both  to  repay- 
ments made  from  the  State  unemployment  fund  and  repayments  col- 
lected by  the  increase  in  the  Federal  tax  rate.  In  this  way.  States  which 
are  able  to  meet  ongoing  benefit  obligations  without  any  new  borrow- 
ing would  be  able  to  avoid  the  new  interest  requirements  altogether. 
However,  the  amendment  provides  a  strong  incentive  for  repayment 
of  outstanding  balances  since  States  would  face  significant  interest  on 
any  new  borrowing  until  such  time  as  the  total  loan  balance — old  and 
new — is  repaid.  Also,  by  requiring  the  payment  of  the  oldest  loans 
first,  States  with  new  loans  after  May  5,  1981,  would  be  prohibited 
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from  avoiding  some  interest  charges  while  continuing  to  carry  the 
old  loans. 

The  committee  recognizes  that  some  States  experience  temporary 
cash  flow  problems  because  of  seasonal  employment  patterns  which  re- 
sult in  benefit  obligations  being  highest  at  the  time  when  unemploy- 
ment tax  receipts  are  lowest.  While  States  would  generally  be  able  to 
accommodate  this  situation  within  the  resources  of  their  unemploy- 
ment account  reserves,  there  may  be  an  occasional  year  in  which  some 
very  short-term  borrowing  would  be  needed  to  get  through  the  leaner 
months.  The  committee  does  not  intend  to  create  barriers  to  the  use  of 
the  loan  authoritv  to  help  States  meet  this  type  of  occasional  near- 
term  cash  flow  difficulty.  For  this  reason,  the  amendment  provides  that 
no  interest  would  be  charged  on  a  State's  borrowing  for  any  fiscal  year 
provided  that  the  State  entirely  repays  all  such  borrowing  before  the 
end  of  that  same  fiscal  year.  This  would  be  true  even  if  a  State  con- 
tinues to  carry  a  loan  balance  which  was  outstanding  prior  to  the  start 
of  the  year  in  question.  However,  if  a  State  does  not  fully  repay  its 
new  borrowing  before  the  end  of  the  fiscal  year,  that  borrowing  would 
bear  interest  from  the  date  of  the  advance  and  any  partial  repayments 
would,  under  the  general  rules  of  the  amendment,  be  applied  against 
prior  year  balances.  This  special  exception  to  the  charging  of  interest 
applies  only  where  the  repayment  of  any  current-year  borrowing  is 
made  by  the  State  (that  is,  it  would  not  apply  where  the  "repayment" 
resulted  from  the  application  of  the  higher  Federal  tax  rate).  In 
addition.  States  would  be  able  to  avoid  interest  on  cash-flow  borrowing 
within  a  fiscal  year  only  if  the  Secretary  of  Labor  certifies  that  the 
State's  fiscal  situation  is  such  that  it  does  not  appear  likely  to  need  any 
further  borrowing  during  the  first  6  months  of  the  following  fiscal 
year. 

Under  the  committee  amendment,  interest  due  on  borrowing  after 
May  5,  1981  would  generally  be  payable  on  or  before  the  last  day  of 
each  calendar  quarter  for  which  it  is  due.  (Interest  for  new  borrowing 
after  the  start  of  any  given  fiscal  year  would  be  payable  on  or  before 
the  last  day  of  that  fiscal  year  since  it  would  only  be  due  if  the  total 
amount  borrowed  is  not  repaid  prior  to  the  end  of  the  fiscal  year.) 

The  committee  amendment  is  designed  to  avoid  a  situation  in  which 
debtor  States  would  use  present  unemployment  program  resources  to 
meet  the  interest  requirements.  Such  a  procedure  would  defeat  the 
purpose  of  the  amendment  which  is  to  provide  incentives  for  debtor 
States  to  strengthen  ^  the  financial  position  of  their  unemployment 
funds.  In  some  cases,  in  fact,  such  a  procedure  would  actuallv  result  in 
a  State  increasing  its  borrowing  to  replace  the  resources  diverted  to 
interest  payments. 

Under  the  committee  amendment,  States  would  be  specifically  pro- 
hibited from  using  unemployment  program  resources  for  the  purpose 
of  paying  the  required  interest.  This  means  that  payments  of  interest 
could  not  be  made  from  the  State  unemployment  account  in  the  trust 
fund.  Moreover,  States  would  not  be  permitted  to  take  any  action 
which  would  have  the  indirect  result  of  partially  or  completely  using 
unemployment  program  resources  to  meet  the  interest  obligation.  For 
example,  a  State  could  not  finance  the  interest  payments  by  a  special 
tax  on  employers  and  then  grant  those  employers  a  tax  credit  which 
reduced  their  State  unemployment  tax  liability. 


497 

State  Unemployment  Loan  Situation  Under  Present  Law 
[Dollars  in  millions] 


Out- 
stand- 
ing debt 


Started 
borrow- 
ing 1 


1982  increase  in 
Federal  employer 
tax2 

Percent  Amount 


Expected 
borrow- 
ing in 
fiscal 
year 
1982 


Alabama  

Arkansas  

Connecticut  

Delaware  

District  of  Columbia.  _ 


$64 
365 
49 
58 


Illinois   1,  373 

Indiana  


1980 
1972 
1975 
1975 
1975 


Kentucky  

Maine  

Michigan  

Minnesota  

Missouri.  ____ 

New  Jersey  

Ohio  ... 

Pennsylvania. 
Puerto  Rico.  _ 
Rhode  Island. 

Vermont  

Virgin  Islands . 

Virginia  

West  Virginia. 
Wisconsin  


52 
36 
1,  015 
114 

"646 
600 
1,  585 
82 
120 
40 
6 

100 


1981 
1975 
1980 
1980 

1975 
1980 
1975 
1975 
1975 
1974 
1975 

1980 


1.2 
.  9 
.9 
.6 


.  6 


.6 

.9 
.6 
.9 
.9 
.  6 


$75 
13 
19 

149 


13 


114 

201 
27 
18 
9 
2 


$10 
58 
0 
11 
12 
522 
202 
127 
0 

733 
63 
160 
87 
709 
421 
0 
16 
0 
0 
2 
76 
156 


1  Indicates  year  since  which  State  has  continuously  had  some  outstanding  debt. 

2  Currently  expected  increase  in  employer  FUTA  tax  liability  for  calendar 
year  1981;  payable  as  of  January  1982. 

Source:  Based  on  information  supplied  by  Department  of  Labor. 

The  interest  requirement  on  new  borrowing  would  make  it  possible 
to  grant  substantial  relief  to  those  States  facing  large  outstanding 
loan  obligations  without  encouraging  excessive  reliance  on  the  avail- 
ability of  loans.  The  committee  amendment  includes  measures  to  pro- 
vide such  relief. 

Under  the  committee  amendment,  States  which  have  taken  the  nec- 
essary action  to  restore  the  solvency  of  their  programs  would  no  longer 
face  the  prospect  of  very  large  increases  in  the  Federal  unemployment 
tax  on  their  employers.  Once  the  tax  rate  has  been  increased  by  0.6  per- 
cent (that  is,  a  maximum  increase  of  $36  in  the  annual  tax  per  em- 
ployee) ,  no  further  increases  would  take  place  unless  the  State  failed 
to  meet  the  solvency  requirements  or  unless  the  State  economy  sharply 
improved.  (However,  the  increased  Federal  tax  rate  would  not  be 
reduced  below  the  level  it  had  reached  in  the  preceding  year.) 
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In  the  case  of  a  State  which  did  have  a  sharply  improved  economy, 
the  Federal  tax  rate  increase  to  collect  outstanding  loan  principal 
would  be  allowed  to  rise  by  an  additional  0.3  percent  even  if  the  State 
otherwise  qualified  for  the  0.6  percent  limit.  This  additional  increase 
would  be  effective  if  the  insured  unemployment  rate  (13- week  moving 
average)  in  the  State  had  declined  by  20  percent  or  more  compared 
with  the  rate  in  the  prior  2  years. 

To  qualify  for  the  0.6  percent  limit  on  the  increased  Federal  tax 
rate,  a  State  would  have  to  be  able  to  pav  current  benefit  obligations 
without  resorting  to  any  new  borrowing.  This  would  be  determined  by 
measuring  the  outstanding  loan  balance  for  the  State  at  the  end  of  the 
fiscal  year  and  comparing  it  with  the  outstanding  loan  balance  as  of 
the  end  of  the  preceding  fiscal  year.  If  the  amount  owed  had  increased, 
the  State  would  not  meet  the  solvency  requirements.  If  the  amount 
owed  had  not  increased,  the  State  would  meet  the  solvency  require- 
ments provided  that  it  had  not  amended  its  unemployment  program 
so  as  to  decrease  the  revenues  coming  into  the  program  or  increase  the 
benefit  obligations  of  the  program  without  providing  sufficient  addi- 
tional revenues  to  meet  those  increased  benefit  obligations. 

The  committee  recognizes  that  a  State  could  have  difficulty  meeting 
the  requirement  of  avoiding  any  new  borrowing  in  a  case  where  it 
experiences  unusually  high  levels  of  unemployment.  The  committee 
amendment  would  allow  that  particular  requirement  to  be  waived  for 
not  more  than  2  consecutive  years  in  the  case  of  a  State  in  which  the 
unemployment  rate  during  at  least  26  weeks  of  the  year  is  high  enough 
that  the  extended  benefit  indicator  for  the  State  is  "on".  This  waiver, 
however,  would  be  granted  only  if  the  State  unemployment  tax  rate 
(as  a  percent  of  total  wages)  is  at  least  50  percent  higher  than  the 
average  rate  applicable  in  all  States. 

The  committee  recognizes  that  the  loan  provisions  of  the  Federal- 
State  unemployment  compensation  system  have  been  extensively  used 
by  a  number  of  States  in  recent  years  and  that  the  committee  amend- 
ments represent  a  significant  change  in  the  way  in  which  those  provi- 
sions would  operate.  The  committee  believes  that  the  changes  it  is  pro- 
posing would  correct  undesirable  incentives  of  the  present  system 
and  encourage  the  strengthening  of  the  financial  condition  of  State 
unemployment  programs  in  a  manner  consistent  with  the  fostering  of 
economic  growth. 

The  committee  believes  that  the  effects  of  these  new7  provisions  should 
be  carefully  monitored  and  evaluated  to  assure  that  they  do  achieve 
their  objectives.  For  this  reason,  the  committee  recommends  that  all 
of  the  new  loan  provisions  should  expire  as  of  October  1,  1984.  It  is 
anticipated  that  this  would  allow  the  Congress  sufficient  time  to  re- 
view the  implementation  and  effects  of  the  provisions  and  to  deter- 
mine whether  they  should  be  extended  and  what  modifications,  if  any, 
may  be  appropriate.  Under  the  committee  bill,  interest  would  not 
accrue  on  any  loan  balance  for  periods  after  September  30,  1984  and 
the  increased  Federal  tax  rate  on  employers  in  delinquent  States 
would  be  applied  for  taxable  years  ending  after  that  date  (that  is  for 
taxable  1984  and  subsequent  years)  as  though  these  provisions  had 
not  been  enacted.  (It  is  expected  that  any  outstanding  interest  for  the  , 
period  May  5,  1981  to  September  30,  1984  would  have  been  paid  prior 
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to  the  termination  of  these  provisions.  Any  State  which  had  failed  to 
make  such  interest  payments  would  have  put  itself  out  of  compliance 
with  the  requirements  of  the  Federal-State  unemployment  program 
and  would  remain  out  of  compliance  until  that  interest  was  paid.) 

Estimated  savings. — 


Fiscal  year:  Minions 

1981   $9.6 

1982  -   207.  0 

1983  -  -   355.  5 

1984  -   404.  8 


CERTIFICATION  OF  STATE  UNEMPLOYMENT  LAWS 

(Section  747  of  the  Bill) 

Present  law. — The  Federal-State  unemployment  compensation  sys- 
tem is  based  upon  the  Federal  taxing  power.  Under  the  Federal  Un- 
employment Tax  Act  (FUTA)  in  chapter  23  of  the  Internal  Eevenue 
Code,  an  excise  tax  of  3.4  percent  is  levied  on  the  first  $6,000  of  annual 
wages  paid  by  employers  to  each  of  their  employees.  Most  of  this  tax, 
however,  is  not  collected  since  a  tax  credit  of  2.7  percent  is  granted  to 
all  employers  who  are  subject  to  a  State-operated  unemployment  com- 
pensation program  which  has  been  approved  by  the  Secretary  of  La- 
bor as  meeting  certain  requirements  specified  in  the  Internal  JRevenue 
Code.  Each  year,  on  October  31,  the  Secretary  of  Labor  certifies  to  the 
Secretary  of  Treasury  that  States  have  a  program  which  he  has  ap- 
proved and  that  they  have  not  amended  their  laws  in  such  a  way  as  to 
discontinue  meeting  one  or  more  of  the  Federal  requirements  for  ap- 
proval. It  is  not  entirely  clear  in  the  present  statute  that  a  Secretary 
of  Labor  could  refuse  to  certify  a  State  on  the  basis  of  its  failure  to 
come  into  compliance  with  a  new  requirement  of  Federal  law  enacted 
subsequent  to  the  original  approval  of  the  State  program.  Conse- 
quently, it  has  been  the  practice  of  Congress  in  approving  new  re- 
quirements to  include  with  them  a  specific  amendment  providing  for 
the  noncertification  of  States  which  fail  to  come  into  compliance  with 
the  new  requirements. 

Committee  amendment. — The  committee  bill  includes  a  number  of 
changes  in  the  unemployment  compensation  statutes,  some  of  which 
will  require  conforming  State  amendments.  In  place  of  adding  several 
new  sentences  to  the  certification  section  dealing  with  each  of  these 
amendments  separately,  the  committee  bill  simply  modifies  the  cer- 
tification provision  to  make  clear  that  the  annual  certification  by  the 
Secretary  of  Labor  is  to  be  based  on  the  state  of  compliance  or  non- 
compliance of  the  State  program  with  Federal  law  as  in  effect  for  the 
year  to  which  each  certification  applies. 

In  recommending  amendments  to  the  Federal- State  unemployment 
compensation  program,  the  committee  approved  significant  modifica- 
tions in  those  elements  of  the  system  where  there  is  a  clear  and  legiti- 
mate Federal  interest,  such  as  the  extended  benefits  program  which  is 
half -financed  from  the  FUTA  tax,  provisions  involving  Federal  em- 
ployees or  special  Federally  funded  benefits,  and  provisions  relating  to 
loans  from  the  Federal  Government  to  States.  However,  since  the  un- 
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employment  compensation  programs  are  administered  by  the  States, 
the  savings  to  be  achieved  under  these  changes  in  the  law  depend  in 
many  instances  on  State  compliance  with  the  new  rules. 

The  committee  points  out  that  a  number  of  the  proposed  changes 
affect  the  extended  benefits  program  which  is  funded  half  with  State 
funds  and  half  with  Federal  funds.  While  States  generally  may  simply 
conform  their  statutes  concerning  this  program  to  the  new  Federal 
rules,  the  changes  recommended  by  the  committee  with  respect  to  this 
program  are  essentially  in  the  nature  of  matching  requirements,  and 
it  should  be  possible  to  handle  questions  of  compliance  on  a  matching 
basis.  The  extended  benefit  program  provides  for  Federal  reimburse- 
ment of  50  percent  of  the  cost  of  extended  benefits  or  of  sharable  reg- 
ular compensation.  In  this  legislation,  the  committee  modifies  the 
definition  of  what  constitutes  extended  benefits  and  specifically  pro- 
vides that  no  reimbursement  may  be  provided  for  otherwise  sharable 
regular  compensation  which  does  not  meet  the  requirements  for  ex- 
tended benefits.  If  a  State  simply  failed  to  enact  conforming  amend- 
ments, its  payments  under  this  program  would  no  longer  qualify  as 
"extended  compensation"  for  purposes  of  reimbursement  since  the 
statute  specifically  defines  extended  compensation  to  include  only  pay- 
ments made  in  accord  with  State  laws  which  satisfy  the  requirements 
of  the  Federal- State  Extended  Unemployment  Compensation  Act. 

The  committee  amendments  also,  however,  include  provisions  which 
are  not  simply  a  matter  of  Federal-State  matching.  Specifically,  the 
loan  reform  section  requires  timely  payment  of  interest  on  new  borrow- 
ing and  prohibits  certain  practices  which  might  have  the  effect  of  cir- 
cumventing the  interest  requirements.  These  provisions  can  be  effective 
only  if  affected  States  undertake  to  come  into  compliance. 

The  committee  is  aware  that  the  Labor  Department  in  the  past  has 
been  reluctant  to  deny  certification  on  the  basis  of  noncompliance  with 
Federal  requirements.  Because  of  the  heavy  penalty  noncertification 
works  on  employers  in  a  State,  this  reluctance  is  understandable  in 
matters  involving  inadvertent  failure  to  meet  a  technical  requirement 
or  a  good  faith  disagreement  between  the  Secretary  and  a  State  as  to 
the  precise  meaning  of  a  particular  requirement.  States  should  not, 
however,  be  misled  into  thinking  that  the  requirements  proposed  in 
this  legislation  can  be  safely  ignored.  The  committee  expects  that  the 
necessary  changes  in  State  law  will  be  adopted  and  implemented  as  may 
be  required  by  the  enacted  legislation. 

The  committee  amendment  also  delays  by  1  year  the  effective  dates, 
required  in  sections  41-44,  for  certain  States.  For  sections  41  and  42, 
the  delay  applies  for  any  State  whose  legislature  does  not  meet  at  least 
25  calendar  days  after  the  enactment  of  this  Act  and  before  Septem- 
ber 25,  1981.  For  sections  43  and  44,  the  delay  applies  for  any  State 
whose  legislature  does  not  meet  at  least  25  calendar  days  after  the 
enactment  of  this  Act  and  before  September  25,  1982.  The  committee 
believes  that  State  legislatures  meeting  the  minimum  necessary  calen- 
dar days  have  enough  time  to  comply  with  the  amendments  in  this  bill 
and  those  that  do  not  will  have  enough  time  to  comply  within  one 
additional  year.  This  amendment  incurs  no  savings,  but  is  necessary  to 
obtain  State  compliance  with  the  amendments  in  sections  41  through 
44  of  this  bill. 
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F.  Provisions  Related  to  Aid  to  Families  With  Dependent 
Children  (Part  F  of  Title  VII) 

DISREGARDS  FROM  EARNED  INCOME 

(Section  751  of  the  Bill) 

Present  law. — In  determining  AFDC  benefits,  States  are  required 
to  disregard  from  the  recipient's  total  income :  (1)  the  first  $30  earned 
monthly,  plus  one-third  of  additional  earnings;  and  (2)  any  expenses 
(including  child  care)  reasonably,  attributable  to  the  earning  of  such 
income.  The  work  expense  disregard  is  available  to  both  recipients  and 
new  applicants.  The  $30  and  one-third  applies  only  to  those  already 
on  the  rolls  and  is  not  used  to  determine  eligibility. 

There  is  no  limit  in  Federal  law  or  regulations  on  the  amount  which 
States  may  disregard  as  work  expenses.  In  order  to  limit  the  amount 
claimed  and  also  simplify  the  administration  of  the  work  expense  pro- 
vision, a  number  of  States  establish  standard  amounts  to  be  used  in 
the  case  of  AFDC  recipients  with  earnings.  At  the  same  time,  how- 
ever, they  are  required  to  allow  recipients  to  make  additional  claims 
for  work  expenses  if  they  can  show  they  have  such  expenses.  States 
are  free  to  define  which  expenses  they  consider  "reasonably  attrib- 
utable," and  State  policies  vary.  Some  States  provide  no  disregard 
for  child  care  expenses,  paying  for  care  instead  through  the  Title  XX 
social  services  program.  Some  States  put  limits  on  the  amounts  they 
will  allow  for  child  care.  Many  States  also  have  limits  on  amounts  they 
will  allow  for  such  items  as  lunches,  transportation,  or  uniforms. 

After  these  deductions,  whatever  income  remains  is  used  to  reduce 
the  amount  of  the  AFDC  grant.  The  $30  and  one-third  "work  incen- 
tive" disregard  does  not  apply  to  individuals  who  terminate  or  refuse 
employment  without  good  cause,  or  who  fail  to  report  their  earnings. 

Committee  amendment. — The  committee  amendment  would  place 
limits  on  the  amounts  of  earned  income  which  may  be  disregarded  as 
follows : 

— The  first  $75  of  earned  income  (instead  of  itemized  work  expenses 
under  current  law) ; 

— then,  up  to  $160  monthly  for  the  cost  of  care  for  each  child  or 
incapacitated  adult; 

— finally,  $30  plus  one-third  of  the  remainder  of  earned  income 
(not  already  disregarded). 

As  under  current  law,  the  $30  and  one-third  disregard  would  not 
apply  if  employment  has  been  refused  or  terminated  without  good 
cause,  and  the  work  expense  and  child  care  disregards  would  also  be 
denied.  Further,  as  described  below,  the  committee  amendment  would 
limit  the  application  of  the  disregard  to  the  first  four  consecutive 
months  in  which  a  recipient  has  earnings  in  excess  of  the  standard 
work  expense  and  child  disregards. 

The  committee  believes  that  the  current  earned  income  disregard 
provisions  have  resulted  in  serious  problems.  Because  Federal  law 
neither  defines  nor  limits  what  may  be  considered  a  work-related  ex- 
pense, there  is  now  great  variation  among  the  States  and  many  in- 
stances of  abuse.  In  addition,  the  requirement  for  itemization  of  in- 
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dividual  work  expenses  has  resulted  in  administrative  complexity  and 
error.  It  is  the  committee's  belief  that  the  change  in  the  law  with 
respect  to  work  expenses  would  have  the  effect  of  limiting  abuse  of 
the  work  expense  disregard  and  also  result  in  simpler  and  more 
accurate  determination  of  benefits. 

The  committe  recognizes,  however,  that  these  changes  do  not  ad- 
dress another  serious  problem  with  the  disregard  provisions — the  fact 
that,  because  of  the  permanent  application  of  the  $30  and  one-third 
provision,  families  may  remain  on  welfare  even  after  they  are  working 
full  time  at  wages  well  above  the  State  welfare  standard.  For  this 
reason,  the  committee  amendment  would  also  limit  the  application  of 
the  disregard  to  the  first  four  consecutive  months  in  which  a  recipient 
has  earnings  in  excess  of  the  standard  work  expense  and  child  dis- 
regards; thereafter,  the  amount  of  payment  would  be  determined 
without  benefit  of  the  $30  and  one-third  disregard  each  month  that  the 
family  continues  to  receive  AFDC  and  for  12  consecutive  months  after 
AFDC  is  terminated. 

The  $30  and  one-third  disregard  was  added  to  the  law  in  1967 
because  it  was  believed  that  it  would  operate  as  an  incentive  for 
mothers  to  move  into  employment  and  to  become  self-sufficient.  Statis- 
tics indicate  that  this  has  not  been  the  case.  For  many  years  the 
Department  of  Health  and  Human  Services  (DHHS)  has  been  con- 
ducting a  survey  of  AFDC  recipients  which  includes  the  question  of 
employment  status  of  mothers.  Results  of  these  surveys  show  that, 
despite  the  work  incentive  and  other  amendments  added  to  the  law  in 
an  effort  to  increase  employment,  the  percentage  of  AFDC  mothers 
who  work  has  remained  constant. 

According  to  the  1961  survey,  14.3  percent  of  AFDC  mothers  were 
working  full  or  part  time.  In  1967,  before  the  disregard  provision  was 
put  into  effect,  the  percentage  had  grown  very  slightly  to  14.9  percent. 
In  1979,  it  dropped  to  14.1  percent.  DHHS  statistics  also  show  that 
under  current  law  AFDC  mothers  are  not  achieving  the  goal  of  self- 
sufficiency.  Only  about  8  percent  of  AFDC  case  closings  are  due  to  the 
earnings  of  the  mother.  (In  California  only  about  2  percent  of  case 
closings  are  due  to  the  mother's  earnings,  and  in  New  York  only  about 
3  percent  are  due  to  the  mother's  earnings.) 

The  committee  believes  that  the  $30  and  one-third  disregard  of  earn- 
ings should  be  applied  to  the  initial  months  in  which  a  welfare  recip- 
ient is  employed.  The  committee  amendment  would  allow  this  dis- 
regard to  be  applied  for  four  consecutive  months,  after  which  the  recip- 
ient would  be  eligible  only  for  a  disregard  of  $75  plus  up  to  $160  per 
child  for  child  care.  After  a  recipient  had  benefitted  from  the  disregard 
for  4  consecutive  months,  he  would  become  eligible  for  the  $30  and  one- 
third  disregard  only  if  he  subsequently  became  eligible  for  AFDC  after 
12  consecutive  months  of  non-receipt  of  AFDC.  Applied  in  this 
way,  the  committee  believes  that  the  provision  would  provide  a 
useful  buffer  to  those  trying  to  readjust  to  employment,  but  without 
resulting  in  keeping  families  on  welfare  for  an  unlimited  period.  Com- 
bined with  the  other  provisions  the  committee  has  approved  which  are 
aimed  at  providing  employment  for  AFDC  recipients,  these  changes 
are  expected  to  decrease  welfare  dependency,  and  emphasize  the  prin- 
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ciple  that  AFDC  should  not  be  regarded  as  a  permanent  income 
guarantee. 

Estimated  savings. — 

Fiscal  year:  Millions 

1981    -     -  -  

1982    $374 

1983    384 

1984      —  395 

DETERMIXATIOX  OF  INCOME  AND  RESOURCES  FOR  AFDC 

(Sections  752A  and  752B  of  the  Bill) 

Present  law. — The  AFDC  statute  requires  State  agencies,  in  deter- 
mining need  for  assistance,  to  take  into  consideration  any  income  or 
resources  of  a  child  or  relative  claiming  assistance.  Kegulations  allow 
States  to  exclude  certain  types  of  resources,  and  place  a  limit  not  ex- 
ceeding $2,000  on  the  amount  of  real  and  personal  property,  including 
liquid  assets,  that  a  recipient  may  have.  States  were  formerly  allowed 
to  value  resources  on  the  basis  of  fair  market  value.  However,  as  the 
result  of  a  circuit  court  decision  in  1976.  NWBO  v.  Mathews^  regula- 
tions were  changed  to  require  that  all  resources  be  valued  on  the  basis 
of  fair  market  value  less  encumbrances,  or  equity  value. 

Committee  amendment. — The  committee  amendment  would  place 
a  maximum  limit  on  allowable  resources  of  SI, 000  in  equity  value  per 
family,  excluding  the  home  and  one  automobile.  The  value  of  the  auto- 
mobile would  be  limited  by  regulation.  States,  if  they  choose,  could 
place  a  limit  on  allowable  resources  at  a  dollar  amount  less  than  the 
81,000  maximum.  The  committee  believes  that  the  present  regulatory 
limit  allows  AFDC  to  be  provided  in  situations  in  which  families  have 
resources  upon  which  they  could  reasonably  be  expected  to  draw.  The 
committee  also  recognizes  that  the  court  decision  and  resulting  regu- 
lations requiring  equity  valuation  affected  many  States,  which  had 
previously  used  fair  market  value,  by  allowing  the  exclusion  of  re- 
sources beyond  the  amounts  the  States  had  intended.  The  committee 
agreed  to  limit  the  value  of  resources  to  assure  that  aid  would  be  re- 
stricted to  those  most  in  need. 

Estimated  savings. — 

Fiscal  year:  Millions 

1981......       

1982    $16 

1983      17 

1984      17 

COUNTING  VAET7E  OF  FOOD  STAMFS  AND  HOUSING  SUBSIDIES 

(Section  752C  of  the  Bill) 

Present  law. — States  have  authority  to  define  the  standard  they  will 
use  in  determining  AFDC  payments.  They  may  have  a  standard 
which  provides  a  single  dollar  amount  to  cover  all  basic  needs,  or  thev 
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may  provide  amounts  for  certain  specified  items.  The  AFDC  statute 
has  no  provision  relating  to  the  consideration  of  the  availability  of 
food  stamps  or  housing  subsidies  in  determining  AFDC  benefits. 

Committee  amendment .—The  committee  amendment  would  specifi- 
cally permit  States  to  take  into  account  the  value  of  any  food  stamps 
or  housing  subsidies  provided  to  a  recipient,  to  the  extent  that  the 
value  of  these  benefits  duplicate  the  amount  for  food  or  housing  in- 
cluded in  the  State  standard.  The  committee  believes  that  this  provi- 
sion would  encourage  States  to  consider  the  availability  of  other  types 
of  benefits  which  AFDC  recipients  may  receive,  and  thus  would  miti- 
gate the  effects  of  pyramiding  benefits. 

Estimated  savings. — 

Fiscal  year:  Mmions 

1981        

1982  .    $100 

1983       103 

1984        105 

INCOME  LIMIT  FOR  AFDC  ELIGIBILITY 

(Section  753  of  the  Bill) 

Present  law. — There  is  no  limit  on  the  amount  of  gross  income  a 
family  may  have  and  still  be  eligible  for  AFDC.  In  determining  bene- 
fit amounts,  States  are  required  to  disregard  the  first  $30  plus  one- 
third  of  the  remainder  of  gross  earnings,  as  well  as  any  work  ex- 
penses (including  child  care).  Because  of  the  disregard  provisions,  a 
family  may  receive  AFDC  even  when  it  has  relatively  high  earnings. 

Committee  amendment. — The  committee  amendment  would  limit 
AFDC  eligibility  to  families  with  gross  incomes  at  or  below  150  per- 
cent of  the  State's  standard  of  need.  Although  the  purpose  of  the  dis- 
regard provisions  was  to  encourage  families  to  work,  with  the  ex- 
pectation that  they  would  move  toward  financial  independence  and 
off  the  welfare  rolls,  the  result  has  sometimes  been  the  reverse.  Fam- 
ilies are  remaining  dependent  on  public  assistance  at  relatively 
high  income  levels.  The  committee  believes  that  there  should  be  a 
cut-off  point,  and  that  it  is  reasonable  to  establish  that  point  on  the 
basis  of  the  amount  each  State  determines  to  be  its  standard  of  need. 
The  standard  of  need  is  used  to  determine  whether  a  family  is  eligible 
for  any  assistance,  and  a  family  which  has  an  income  more  than  50 
percent  above  that  standard  should  not  be  considered  to  be  in  need. 
This  provision  is  consistent  with  the  view  of  the  committee  that  wel- 
fare assistance  should  be  limited  to  those  who  are  most  in  need. 

Estimated  savings. — 

Fiscal  year:  M////ons 

1981      (*) 

1982      (*) 

1983    (*) 

1984        (*) 

♦Negligible  savings,  assuming  the  following  sequence  :  $30  and  4-month  rule, 
and  gross  income  ceiling  of  150  percent. 
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TREATMENT  OF  INCOME  IN  EXCESS  OF  THE  STANDARD  OF  NEED;  LUMP- 
SUM PAYMENTS 

(Section  754  of  the  Bill) 

Present  law. — Any  payments  that  meet  the  definition  of  income — 
for  example,  retroactive  social  security  benefits — are  counted  as  income 
in  the  month  of  receipt  and  any  of  the  payment  that  is  not  spent  in  that 
month  is  usually  considered  as  a  resource  in  the  months  thereafter. 

Committee  amendment. — The  committee  believes  that  lump-sum 
payments  should  be  considered  available  to  meet  the  ongoing  needs  of 
an  AFDC  family.  The  present  treatment  of  such  payments  has  the 
perverse  effect  of  encouraging  the  family  to  spend  such  income  as 
quickly  as  possible  in  order  to  retain  AFDC  eligibility.  The  committee 
amendment  would  require  that  such  income  received  in  a  month  be  con- 
sidered available  as  income  in  the  month  it  is  received  and  also  in 
future  months.  Thus,  if  such  income  exceeded  the  standard  of  need  in 
the  month  of  receipt,  the  family  would  be  ineligible  in  that  month.  In 
addition,  any  amount  of  the  income  that  exceeds  the  initial  month's 
needs  standard  would  be  divided  by  the  monthly  needs  standard,  and 
the  family  would  be  ineligible  for  aid  for  the  number  of  months  re- 
sulting from  that  calculation. 

Estimated  savings. — 

Fiscal  year:  Millions 

1981         

1982    $5 

1983    5 

1984      5 


TREATMENT  OF  EARNED  INCOME  ADVANCE  AMOUNT  UNDER  AFDC 


(Section  755  of  the  Bill) 

Present  law. — Since  1975,  the  Federal  Government  has  provided  a 
tax  credit  for  low-income  workers  with  children.  Under  present  law, 
an  eligible  individual  is  allowed  a  refundable  credit  equal  to  10  per- 
cent of  the  first  $5,000  of  earned  income,  for  a  maximum  credit  of 
$500.  The  maximum  credit  is  phased  down  as  adjusted  gross  income 
(or,  if  greater,  earned  income)  rises  above  $6,000,  being  reduced  to 
zero  for  families  with  incomes  over  $10,000.  Any  individual  who  is 
married  and  entitled  to  a  dependency  exemption  for  a  child,  any  sur- 
viving spouse,  and  any  head-of -household  who  maintains  a  household 
for  a  child  is  generally  eligible  for  the  credit. 

Beginning  in  1979,  employees  may  file  with  their  employers  for  ad- 
vance payment  of  the  credit.  Advance  payments  are  added  to  the  pay- 
check. If  an  individual  receives  advance  payments  during  a  calendar 
year  in  an  amount  greater  than  the  actual  credit  determined  on  his 
income  tax  return,  the  excess  must  be  repaid  with  the  tax  return. 
(However,  the  individual's  benefit  amount  must  be  adjusted  to  provide 
payments  to  the  individual  of  an  amount  equal  to  the  benefits  lost  be- 
cause of  excess  advance  payments.)  Conversely,  individuals  whose  ad- 
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vance  payments  are  less  than  the  actual  credit  are  allowed  a  refund 
equal  to  the  excess  of  the  actual  credit  over  the  amount  of  advance 
payments. 

The  earned  income  tax  credit  (EITC)  is  counted  as  earned  income 
for  purposes  of  AFDC,  regardless  of  whether  it  is  received  as  an  ad- 
vance payment  or  at  the  end  of  the  year. 

Committee  amendment. — The  committee  amendment  would  count 
the  amount  of  EITC  payable  to  a  recipient  on  an  advance  basis  in  de- 
termining the  monthly  AFDC  payment,  to  the  extent  and  under  the 
circumstances  prescribed  by  the  Secretary.  This  amount  would  be 
counted  whether  or  not  it  was  actually  received.  The  committee  be- 
lieves that  counting  the  EITC  on  a  monthly  basis  is  a  more  valid 
reflection  of  the  family's  actual  current  need  for  assistance,  helping  to 
ensure  that  only  those  truly  in  need  would  receive  AFDC. 

A  similar  provision  was  approved  by  the  House  during  the  96th 
Congress  (H.R.  4904) ,  and  was  also  included  in  the  1982  Carter  budget. 

Estimated  savings. — 

Fiscal  year:  muons 

1981    

1982     $51 

1983    -  -   49 

1984  -    ..—  46 


INCOME  OF  STEPPARENTS  LIVING  WITH  DEPENDENT  CHILD 


(Section  756  of  the  Bill) 

Present  law. — Under  present  law  a  stepparent's  income  may  not  be 
considered  in  calculating  the  AFDC  benefit  due  a  stepchild  unless  the 
stepparent  is  legally  responsible  for  stepchildren  under  State  law.  The 
Department  of  Health  and  Human  Services  recognizes  five  States  as 
having  such  laws — Nebraska,  New  Hampshire,  South  Dakota,  Utah, 
and  Washington.  Thus,  in  all  other  States,  families  which  include  a 
stepparent  may  receive  AFDC  regardless  of  the  amount  of  the  step- 
parent's income.  Income  may  be  counted  only  to  the  extent  that  the 
State  agency  can  determine  that  the  stepparent  is  actually  making 
a  contribution  toward  the  child's  needs. 

Committee  amendment. — The  committee  amendment  would  require 
States  to  take  into  consideration  a  stepparent's  income  in  determining 
need.  The  amount  of  the  income  would  be  limited  to  that  amount 
which  exceeds  the  sum  of  (1)  the  first  $75  of  the  stepparent's  earned 
income,  (2)  the  State's  standard  of  need  for  a  family  of  the  same  com- 
position as  the  stepparent  and  the  other  individuals  living  in  the  house 
and  claimed  by  him  as  dependents  for  income  tax  purposes  but  not 
included  in  the  AFDC  grant,  (3)  amounts  paid  by  the  stepparent  to 
individuals  not  living  in  the  household  claimed  by  him  as  dependents 
for  tax  purposes,  and  (4)  payments  by  the  stepparent  of  alimony  or 
child  support  with  respect  to  persons  not  living  in  the  household. 

The  committee  believes  that  this  provision  would  prevent  situations 
in  which  children  receive  AFDC  even  while  they  are  an  integral  part 
of  a  family  which  may  have  substantial  income.  The  provision  would 
not  require  that  a  person  neglect  his  natural  children.  Income  which  is 
used  to  pay  support  or  alimony  would  be  disregarded. 
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During  the  96th  Congress  the  Finance  Committee  reported,  and  the 
Senate  passed,  a  similar  amendment  requiring  the  counting  of  step- 
parent income  (H.R.  3434) .  The  Carter  1982  budget  also  recommended 
requiring  the  counting  of  stepparent  income. 

Estimated  savings. — 

Fiscal  year:  muons 

1981  ~~   

1982    $108 

1983  -      111 

1984      --  113 


PROVISIONS  RELATING  TO  EMPLOYMENT  OF  WELFARE  RECIPIENTS 


(Sections  757-759  of  the  Bill) 

Present  law. — Current  regulations  prohibit  States  from  requiring 
an  AFDC  recipient  to  work  m  exchange  for  an  AFDC  grant.  In  addi- 
tion, although  AFDC  recipients  are  required  to  take  acceptable  em- 
ployment if  offered,  most  employable  AFDC  recipients  are  in  practice 
required  to  do  no  more  than  register  for  work  and  training  with  the 
Work  Incentive  (WIN)  program.  (Certain  exceptions  are  made  for 
children,  the  elderly,  the  disabled,  those  who  live  too  far  from  a  WIN 
site  and  those  who  care  for  a  child  under  the  age  of  6. )  After  meeting 
this  registration  requirement,  they  can  continue  to  receive  benefits 
without  any  further  work-related  activity  unless  they  are  selected  by 
the  WIN  agency  to  be  among  those  who  actively  participate  in  the 
program.  If  an  individual  who  is  not  exempt  refuses  to  participate  in 
the  WIN  program  or  refuses  to  accept  employment,  his  AFDC  pay- 
ment (but  not  that  of  the  rest  of  the  family)  may  be  suspended  unless 
he  can  show  that  his  refusal  was  based  on  some  good  cause.  On  the 
other  hand,  if  an  individual  does  accept  employment,  the  amount  of  his 
AFDC  grant  is  reduced  to  take  into  account  his  additional  income 
from  working. 

The  statute  providing  for  AFDC  establishes  as  a  major  objective 
of  that  program :  "to  help  .  .  .  parents  or  relatives  to  attain  or  retain 
capability  for  the  maximum  self-support  and  personal  independence 
consistent  with  the  maintenance  of  continuing  parental  care  and  pro- 
tection." This  objective  reflects  the  consensus  of  American  society  that 
dependency  on  welfare  is  an  undesirable  situation  both  from  the  point 
of  view  of  society  and  from  the  point  of  view  of  the  individual  recip- 
ient. In  some  cases,  certainly,  it  may  be  an  unavoidable  situation; 
and  the  existence  of  the  welfare  program  reflects  that  reality.  But  even 
in  such  cases,  the  goal  should  be  to  minimize  insofar  as  possible  the 
extent  and  duration  of  dependency. 

Committee  amendments, — The  committee  recommends  three  optional 
approaches  for  encouraging  employment  of  parents  in  AFDC  families, 
as  described  below.  The  desirability  of  helping  welfare  families  to 
achieve  independence  and  the  importance  of  employment  to  attaining 
that  goal  has  long  been  recognized.  In  1962,  Congress  added  to  the 
AFDC  program  authority  for  States  to  establish  community  work 
and  training  programs  for  welfare  recipients.  By  1967,  it  was  clear 
that  despite  those  programs,  dependency  on  welfare  was  increasing 
not  decreasing.  In  its  report  on  the  1967  amendments,  this  committee 
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said :  "We  are  deeply  concerned  that  such  a  large  number  of  families 
have  not  achieved  and  maintained  independence  and  self-support." 
This  committee  recommended,  and  Congress  enacted,  a  new  ap- 
proach— the  Work  Incentive  (WIN)  program  under  which  all  em- 
ployable AFDC  recipients  are  required  to  register  for  participation 
in  a  program  aimed  at  getting  them  into  employment. 

The  WIN  program,  as  substantially  revised  in  1971  and  in  1980  by 
amendments  proposed  by  this  Committee,  remains  the  only  part  of 
the  Federal  AFDC  statute  which  is  aimed  specifically  at  the  goal  of 
achieving  independence  from  welfare  through  employment.  This  pro- 
gram has  enjoyed  some  success  in  helping  those  it  has  served  to  attain 
employment.  However,  the  available  resources  for  the  WIN  program 
have  limited  the  proportion  of  AFDC  recipients  it  can  actively 
serve.  The  committee  believes  that  changes  in  the  law  are  needed  to 
enable  the  States  to  supplement  the  WIN  program  with  programs  of 
their  own  to  assist  and  encourage  recipients  to  attain  independence. 
In  recommending  such  changes,  however,  the  Committee  is  not  pro- 
posing to  repeal  the  WIN  program  nor  recommending  any  diminution 
in  the  resources  devoted  to  it. 

Over  the  past  several  years,  methods  for  encouraging  and  assisting 
welfare  recipients  to  move  from  dependency  to  employment  have  been 
developed  by  many  State  and  local  governments.  These  developments 
have  been  hampered,  however,  by  a  long-standing  departmental  inter- 
pretation of  the  law  which  holds  that  States  must  make  AFDC  pay- 
ments in  the  form  of  direct  welfare  grants  and  may  not  provide  assist- 
ance in  the  form  of  compensation  for  employment.  In  addition,  under 
court  decisions,  States  are  precluded  from  establishing  AFDC  work 
programs  on  any  basis  which  differs  significantly  from  the  operations 
of  the  WIN  program. 

The  committee  believes  that  States  can  and,  if  given  sufficient  flexi- 
bility, will  improve  the  ability  of  the  AFDC  program  to  achieve  its 
statutory  commitment  to  helping  AFDC  families  to  attain  self-support 
and  independence.  The  kev  to  independence  is  employment.  Increas- 
ingly for  American  families,  the  key  to  independence  is  the  employ- 
ment of  both  parents.  According  to  surveys  by  the  Bureau  of  Labor 
Statistics,  the  percentage  of  mothers  of  children  under  age  18  who 
were  in  the  labor  force  has  steadily  risen  from  22  percent  in  1950,  to 
30  percent  in  1960,  42  percent  in  1970,  47  percent  in  1975,  and  57  per- 
cent in  1980.  For  mothers  with  children  under  age  6,  the  rate  of  labor 
force  participation  has  increased  from  14  percent  in  1950  to  47  per- 
cent in  1980. 

The  Committee  recommends  that  States  be  given  the  option  of 
implementing  one  or  more  of  the  following  three  new  approaches  to 
increasing  employability  of  AFDC  families. 

Community  work  experience  programs 

(Section  757  of  the  Bill) 

Under  the  new  community  work  experience  authority,  States  would 
be  allowed  to  operate  community  work  experience  programs  "to  pro- 
vide experience  and  training  for  individuals  not  otherwise  able  to 
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obtain  employment,  in  order  to  assist  them  to  move  into  regular  em- 
ployment." The  amendment  provides  that  the  facilities  of  the  State 
public  employment  offices  may  be  used  to  find  employment  opportuni- 
ties for  recipients  under  the  program.  Programs  would  be  limited  to 
those  which  serve  a  useful  public  purpose  in  fields  such  as  health,  social 
services,  environmental  protection,  education,  urban  and  rural  devel- 
opment, welfare,  recreation,  public  facilities,  public  safety,  and  day 
care.  To  the  extent  possible,  the  prior  training,  experience  and  skills 
of  a  recipient  would  be  utilized  in  making  work  experience  assign- 
ments. 

A  community  work  experience  program  would  have  to  provide:  (1) 
appropriate  health  and  safety  standards;  (2)  that  the  program  does 
not  result  in  displacement  of  persons  currently  employed,  or  the  filling 
of  established  unfilled  vacancies;  (3)  reasonable  conditions  of  work, 
taking  into  account  the  geographic  region,  residence,  and  proficiency 
of  the  participants;  (4)  that  participants  will  not  be  required  to  travel 
an  unreasonable  distance  from  their  home;  (5)  a  limitation  on  the 
hours  of  work  required  which  is  consistent  with  the  Federal  minimum 
wage  or  any  applicable  State  minimum  wage  in  relation  to  the  family 
AFDC  and  food  stamp  benefits;  and  (6)  that  provision  is  made 
for  transportation  and  other  costs  (up  to  an  amount  determined  by  the 
Secretary  of  HHS  who  shall  take  into  consideration  transportation 
cost  and  distance  travelled)  which  are  reasonably  necessary  and  di- 
rectly related  to  participation  in  the  program.  Because  participants 
would  not  be  required  to  work  in  excess  of  the  number  of  hours  which, 
when  multiplied  by  the  greater  of  the  Federal  or  the  applicable  State 
minimum  wage,  equals  the  sum  of  the  amount  of  aid  payable  to  the 
familv,  individuals  participating  in  these  programs  would  have  time 
to  seek  regular  employment. 

Persons  required  to  register  under  WIN  would  be  required  to  par- 
ticipate in  a  community  work  program  unless  they  are  currently  em- 
ployed for  no  fewer  than  80  hours  a  month  with  earnings  not  less  than 
the  applicable  minimum  wage  for  such  employment. 

Mothers  caring  for  a  child  under  6  but  not  under  3  could,  at  the  dis- 
cretion of  the  State  agency,  be  required  to  participate  in  a  community 
work  experience  program  if  child  care  is  available.  (Mothers  with  a 
child  under  6  are  not  required  to  register  for  WIN.) 

Individuals  who  fail  to  participate  in  the  program  would  be  sub- 
ject to  the  same  penalties  for  reduction  or  loss  of  benefits  which  apply 
to  the  WIN  program. 

For  purposes  of  Federal  matching,  administrative  costs  would  not 
include  the  cost  of  making  or  acquiring  materials  or  equipment,  or 
the  cost  of  supervision  of  work.  Other  administrative  costs,  as  per- 
mitted by  the  Secretary,  would  be  matchable  at  the  50  percent  rate 
generally  provided  for  the  cost  of  administering  the  AFDC  program. 

Estimated  savings. — 


Fiscal  year: 


Millions 


1981. 
1982 
1983 
1984. 


$20 
41 
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Providing  jobs  as  alternative  to  AFDC 
(Section  758  of  the  Bill) 

The  committee  amendment  would  permit  States,  at  their  option,  to 
institute  a  work  supplementation  program  designed  to  make  employ- 
ment a  more  attractive  alternative  to  welfare  dependency.  The  basic 
concept  of  this  approach  is  that  States  would  utilize  part  of  the  fund- 
ing now  devoted  to  welfare  grants  to  provide  or  subsidize  employment 
opportunities  which  would  be  available  on  an  entirely  voluntary  basis 
for  individuals  who  would  otherwise  be  dependent  upon  AFDC. 

Under  the  committee  amendment,  States  would  have  broad  flexibility 
to  implement  a  work  supplementation  program  in  the  manner  which 
they  believe  will  most  effectively  accomplish  the  goal  of  making  em- 
ployment more  attractive  than  welfare.  To  generate  the  funding  neces- 
sary for  subsidizing  jobs,  States  could  lower  all  AFDC  grant  levels  or 
they  could  lower  them  selectively  for  certain  geographic  areas  or  for 
certain  categories  of  recipients  whom  they  determine  to  be  most  em- 
ployable. The  funding  saved  by  lowering  the  grant  levels  would  be 
used  to  make  jobs  available  for  the  recipients  affected.  In  their  opera- 
tion of  a  work  supplementation  program,  States  would  be  free  to 
fashion  programs  without  having  to  meet  the  restrictions  which  are 
applicable  to  work  programs  under  the  present  law  provisions  of  the 
AFDC  and  WIN  statutes. 

Expenditures  by  the  State  to  provide  jobs  directly  to  AFDC  eligi- 
bles  or  to  subsidize  jobs  provided  by  other  employers  would  qualify 
for  Federal  matching  on  the  same  basis  as  expenditures  for  AFDC 
grant  payments.  To  qualify  for  matching,  the  individual  at  the  time 
of  employment  would  have  to  be  an  AFDC  recipient  or  an  individual 
who  would  have  been  eligible  for  AFDC  under  the  May  1981  State 
AFDC  rules,  or  as  these  rules  may  be  modified  thereafter  by  Federal 
law.  Matching  would  be  available  for  jobs  provided  directly  by  the 
welfare  agency  or  provided  by  any  other  public  or  nonprofit  agency 
with  the  costs  of  employment  being  subsidized  by  the  welfare  agency 
(or  by  the  agency  which  administers  or  is  authorized  to  administer 
the  community  work  experience  program).  Jobs  made  available  by 
private  for-profit  employers  would  not  be  eligible  for  a  subsidy  with 
Federal  funds  except  that  subsidies  could  be  provided  for  employment 
by  private  child  care  providers  if  they  do  not  also  claim  the  WIN  or 
targeted  jobs  credit  for  the  same  employment. 

Jobs  provided  under  a  work  supplementation  program  would  have 
to  be  made  available  on  an  entirely  voluntary  basis.  Each  individual 
would  therefore  have  the  opportunity  to  determine  for  himself  whether 
or  not  the  jobs  made  available  under  this  program  were  appropriate 
for  him.  (If  an  individual  elected  not  to  take  a  job  under  the  work 
supplementation  program,  he  would  be  eligible  for  AFDC  subject  to 
the  work  requirements  which  regularly  apply  to  receipt  of  AFDC 
under  State  or  Federal  law.) 

Payments  made  to  an  individual  under  the  work  supplementation 
program  would  be  in  the  nature  of  compensation  for  services  and  would 
be  treated  as  earned  income  for  purposes  of  other  laws.  The  committee 
recognizes,  however,  that  some  States  might  be  reluctant  to  operate 
a  work  supplementation  program  if  participants  must  be  considered 
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to  be  employees  of  the  agency  administering  the  program  and  must  be 
given  the  full  range  of  benefits  which  accrue  to  agency  employees. 
Similarly,  there  is  reason  to  question  the  willingness  of  other  employers 
to  grant  full  employee  status  immediately  to  individuals  whose  wages 
are  being  supplemented  under  this  program.  For  this  reason,  the  com- 
mittee amendment  provides  that  the  agency  administering  the  program 
need  not  give  the  participants  the  technical  status  of  employees  of  that 
agency  whether  it  is  subsidizing  their  work  for  other  entities  or  is 
directly  making  payments  to  them.  (The  agency  could,  at  its  own 
option,  elect  to  grant  such  employee  status  to  individuals  to  whom  it 
is  making  direct  payments.)  In  the  case  of  individuals  placed  with 
other  employers,  the  committee  amendment  would  allow  the  adminis- 
tering agency  to  prescribe  a  period  of  up  to  13  weeks  during  which 
participants  would  be  considered  to  be  in  subsidized  training  but  would 
not  have  the  technical  status  of  employees  of  that  other  entity. 

The  committee  amendment  would  provide  a  significantly  different 
approach  to  work  incentives  as  compared  with  the  existing  AFDC 
system.  To  give  States  the  maximum  capability  to  implement  a  work 
supplementation  program  in  the  most  effective  manner,  the  amendment 
would  allow  participating  States  to  modify  the  operations  of  the 
AFDC  program  in  ways  which  conform  to  the  objectives  of  the  work 
supplementation  program.  States  would  be  specifically  authorized  to 
lower  AFDC  standards  so  as  to  increase  the  attractiveness  of  employ- 
ment as  compared  with  welfare  dependency,  and  could  make  any 
necessary  further  adjustments  to  correct  for  offsetting  increases  which 
might  occur  in  other  needs-based  programs,  such  as  the  food  stamp 
program.  States  would  also  be  allowed  to  vary  needs  standards  either 
regionally  or  by  recipient  category  in  whatever  ways  the  State  finds 
appropriate  in  the  light  of  its  implementation  of  a  work  supplementa- 
tion program.  Inasmuch  as  the  program  is  designed  to  provide  work 
incentives  in  the  form  of  work  as  an  alternative  to  welfare,  States  would 
also  be  permitted  to  reduce  or  eliminate  the  amount  of  earnings  disre- 
garded in  calculating  an  AFDC  grant.  To  avoid  the  disincentive  to 
employment  which  might  result  from  the  loss  of  medicaid  eligibility. 
States  would  be  authorized,  at  their  option,  to  continue  that  eligibility 
for  individuals  who  accept  employment  in  jobs  subsidized  by  the  work 
supplementation  program. 

The  committee  expects  that  States  operating  such  a  program  would 
be  able  to  achieve  an  overall  reduction  in  the  costs  of  the  welfare 
program  to  both  the  State  and  the  Federal  Government.  To  assure 
that  this  can  be  accomplished,  the  committee  amendment  is  inten- 
tionally designed  to  give  the  States  broad  flexibility  which  will  enable 
them  to  phase  into  the  work  supplementation  program  gradually, 
implementing  it  first  in  those  ways  which  appear  most  likely  to  reduce 
overall  program  costs.  As  an  overriding  safeguard  against  increased 
costs,  the  committee  amendment  would  provide  that  participating 
States  may  not  receive  total  Federal  funding  for  their  AFDC  program 
(including  work  supplementation)  which  exceeds  the  Federal  funding 
which  would  applv  if  they  continued  to  operate  their  AFDC  program 
under  the  State  plan  as  it  was  in  effect  in  May  1981.  (This  ceiling  on 
Federal  funding  will  be  adjusted  to  take  into  account  changes  in  th* 
State  plan  after  May  1981  which  were  made  as  a  result  of  mandatory 
requirements  of  Federal  law. ) 


79-757  0-81-33 
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Work  incentive  demonstration  project 
(Section  759  of  the  Bill) 

The  committee  amendment  would  authorize  States,  as  an  alternative 
to  the  work  incentive  program,  to  operate  a  work  incentive  demonstra- 
tion program  for  the  purpose  of  demonstrating  single  agency  admin- 
istration of  the  work-related  objectives  of  the  AFDC  program.  Not 
later  than  60  days  after  the  date  of  enactment,  the  governor  of  a  State 
wishing  to  conduct  this  kind  of  demonstration  would  have  to  submit 
to  the  Secretary  of  Health  and  Human  Services  (HHS)  a  letter  of 
application  providing  evidence  of  intent.  There  would  have  to  be  an 
accompanying  State  program  plan  which  specifies :  ( 1 )  that  the  operat- 
ing agency  will  be  the  State  welfare  agency,  and  (2)  that  required 
participation  criteria  will  be  the  same  (statewide)  as  are  applied 
under  the  WIN  program.  However,  the  components  of  the  program 
could  be  varied  in  different  regions  or  political  subdivisions  of  the 
State.  Earnings  derived  from  participating  in  the  project  would  not 
make  a  family  ineligible  for  AFDC. 

These  demonstration  projects  would  substitute  for  the  regular  WIN 
program,  and  each  participating  State  would  be  funded  at  a  level  equal 
to  its  1981  WIN  allocation  augmented  by  ar-y  other  Federal  funding 
which  may  be  available  for  establishing  AFDC  work  programs  in  the 
State.  (These  funds  could  be  used  only  for  operating  the  work  incen- 
tive demonstration  project  and  could  not  be  used  for  direct  grants  to 
participating  families.) 

The  purpose  of  the  demonstration  authority  is  to  test  the  States' 
ability  to  develop  alternatives  to  the  current  AFDC  work  require- 
ments. The  demonstrations  would  last  for  3  years.  The  Secretary 
of  HHS  would  be  required  to  conduct  two  evaluations  of  a  State's 
work  incentive  demonstration  program.  The  first  evaluation  would  be 
conducted  after  the  first  12  months  of  operation,  and  the  second  at  the 
conclusion  of  the  program.  The  committee  believes  that  the  results  of 
these  evaluations  would  provide  insight  into  ways  to  improve  the 
administrative  mechanism  of  programs  which  are  designed  to  provide 
employment  for  welfare  recipients. 

EFFECT  OF  PARTICIPATION  IN  A  STRIKE  ON  ELIGIBILITY  FOR  AFDC 

(Section  760  of  the  Bill) 

Present  law. — The  AFDC  statute  has  no  specific  provision  which 
addresses  the  issue  of  eligibility  of  strikers  for  assistance.  Regulations 
give  States  the  option  of  excluding  from  eligibility  a  family  in  which 
the  father  is  unemployed  as  the  result  of  participation  in  a  labor  dis- 
pute. However,  17  States  currently  do  provide  assistance  to  families 
in  which  the  father  is  on  strike.  In  addition,  all  States  must  pay  AFDC 
to  families  in  which  the  parent  is  not  required  to  work,  but  could  be 
working  if  not  on  strike,  so  long  as  other  eligibility  criteria  are  met. 

Committee  amendment. — The  committee  amendment  would  provide 
that  AFDC  would  not  be  payable  to  a  family  if  a  caretaker  relative 
(mother  or  father)  is,  on  the  last  day  of  the  month,  participating  in 
a  strike.  If  an  individual  in  the  family  other  than  a  caretaker  relative 
is  on  strike,  that  individual's  needs  would  not  be  included  in  determin- 
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ing  the  amount  of  the  AFDC  grant.  Further,  the  amendment  specifies 
that  participation  in  a  strike  would  not  constitute  good  cause  to  leave 
or  to  refuse  to  seek  or  accept  employment.  Striking  workers  would 
have  to  comply  with  AFDC  work  registration  requirements.  The  com- 
mittee believes  that  the  primary  purpose  of  AFDC  is  to  help  children 
of  those  who  are  unable  to  work,  not  those  who  choose  not  to  work. 
Allowing  strikers  to  join  the  rolls  through  voluntary  action  is  incon- 
sistent with  AFDC  policy  which  requires  recipients  who  are  able  to 
work  to  seek,  accept,  a,nd  retain  employment. 

Estimated  savings. — 


Fiscal  year:  Minions 

1981    -  -  -  

1982    -  -  $5 

1983     5 

1984       5 


AGE  LIMIT  OF  DEPENDENT  CHILD 

(Section  760A  of  the  Bill) 

Present  law. — The  statute  allows  States  to  choose  from  three  options 
for  establishing  a  maximum  age  for  AFDC  child  eligibility.  States 
may  choose  to  limit  eligibility  to  a  child  who  is:  (1)  under  age  18, 
(2)  under  age  21  and  a  student  regularly  attending  a  school,  college, 
or  university,  or  regularly  attending  a  course  of  vocational  or  technical 
training  designed  to  fit  him  for  gainful  employment,  or  (3)  under 
age  21  and  a  student  regularly  attending  a  school  in  grade  12  or  below 
or  regularly  attending  a  course  of  vocational  or  technical  training, 
other  than  a  course  provided  by  or  through  a  college  or  university, 
designed  to  fit  him  for  gainful  employment.  Option  (3),  which  allows 
a  State  to  limit  assistance  to  children  in  elementary  or  high  school  or 
in  vocational  training  (thus  prohibiting  assistance  for  college  students) 
was  added  by  P.L.  96-611. 

Committee  amendment. — The  committee  amendment  would  limit 
eligibility  to  a  child  who  is  under  age  18,  or,  at  State  option,  under  19, 
but  only  if  the  child  is  a  full-time  student  in  a  secondary  or  technical 
school  and  may  reasonably  be  expected  to  complete  the  program  before 
he  reaches  age  19.  The  committee  believes  that  it  is  inappropriate  for 
a  program  which  is  designed  to  help  children  to  provide  aid  for  indi- 
viduals who  are  ordinarily  considered  adults.  Age  18  is  considered  the 
age  of  majority  for  purposes  of  nearly  all  Federal  and  State  laws.  The 
committee  amendment  would  have  the  effect  of  limiting  assistance  to 
those  under  age  18  in  most  circumstances.  The  only  exception  would 
be  if  a  State  decided  that  it  wanted  to  provide  assistance  to  those  who 
had  reached  18,  but  were  still  enrolled  full  time  in  a  program  of  basic 
education.  AFDC  would  not  be  payable  on  behalf  of  college  students. 

Estimated  savings. — 


Fiscal  year:  M////ons 

1981       

1982  --     $100 

1983      104 

1984    108 
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LIMITATION  ON  AFDC  TO  PREGNANT  WOMEN 


(Section  760B  of  the  Bill) 


Present  law. — By  statute,  AFDC  is  paid  on  behalf  of  a  "dependent 
child"  who  is  living  with  a  specified  relative.  In  the  case  of  Burns  v. 
Alcala  the  Supreme  Court  in  1975  held  that  the  term  "dependent 
child"  does  not  include  unborn  children,  and  hence  a  State  receiving 
Federal  matching  for  AFDC  is  not  required  to  offer  welfare  benefits 
to  pregnant  women  for  their  unborn  children.  This  left  in  effect  a  long- 
standing regulation  that  a  State  may  provide  payments  with  respect  to 
an  unborn  child  when  the  fact  of  pregnancy  has  been  determined  by 
medical  diagnosis.  In  the  Burns  case  the  Solicitor  General  argued  on 
behalf  of  the  Department  that  unborn  children  are  not  included  in  the 
Federal  eligibility  standard  and  that  the  regulation  authorizing  Fed- 
eral participation  in  AFDC  payments  to  pregnant  women  is  based  on 
the  agency's  general  authority  to  make  rules  for  efficient  administration 
of  the  Act.  A  total  of  34  States  now  make  some  kind  of  payments  on 
behalf  of  an  unborn  child  to  pregnant  women  with  no  other  children. 
The  kinds  of  payments  vary,  as  do  provisions  specifying  at  what 
stage  of  pregnancy  payments  may  begin. 

Committee  amendment. — The  committee  amendment  would  allow 
States,  at  their  option,  to  provide  payments  to  a  pregnant  woman  if 
it  has  been  medically  verified  that  the  child  is  expected  to  be  born  in 
the  month  the  payments  are  made  or  within  the  3-month  period  fol- 
lowing the  month  of  payment. 

The  amendment  specifies  that  the  term  "aid  to  families  with  depend- 
ent children"  does  not  mean  any  amount  paid  to  meet  the  needs  of  an 
unborn  child,  and  does  not  mean  any  amount  paid  (or  by  which  a 
payment  is  increased)  to  meet  the  needs  of  a  woman  occasioned  by 
her  pregnancy,  unless,  as  has  been  medically  verified,  the  child  is 
expected  to  be  born  in  the  month  the  payments  are  made  (or  increased) 
or  within  the  following  three  months.  The  committee  recognizes  that 
additional  amounts  may  be  required  to  meet  the  needs  of  a  woman  who 
is  pregnant  which  would  not  otherwise  be  required.  Under  the  com- 
mittee's amendment,  States  would  be  allowed  to  meet  such  needs  in  the 
last  trimester  of  pregnancy  by  providing  in  their  plans  for  payment 
for  special  needs  such  as  a  special  diet,  or  a  crib,  infant's  clothing,  or 
other  items  needed  by  the  woman  to  prepare  for  the  birth  of  the  child. 

The  committee  believes  that  allowing  payments  only  for  the  last  3 
months  of  pregnancy  recognizes  the  fact  that  if  pregnant  women  are 
in  need  of  assistance  it  is  ordinarily  only  for  a  limited  period  prior 
to  delivery. 

The  committee  recognizes,  however,  that  there  may  be  cases  in  which 
pregnant  women  need  access  to  prenatal  care,  even  though  they  have 
no  need  of  cash  benefits.  The  committee  amendment  would  allow  any 
State  to  provide  this  access  through  its  medicaid  program. 

Estimated  savings. — 

Fiscal  year:  mnons 


1981. 
1982 
1983. 
1984 


$16 
17 
17 
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AFDC  BY  REASON  OF  UNEMPLOYMENT  OF  A  PARENT 

(Section  760C  of  the  Bill) 

Present  law. — In  1961  Congress  enacted  temporary  legislation  al- 
lowing States  at  their  option  to  provide  assistance  to  families  in  which 
a  parent  was  unemployed.  In  1967  this  legislation  w^as  made  perma- 
nent, but  eligibility  was  limited  to  families  in  which  only  the  father 
was  unemployed.  In  1979  the  Supreme  Court  held  in  Calif ano  v.  West- 
eott  that  the  restriction  to  fathers  was  discriminatory.  Since  that  time, 
the  Department  has  been  operating  under  an  "unemployed  parent" 
concept,  and  either  parent  may  qualify  as  the  unemployed  parent,  re- 
gardless of  whether  the  other  parent  is  employed. 

Committee  amendment. — The  committee  amendment  would  amend 
the  current  statute  to  allow  eligibility  on  the  basis  of  an  unemployed 
parent  (rather  than  father) ,  but  would  define  an  unemployed  parent  as 
the  parent  who  earned  the  greater  amount  of  income  in  the  24-month 
period  immediately  preceding  application.  The  committee  believes  that 
eligibility  for  assistance  on  the  basis  of  unemployment  should  be  lim- 
ited to  families  in  which  the  principal  wage  earner  is  unemployed. 
The  amendment  would  prohibit  eligibility  in  cases  where  the  second- 
ary wage  earner  is  unemployed,  and  thus  benefits  would  better  reflect 
the  family's  actual  need  for  assistance. 

Estimated  savings. — 

Fiscal  year:  M/mons 

1981    (*) 

1982    (*) 

1983    (*) 

1984    (*) 

*  Negligible  savings. 


WORK  REQUIREMENTS  FOR  AFDC  RECIPIENTS 

(Section  760D  of  the  Bill) 

Present  law. — AFDC  work  requirements  do  not  apply  to  children 
age  16  and  over  who  are  in  school  (including  college) ,  or  to  adults  who 
are  caring  for  a  child  under  age  6. 

C ommittee  amendment. — The  committee  amendment  would  limit  the 
work  exemption  to  parents  who  are  providing  care  for  a  young 
child  with  only  brief  or  infrequent  absences  from  the  child.  Thus, 
if  the  parent  is  not  actually  providing  full-time  care  for  the  child, 
the  parent  would  not  be  exempt  from  the  work  requirements.  In  addi- 
tion, the  committee  amendment  would  exempt  from  the  work  require- 
ment only  those  children  above  age  15  who  are  attending,  full  time,  an 
elementary,  secondary,  or  vocational  school.  The  committee  believes 
that  the  work  requirements  should  be  applied  in  such  a  way  that  per- 
sons who  are  able  to  work  are  in  fact  required  to  do  so.  AFDC  is  basi- 
cally intended  to  assist  persons  who  cannot  work.  Persons  who  choose 
to  attend  college  do  not  meet  that  basic  criterion.  It  is  difficult  to  jus- 
tify asking  taxpayers  who  may  be  unable  to  afford  college  for  them- 
selves or  their  children  to  support  a  public  assistance  program  that 
enables  others  to  do  so. 
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Estimated  savings 
Fiscal  year: 

1981  

1982  

1983  

1984  

*  Negligible  savings. 

RETROSPECTIVE  BUDGETING  AND  MONTHLY  REPORTING 

(Section  760E  of  the  Bill) 

Present  law. — Under  present  law,  accounting  methods  for  AFDC 
(that  is,  the  methods  States  use  to  compute  income  in  order  to  deter- 
mine eligibility  and  payment  amounts)  are  left  to  the  choice  of  the 
States.  Some  States  use  a  form  of  retrospective  accounting  in  which 
benefit  determination  is  based  on  the  recipient's  actual  circumstances 
in  the  prior  month.  Most  States,  however,  use  a  prospective  method  in 
which  benefit  determinations  for  a  current  month  are  based  on  current 
information  and  a  forecast  of  circumstances  for  the  remainder  of  the 
month. 

Regulations  issued  by  the  Department  of  Health  and  Human  Serv- 
ices, effective  May  4,  1979,  require  States  to  specify  in  their  State 
plans  whether  they  use  a  retrospective  or  prospective  budgeting 
method  for  AFDC.  The  regulations  specify  certain  rules  which  have 
to  be  followed  under  whichever  system  the  State  chooses. 

If  a  State  uses  retrospective  accounting,  it  must  require  monthly 
income  reports  from  recipients  with  earned  income,  and  may  require 
reports  from  other  recipients.  As  of  March  1981, 12  States  had  adopted 
the  retrospective  accounting  method:  Arizona,  California,  Idaho, 
Illinois,  Kansas,  Michigan,  Montana,  North  Dakota,  Oregon,  South 
Dakota,  Washington,  and  Wyoming.  (This  method  is  also  used  in 
parts  of  Colorado.)  All  of  these  States  require  monthly  reports  from 
recipients  with  earned  income  and  with  work  histories.  California  re- 
quires reports  from  all  recipients.  In  addition,  Minnesota,  Missouri, 
and  Utah  require  monthly  reports  from  those  with  earnings  and  with 
work  histories,  even  though  they  use  a  prospective  accounting  method. 

Committee  amendment. — The  committee  amendment  would  re- 
quire all  States  to  adopt  a  retrospective  accounting  and  monthly  re- 
porting system.  Under  the  retrospective  accounting  system,  States 
would  have  to  determine  a  family's  eligibility  for  benefits  on  the  basis 
of  income  and  other  factors  in  the  current  month,  but  the  amount  of 
the  benefits  would  be  determined  on  the  basis  of  the  circumstances  in 
the  previous  month,  i.e.,  on  a  monthly  retrospective  basis.  (At  the 
option  of  the  State,  but  only  where  the  Secretary  determines  it  to  be 
appropriate,  payment  amount  could  be  determined  on  the  basis  of  in- 
come and  circumstances  in  the  second  preceding  month.  This  may  be 
necessary,  for  example,  when  the  payment  date  is  in  the  first  week  of 
the  month  and  the  State  needs  time  to  process  the  required  monthly 
report.)  For  the  first  month  of  the  family's  eligibility,  however,  both 


Millions 

(*) 
(*) 
(*) 
(*) 
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eligibility  and  benefit  amount  would  be  determined  on  a  current 
(i.e.,  prospective)  basis.  (At  the  option  of  the  State  but  only  where 
the  Secretary  determines  it  to  be  appropriate,  prospective  account- 
ing could  also  be  used  in  the  second  month  of  the  family's  period  of 
eligibility.) 

The  State  would  require  all  recipients  to  provide  monthly  reports 
on  income,  family  composition,  resources,  etc.,  as  a  condition  of 
the  continued  receipt  of  aid  under  the  plan.  These  reports  would 
pertain  to  the  just-passed  month,  as  well  as  to  income  and  other  mat- 
ters relevant  to  eligibility  and  benefits  expected  in  the  coming  month. 
The  State  would  also  be  directed  to  take  prompt  action,  accompanied 
by  concurrent  notice  to  the  recipient,  to  implement  changes  he  reports 
to  the  State  or  to  terminate  aid  for  failure  to  report. 

The  committee  decision  is  based  on  the  fact  that  the  prospective 
system  used  by  most  States  results  in  unavoidable  error  in  that  it  is 
not  possible  to  predict  changes  which  may  take  place  in  an  upcoming 
month  and  which  may  affect  the  AFDC  payment.  Overpayments  and 
underpayments  inevitably  occur.  In  addition,  at  the  present  time  in 
most  States  a  recipient  is  required  to  report  changes  in  income  only 
when  they  occur.  Most  States  have  no  formal  system  for  reporting 
such  changes,  and  delayed  reporting  is  the  cause  of  a  significant  per 
centage  of  AFDC  errors.  The  Department  has  been  conducting  experi- 
ments using  retrospective  accounting  and  monthly  reporting.  The 
results  show  that  substantial  savings  can  be  made  as  a  result  of  adopt- 
ing these  procedures  through  elimination  of  errors  and  more  rapid 
adjustment  of  payments.  The  experiments  have  also  indicated  that 
recipients  are  able  to  meet  the  reporting  requirements  and  that  they 
do  not  result  in  an  undue  burden. 

The  committee  believes  that  this  amendment  would  provide  a  ra- 
tional, business-like  method  for  securing  and  processing  accurate,  up- 
to-date  information  on  each  recipient  family.  A  similar  proposal  was 
agreed  to  by  the  House  in  the  96th  Congress  and  was  also  included 
in  the  1982  Carter  budget. 

Estimated  savings. — 

Fiscal  year:  Minions 
1981    - 

1982     

1983     $187 

1984      195 


PROHIBITION  AGAINST  PAYMENT  OF  AID  IN  AMOUNTS  BELOW  TEN  DOLLARS 

(Section  760F  of  the  Bill) 

Present  law. — State  welfare  agencies  must  pay  the  full  amount  an 
AFDC  family  is  entitled  to  receive  under  the  State's  method  of  deter- 
mining benefits,  regardless  of  how  small  that  amount  may  be. 

Committee  amendment. — The  committee  amendment  would  preclude 
the  State  from  making  a  monthly  payment  of  AFDC  in  an  amount 
less  than  $10.  However,  for  purposes  other  than  AFDC,  any  individual 
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denied  aid  solely  because  of  this  minimum  payment  provision  would 
nonetheless  be  treated  as  a  receipient.  This  provision  would  eliminate 
the  need  to  distribute  checks  for  small  amounts  that  may  cost  more  to 
write  and  process  than  they  are  worth.  The  amendment  would,  how- 
ever, protect  families  from  the  loss  of  other  benefits  because  of  this 
change.  This  provision  was  passed  by  the  House  during  the  96th 
Congress  as  part  of  H.R.  4904.  It  was  also  included  in  the  1982  Carter 
budget. 

Estimated  savings. — 

Fiscal  year:  Millions 


•  Negligible  savings. 

REMOVAL  OF  LIMIT  ON  RESTRICTED  PAYMENTS  IN  A  STATE'S  AFDC  PROGRAM 


Present  law. — Under  existing  law  States  are  allowed  to  make  pro- 
tective or  vendor  payments  (including  payments  in  the  form  of  two- 
party  checks) ,  instead  of  direct  cash  payments,  with  respect  to  recip- 
ients of  AFDC.  The  number  of  recipients  with  respect  to  whom  such 
payments  may  be  made  in  any  State  may  not  exceed  20  percent  of  the 
State's  AFDC  caseload.  In  addition,  the  law  provides  that  these  pro- 
tective and  vendor  payments  may  be  made  only  if  there  is  a  deter- 
mination by  the  State  agency  that  the  relative  of  the  child  for  whom 
the  payments  are  made  has  such  inability  to  manage  funds  that  mak- 
ing payments  to  him  would  be  contrary  to  the  welfare  of  the  child. 

Committee  amendment. — The  committee  amendment  would  delete 
the  limit  on  the  percentage  of  a  State's  cases  to  which  vendor  or  pro- 
tective payments  may  be  made.  The  20  percent  limit  would  no  longer 
apply.  In  addition,  the  amendment  provides  that  if  the  individual 
requests  a  two-party  check  or  other  form  of  vendor  or  protective  pay- 
ment, there  would  not  have  to  be  a  finding  by  the  State  agency  that 
the  recipient  is  unable  to  manage  funds. 

The  committee  believes  that  removal  of  the  limit  will  make  vendors 
more  willing  to  provide  housing,  utilities,  and  other  goods  and  serv- 
ices to  welfare  recipients  because  they  will  be  assured  of  payment. 
The  committee  further  believes  that  recipients  should  have  the  option 
of  receiving  vendor  payments  at  their  request  without  a  finding  by  the 
State  agency  that  they  are  unable  to  manage  their  funds. 

Estimated  savings. — 

Fiscal  year:  mnons 


1981. 
1982 
1983. 
1984 


(Section  760G  of  the  Bill) 


1981 
1982 
1983. 
1984 


•  No  budgetary  impact. 
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ADJUSTMENT  FOR  INCORRECT  PAYMENTS 


(Section  T60H  of  the  Bill) 


Present  law. — There  are  no  provisions  in  the  statute  specifying  how 
States  are  to  treat  overpayments  and  underpayments.  In  practice, 
States  are  given  the  option  of  recouping  overpayments,  but  are  not 
required  to  do  so.  Regulations  prohibit  recoupment  of  overpayments 
unless  the  recipient  has  income  or  resources,  exclusive  of  the  assistance 
payment,  in  the  amount  by  which  the  agency  proposes  to  reduce  pay- 
ments. In  other  words,  if  the  individual  has  no  income  or  countable 
resources  in  excess  of  the  AFDC  payment,  there  can  be  no  recovery  of 
overpayments.  There  is  one  exception  to  this  provision.  Recoupment 
may  be  made  when  overpayments  are  caused  by  the  recipient's  willful 
withholding  of  information  concerning  his  income,  resources,  or  other 
relevant  circumstances.  In  such  cases,  the  agency  may  recover.  If 
recoupment  is  from  current  assistance  payments,  however,  regulations 
require  that  the  State  not  cause  undue  hardship  to  recipients. 

Committee  amendment. — The  committee  amendment  would  require 
States  to  take  prompt  action  to  correct  both  overpayments  and  under- 
payments. In  the  case  of  an  overpayment  to  a  current  recipient,  the 
individual  would  be  permitted  to  repay  the  amount  of  the  overpay- 
ment, or  the  State  would  have  to  offset  the  overpayment  against  the 
AFDC  payment  for  which  the  individual  continued  to  be  eligible. 
However,  the  AFDC  payment  for  any  month  in  which  overpayments 
are  being  recovered,  together  with  the  recipient's  liquid  resources  and 
all  income,  would  have  to  equal  at  least  90  percent  of  the  payment 
that  a  family  would  receive  if  it  had  no  other  income.  Overpayments 
to  former  recipients  would  be  recoverable  by  whatever  civil  remedies 
are  available  in  the  State. 

The  committee  amendment  would  also  require  that  underpayments 
be  promptly  corrected  by  the  State  agency,  and  not  considered  as  in- 
come, and  not  considered  as  resources  in  the  month  of  receipt  or  the 
next  month. 

The  committee  believes  that  a  ]X)licy  of  insuring  the  correctness  of 
payment  is  crucial  if  the  AFDC  program  is  to  continue  to  have  public 
support.  By  requiring  the  correction  of  both  overpayments  and  un- 
derpayments, the  committee  believes  that  recipients  and  welfare 
agencies  alike  will  be  encouraged  to  take  greater  responsibility  for  as- 
suring the  accuracy  of  administration.  Although  States  have  been 
working  to  improve  their  administrative  procedures  and  to  reduce 
errors,  the  committee  notes  that  in  the  quality  control  measuring 
period  April-September  1979,  23.5  percent  of  AFDC  cases  involved 
error.  The  total  number  of  cases  involving  incorrect  payments  was 
779,100,  Nationally,  statistics  show  that  9.5  percent  of  funds  were  over- 
payments, and  0.9  percent  were  underpayments.  In  the  6-month  period 
cited  above,  a  total  of  $493,979,000  in  Federal  and  State  funds  were 
paid  to  families  that  were  ineligible  for  assistance  or  that  received 
payments  in  excess  of  the  amount  payable  to  them. 

Estimated  savings. — 

Fiscal  year:  M////onS 


1981 
1982 
1983 
1984. 


$115 
110 
106 
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REDUCED  FEDERAL  MATCHING  OF  STATE  AND  LOCAL  AFDC 
TRAINING  COSTS 


(Section  7601  of  the  Bill) 

Present  law. — Under  present  law,  States  may  receive  75  percent 
Federal  matching  funds  for  costs  of  training  State  and  local  AFDC 
personnel. 

Committee  amendment. — The  committee  amendment  would  reduce 
the  Federal  matching  rate  to  50  percent,  which  is  the  rate  generally  ap- 
plicable to  administrative  costs.  The  committee  believes  that  raising 
the  State  contribution  to  50  percent  will  insure  that  States  scrutinize 
more  closely  their  training  procedures  and  expenses. 

Estimated  savings. — 

Fiscal  year:  M////ons 

1981  -  -  

1982   $16 

1983   17 

1984   18 


EFFECTIVE  DATE 


(Section  760 J  of  the  Bill) 

Amendments  and  repeals  made  by  the  committee  are  effective  Octo- 
ber 1,  1981,  unless  a  State  agency  administering  the  AFDC  plan 
demonstrates  to  the  satisfaction  of  the  Secretary  of  Health  and  Human 
Services  that  it  cannot,  by  reason  of  State  law,  comply  with  the  re- 
quirements of  the  committee  provisions.  The  Secretary  may  prescribe 
that  in  such  instances  an  amendment  would  become  effective  the  first 
month  which  begins  after  the  close  of  the  first  session  of  that  State's 
legislature  ending  on  or  after  October  1,  1981.  The  committee  expects 
that  the  Secretary  will  work  with  States  to  assist  them  in  meeting  these 
provisions. 

G.  Child  Support  Enforcement  Provision  (Part  G  of  Title  VII) 


COLLECTION  OF  PAST  DUE  CHILD  AND  SPOUSAL  SUPPORT  FROM  FEDERAL  TAX 

REFUNDS 


(Section  761  of  the  Bill) 

Present  law. — Under  current  child  support  statute,  the  Secretary 
of  Health  and  Human  Services  is  required,  upon  the  request  of  a  State 
having  an  approved  child  support  program,  to  certify  to  the  Secretary 
of  Treasury  for  collection  by  the  Internal  Revenue  Service  (IRS)  of 
amounts  which  represent  delinquent  child  support  payments.  The  Sec- 
retary may  certify  only  the  amount  delinquent  under  a  court  order  for 
support,  and  only  upon  a  showing  by  the  State  that  it  has  made  diligent 
and  reasonable  efforts  to  collect  amounts  due.  using  its  own  collection 
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mechanisms,  and  upon  an  agreement  that  the  State  will  reimburse  the 
Federal  Government  for  any  costs  involved  in  making  the  collection. 
Collections  may  be  made  on  behalf  of  both  AFDC  and  non-AFDC 
families. 

Committee  amendment. — In  recent  years  individual  States  have 
been  developing  a  policy  of  using  their  State  tax  systems  for  collecting 
delinquent  child  support  payments.  A  number  of  States  have  had 
considerable  success  in  collecting  child  support  by  withholding  State 
tax  refunds  due  to  absent  parents.  The  committee  believes  that  this 
procedure  should  also  be  used  at  the  Federal  level,  and  that  it  would 
result  in  making  more  effective  the  IRS  collection  procedures  that  are 
authorized  under  present  law.  The  committee  amendment  would 
amplify  existing  authority  in  the  following  way.  Upon  receiving  notice 
from  a  State  child  support  agency  that  an  individual  owes  past-due 
support  which  has  been  assigned  to  the  State  as  a  condition  of  AFDC 
eligibility,  the  Secretary  of  Treasury  would  be  required  to  withhold 
from  any  tax  refunds  due  that  individual,  an  amount  equal  to  any  past 
due  support.  The  withheld  amount  would  be  sent  to  the  State  agency, 
together  with  notice  of  the  taxpayer's  current  address.  The  Secretary 
of  Treasury  would  be  required  to  issue  regulations,  approved  by  the 
Secretary  of  HHS,  prescribing  the  timing  and  contents  of  notices  by 
the  States.  States  would  be  required  to  reimburse  the  Federal  Govern- 
ment for  the  cost  of  the  procedure.  "Past-due  support"  is  denned  as 
the  amount  of  a  delinquency,  determined  under  court  order  or  an  or- 
der of  an  administrative  process  established  under  State  law  for  sup- 
port and  maintenance  of  a  child,  or  of  a  child  and  the  parent  with 
whom  the  child  is  living. 

The  administration  has  informed  the  committee  that  it  intends  to 
operate  this  new  procedure  as  follows : 

States  will  submit  annually  to  HHS  reports  of  delinquent  child 
support  cases.  They  will  be  submitted  on  magnetic  tape  and  contain 
the  name  and  social  security  number  of  the  absent  parent  and  the 
amount  of  the  delinquency.  HHS  will  consolidate  the  cases  from  all 
the  States  and,  in  turn,  submit  them  to  IKS  in  a  format  suitable  for 
the  technical  requirements  of  IRS. 

Tentatively,  it  is  planned  that  States  must  submit  their  requests  to 
HHS  in  October  so  that  HHS  may  forward  the  consolidated  request 
to  the  IRS  in  December.  IRS  will  then  use  this  information  to  offset 
refunds  from  tax  returns  filed  between  January  1  and  April  15.  This 
procedure  will  be  initiated  in  time  to  offset  refunds  owed  for  calendar 
year  1981.  Amounts  offset  by  IRS  will  be  paid  to  State  child  support 
enforcement  agencies. 

In  summary,  there  will  be  two  IRS  collection  procedures  available  to 
States.  Under  the  existing  procedure,  States  may  submit  individual 
delinquent  cases  at  any  time  during  the  year  for  collection  by  IRS 
using  its  full  colleetion  powers.  The  fee  is  currently  $122.50  per  case. 
Under  the  new  procedure.  States  will  submit  once  a  year  a  number  of 
cases  on  magnetic  tape.  For  these  cases.  IRS  will  only  offset  delin- 
quencies against  any  tax  refund  it  may  owe  the  absent  parent.  Because 
this  new  offset  procedure  will  be  highlv  automated,  the  fee  for  each  of 
these  cases  will  be  subst  antially  lower  than  $122.50. 
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Estimated  savings. — 


Fiscal  year:  mwons 

1981    

1982     $27 

1983      30 

1984    33 


COLLECTION  OF  SUPPORT  FOR  CERTAIN  ADULTS 

(Section  762  of  the  Bill) 

Present  law. — Under  current  law,  a  State  child  support  agency  is  not 
authorized  to  collect  support  on  behalf  of  a  parent  of  a  child  for  whom 
it  is  collecting  child  support.  This  is  the  case  even  when  a  court  has 
ordered  a  single  amount  for  both  the  parent  and  the  child,  without 
specifying  the  amount  payable  on  behalf  of  each. 

Committee  amendment. — The  amendment  would  make  State  child 
support  agencies  responsible  for  collecting  support  for  a  child's  parent 
(with  whom  the  child  is  living)  as  well  as  for  the  child  himself.  This 
will  eliminate  the  current  confusion  as  to  what  amounts  are  collectible 
by  child  support  agencies,  and  will  help  to  provide  a  more  adequate 
level  of  support  for  children  of  absent  parents. 

Estimated  savings. — 


Fiscal  year:  M////ons 

1981     

1982    $23 

1983     23 

1984     23 


COST  OF  COLLECTION  AND  OTHER  SERVICES  FOR  NON-AFDC  FAMILIES 

(Section  763  of  the  Bill) 

Present  law. — States  are  allowed,  but  not  required,  to  impose  an 
application  fee  for  furnishing  child  support  collection  and  paternity 
determination  services  to  non-AFDC  families  who  request  them.  HHS 
regulations  provide  that  a  State  may  charge  a  flat  dollar  amount  not  to 
exceed  $20,  or  it  may  use  a  fee  schedule  based  on  the  applicant's  income, 
and  designed  so  as  not  to  discourage  the  application  for  such  services 
by  those  most  in  need  of  them.  States  may  also  provide  for  recovering 
the  cost  incurred  in  excess  of  the  fee  by  deducting  such  costs  from 
the  amount  of  any  recovery  made. 

Committee  amendment. — The  committee  amendment  would  require 
States  to  retain  a  fee  equal  to  10  percent  of  the  support  collected.  (The 
optional  fee  provisions  in  present  law  would  still  be  applicable  to 
paternity  determination  services.)  This  10  percent  fee  would  be 
charged  against  the  absent  parent  and  added  to  the  amount  of  the  col- 
lection. Any  amounts  collected  would  be  used  to  reduce  the  administra- 
tive costs  for  which  the  State  claims  Federal  matching.  The  commit- 
tee believes  that  this  mandatory  fee  provision  is  necessary  to  cover 
the  costs  to  the  Federal  and  State  Governments  of  providing  this 
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collection  service.  The  committee  further  believes  that  this  provision 
would  encourage  States  to  expand  their  collection  efforts  on  behalf  of 
non-AFDC  families.  Some  States  have  been  slow  to  implement  child 
support  collection  services  for  non-AFDC  families  because  of  the  po- 
tential costs  to  them.  The  10  percent  fee  requirement  would  provide 
the  States  with  a  method  of  recovering  costs  which  would  not  be 
administratively  burdensome. 
Estimated  savings. — 


Fiscal  year:  Minions 

1981     

1982      $45 

1983    49 

1984    55 


CHILD   SUPPORT  OBLIGATTOXS  ?sTOT  DISCHARGED  BT  BANKRUPTCY 

(Section  764  of  the  Bill) 

Present  law. — A  child  support  obligation  assigned  to  a  State  as  a 
condition  of  AFDC  eligibility  may  be  released  by  a  discharge  in  bank- 
ruptcy imder  the  Bankruptcy  Act. 

Committee  amendment. — The  committee  amendment  would  reverse 
the  effect  of  an  amendment  made  by  section  328  of  P.L.  95-598  and 
reinstate  a  provision  of  the  Social  Security  Act,  previously  in  effect, 
declaring  that  a  child  support  obligation  assigned  to  a  State  as  a  con- 
dition of  AFDC  eligibility  is  not  discharged  in  bankruptcy.  The  com- 
mittee believes  that  a  parent's  obligation  to  support  his  child  is  not 
one  that  should  be  allowed  to  be  discharged  by  filing  for  bankruptcy, 
and  that  a  child  support  obligation  assigned  to  a  State  as  a  condition 
of  AFDC  eligibility  should  not  be  subject  to  termination  in  that  way. 

Estimated  savings. — 


Fiscal  year:  muons 

1981    _-  

1982    $17 

1983    21 

1984    26 


EFFECTIVE  DATE 

(Section  765  of  the  Bill) 

Amendments  and  repeals  made  by  the  committee  are  effective 
October  1, 1981,  unless  a  State  agency  administering  the  child  support 
plan  demonstrates  to  the  satisfaction  of  the  Secretary  of  Health  and 
Human  Services  that  it  cannot,  by  reason  of  State  law,  comply  with 
the  requirements  of  the  committee  provisions.  The  Secretary  may  pre- 
scribe that  in  such  instances  an  amendment  would  become  effective  the 
first  month  which  begins  after  the  close  of  the  first  session  of  that 
State's  legislature  ending  on  or  after  October  1,  1981. 


524 


H.  Supplemental  Security  Income  Provisions  (Part  H  of 

Title  VII) 

retrospective  accounting 
(Section  771  of  the  Bill) 

Present  law. — The  Supplemental  Security  Income  (SSI)  statute 
provides  for  determining  a  recipient's  benefits  on  the  basis  of  the 
income  anticipated  in  the  calendar  quarter.  Redeterminations  are  to 
be  made  at  such  times  as  provided  by  the  Secretary.  There  is  no  provi- 
sion for  regular  reporting  of  changes  in  income  or  other  factors 
affecting  eligibility. 

Committee  amendment. — The  SSI  law  would  be  amended,  in  a 
manner  comparable  to  AFDC,  to  provide  that  the  SSI  benefit  amount 
would,  in  general,  be  determined  on  a  1-month  retrospective  basis, 
rather  than  a  quarterly  prospective  basis,  as  under  current  law. 
Eligibility  would  be  determined  on  the  basis  of  the  current  month's 
circumstances.  However,  for  the  first  month  of  eligibility  (the  month 
in  which  the  application  is  filed)  eligibility  and  benefit  amount  would 
both  be  determined  on  a  current  (prospective)  basis. 

Special  provision  is  made  for  the  Secretary  to  waive  the  limitation 
on  payment  to  individuals  in  certain  medical  institutions  in  order  to 
facilitate  their  leaving  the  institution.  To  assist  in  this,  the  Secretary 
could  allow  benefits  to  be  paid  in  the  month  the  individual  leaves  the 
institution  and  in  the  preceding  month  (or  2  months)  in  an  amount 
appropriate  to  his  new  living  arrangement.  The  new  procedure  would 
be  effective  with  respect  to  months  after  the  first  calendar  quarter 
which  ends  more  than  five  months  after  the  month  of  enactment. 

The  committee  believes  that  this  change  from  a  quarterly  prospec- 
tive system  to  a  monthly  retrospective  system  will  help  to  reduce  the 
number  of  incorrect  payments  which  are  now  being  made  in  the  SSI 
program.  In  the  quality  assurance  measuring  period  October  1979- 
March  1980,  12.9  percent  of  SSI  cases  involved  errors.  This  resulted 
in  a  5.0  percent  payment  error  rate,  or  $185  million  in  overpayments 
in  that  6-month  period.  Some  of  these  errors  were  unavoidable,  in  that 
it  is  not  always  possible  to  anticipate  changes  in  income  and  circum- 
stances. To  the  extent  that  benefits  will,  under  the  committee  amend- 
ment, be  determined  on  a  retrospective  basis,  such  errors  will,  in  the 
future,  be  avoided.  Overpayments  constitute  not  only  a  misuse  of 
Federal  funds,  but  also  a  serious  burden  on  SSI  recipients,  who  may 
be  called  upon  to  repay  benefits  which  were  paid  to  them  in  error. 

Although  the  committee  bill  does  not  require  a  regular  reporting 
system  for  SSI  recipients,  the  committee  expects  the  Social  Security 
Administration  (SSA)  to  make  every  effort  to  assure  that  the  pay- 
ments which  it  makes  are  made  correctly,  and  to  make  sure  that  re- 
cipients know  of  their  responsibility  to  inform  SSA  of  any  changes 
which  could  result  in  an  increase  or  decrease  in  their  SSI  benefit. 
Redeterminations  of  eligibility  should  be  made  on  a  regular  basis. 

Estimated  savings. — 

Fiscal  year:  Millions 

1981    

1983    -  $30 

1982     60 

1984   60 
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FUNDING  OF  REHABILITATION  SERVICES  FOR  SSI  RECIPIENTS 


(Section  772  of  the  Bill) 

Present  law. — The  Secretary  of  the  Department  of  Health  and 
Human  Services  has  authority  to  reimburse  State  vocational  rehabili- 
tation agencies  for  services  provided  to  blind  and  disabled  recipients 
of  the  SSI  program. 

Committee  amendment. — The  committee  amendment  would  repeal 
the  authority  to  reimburse  for  vocational  rehabilitation  services.  The 
committee  intends  that  funding  for  these  services  will,  in  the  future, 
be  provided  as  part  of  a  new  block  grant  program. 

Estimated  savings. — 

Fiscal  year:  Munons 

1981  

1981   $20 

1983    18 

1984    15 


I.  Provisions  Related  to  Social  Services  Block  Grant 
(Section  81-99B  of  the  Bill) 

Present  Law:  Social  Services. — In  addition  to  providing  Federal 
funding  for  cash  public  assistance  to  certain  categories  of  needy  indi- 
viduals, the  welfare  titles  of  the  Social  Sercurity  Act  have  provided 
funding  for  a  variety  of  social  services  programs.  Originally,  the  costs 
of  social  services  were  considered  a  part  of  the  administrative  costs  of 
operating  cash  public  assistance  programs,  but  subsequent  amend- 
ments provided  separate  recognition  of  social  service  programs,  ex- 
panded their  availability  to  persons  not  receiving  cash  assistance,  per- 
mitted funding  of  services  provided  by  agencies  other  than  the  welfare 
agency  itself,  and  increased  the  Federal  rate  of  matching  from  50  per- 
cent to  75  percent. 

Under  present  law,  the  ceiling  on  Federal  funding  for  social  services 
under  title  XX  is  $2.9  billion  in  fiscal  year  1981,  increasing  by  $0.1  bil- 
lion annually  until  reaching  a  level  of  $3.3  billion  in  fiscal  year  1985 
and  thereafter.  Of  this  total,  $200  million  in  fiscal  year  1981  and  8  per- 
cent of  the  total  in  subsequent  fiscal  years  is  available  to  the  States 
for  child  day  care  services  with  no  State  matching  funds  required ;  the 
balance  of  the  State's  allotment  must  be  matched  with  the  State  paying 
25  percent  of  the  cost  of  the  services.  The  present  program  is  an  "ap- 
propriated entitlement  program" — that  is,  States  are  entitled  to  their 
share  of  the  Federal  ceiling,  although  the  funds  are  in  fact  appropri- 
ated in  appropriation  bills. 

Under  present  law,  States  prepare  a  social  services  plan  which  must 
meet  requirements  specified  in  the  Federal  statute  relating  to  fair 
hearings,  disclosure  of  information,  certain  administrative  require- 
ments, duration  of  residency  requirements,  foster  home  standards, 
child  day  care  standards,  statewide  provision  of  services,  State  finan- 
cial participation,  and  certain  providers  of  health  services.  If  the 
State  complies  with  these  requirements,  the  Secretary  of  Health  and 
Human  Services  (HHS)  must  approve  the  State  plan.  Title  XX 
also  specifies  certain  requirements  a  State  must  meet  in  developing  its 


526 


social  services  plan  designed  to  assure  public  participation  in  the  plan's 
development. 

Federal  day  care  standards. — A  provision  was  included  in  the  orig- 
inal title  XX  legislation  to  require  that  day  care  services  provided 
under  State  social  service  plans  meet  the  1968  Federal  Interagency 
Day  Care  Requirements,  with  some  modifications. 

In  response  to  the  concern  expressed  by  a  number  of  States  that  they 
could  not  meet  certain  federal  staffing  requirements,  the  Congress  en- 
acted temporary  legislation  delaying  their  implementation  and  provid- 
ing instead  that  Federally  funded  day  care  meet  State  staffing  stand- 
ards. This  temporary  legislation  was  extended  several  times. 

Last  year,  HHS  issued  final  rules  for  day  care  intended  to  become 
effective  September  19,  1980.  The  regulations  contained  requirements 
concerning  a  program  of  activities,  health  and  safety,  physical  en- 
vironment, staff  training,  group  composition  (including  staffing  re- 
quirements), parent  involvement,  social  services,  nutrition,  and  the 
role  of  State  agency  administration.  The  Congress  was  concerned  that 
these  Federal  day  care  standards  would  increase  the  cost  of  child  care 
and  reduce  its  availability,  particularly  for  low-income  families.  In 
view  of  these  concerns,  the  Congress  precluded  implementation  of  the 
proposed  day  care  standards  until  July  1,  1981,  allowing  an  oppor- 
tunity for  Congressional  review.  In  the  interim,  day  care  provided 
with  Federal  matching  funds  must  meet  applicable  State  and  local 
standards. 

■t  Restrictions  on  use  of  funds. — States  are  subject  to  certain  limita- 
tions on  the  use  of  Federal  funds  under  title  XX.  The  major  restric- 
tions are  the  following : 

1.  Generally,  social  service  funds  cannot  be  used  to  pay  for 
medical  care,  public  education,  cash  payments  to  individuals,  room 
and  board,  or  for  the  purchase,  construction,  or  major  modifica- 
tion of  land,  buildings,  or  fixed  equipment. 

2.  Expenditures  used  for  services  to  persons  receiving  or  eligi- 
ble to  receive  AFDC,  Supplemental  Security  Income  (SSI),  or 
Medicaid  must  be  at  least  equal  to  50  percent  of  the  total  Federal 
funding  which  the  State  receives. 

3.  Fees  for  the  social  services  may  be  charged  individuals  or 
families  receiving  AFDC  or  SSI,  or  whose  family  income  is  be- 
low the  lower  of  (1)  80  percent  of  the  median  income  of  a  family 
of  4  in  the  State,  or  (2)  the  National  median  income  for  a  family 
of  4,  only  in  accordance  with  rules  prescribed  by  the  Secretary 
of  HHS.  Except  for  family  planning  and  certain  protective  and 
referral  services,  fees  must  be  charged  for  social  services  provided 
individuals  in  families  whose  income  exceeds  the  lower  of  these 
two  amounts  and  services  may  not  be  provided  under  the  pro- 
gram to  families  with  incomes  above  115  percent  of  the  State 
median  income. 

4.  Federal  matching  may  not  be  provided  for  goods  or  services 
provided  in  kind  by  a  private  entity,  nor  for  donated  private 
funds  ( unless  the  funds  are  donated  to  the  State  without  restric- 
tion and  do  not  revert  to  the  donor's  facility  or  use). 
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Present  Laiv :  Adoption  Assistance  and  Foster  Care 

Legislation  enacted  last  year  involved  a  major  restructuring  of  So- 
cial Security  Act  programs  for  the  care  of  children  who  must  be  re- 
moved from  their  own  homes.  In  particular,  prior  law  was  modified 
to  lessen  the  emphasis  on  foster  care  placement  and  to  encourage  efforts 
to  find  permanent  homes  for  children  either  by  making  it  possible  for 
them  to  return  to  their  own  families  or  by  placing  them  in  adoptive 
homes. 

Subsidized  adoptions. — A  new  subsidized  adoption  program  with 
Federal  matching  was  established  under  which  a  State  would  be  re- 
sponsible for  determining  which  children  in  foster  care  are  eligible 
for  adoption  assistance  because  of  special  needs  which  have  discour- 
aged their  adoption.  The  State  has  to  find  that  any  such  child  would 
have  been  receiving  AFDC  but  for  the  child's  removal  from  the  home 
of  his  relatives ;  that  the  child  cannot  be  returned  to  that  home ;  and 
that,  after  making  a  reasonable  effort  consistent  with  the  child's  needs, 
the  child  has  not  been  adopted  without  the  offering  of  financial  assist- 
ance. The  requirement  of  a  search  for  a  nonsubsidized  adoptive  family 
does  not  apply  when  such  a  search  would  be  against  the  best  interests 
of  the  child. 

In  the  case  of  any  child  meeting  these  requirements,  the  State  may 
offer  adoption  assistance  to  parents  who  adopt  the  child.  The  amount 
of  assistance,  to  be  agreed  upon  between  the  parents  and  the  agency, 
cannot  exceed  the  foster  care  maintenance  payment  that  would  be 
paid  if  the  child  were  in  a  foster  family  home,  and  can  be  readjusted 
by  agreement  of  the  parents  and  the  local  agency  to  reflect  any 
changed  circumstances.  Adoption  assistance  payments  may  be  paid 
until  the  child  reaches  18,  or  until  21  in  the  case  of  a  child  with  a 
mental  or  physical  handicap. 

Effective  October  1,  1983,  States  are  required  to  continue  to  comply 
with  adoption  assistance  agreements  regardless  of  whether  the  adop- 
tive parents  are  or  remain  residents  of  the  State. 

Children  receiving  adoption  assistance  payments  are  considered  to 
be  receiving  AFDC  and  therefore  are  categorically  eligible  for 
Medicaid. 

Foster  care  grants. — Before  fiscal  year  1981,  open-ended  Federal 
matching  was  provided  for  foster  care  payments  under  AFDC  if  a 
child:  (1)  met  State  AFDC  eligibility  requirements  and  (2)  was  re- 
moved from  his  home  as  a  result  of  a  judicial  determination  to  the 
effect  that  continuation  in  the  home  would  be  contrary  to  the  welfare 
of  such  child.  Last  year's  legislation  set  a  ceiling  on  Federal  foster 
care  matching  funds  for  4  years  beginning  with  fiscal  year  1981.  The 
ceiling  was  contingent  upon  the  appropriation  of  specified  additional 
amounts  for  the  child  welfare  services  program. 

Federal  funding  of  foster  care  maintenance  payments  is  available 
for  children  placed  in  foster  care  homes,  in  nonprofit  private  child 
care  institutions,  and  in  public  institutions  serving  no  more  than  25 
resident  children.  Federal  funding  is  limited  to  those  items  which  are 
comparable  to  what  would  be  provided  in  a  foster  family  home  such 
as  food,  clothing,  shelter,  personal  needs  and  the  costs  of  providing 
those  items  and  of  supervising  the  children. 
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A  case  plan  must  be  developed  for  each  AFDC  foster  care  child 
which  includes  a  description  of  the  child's  placement  and  its  appro- 
priateness ;  a  plan,  if  necessary,  for  compliance  with  judicial  determi- 
nation requirements ;  and  a  plan  of  services  which  will  be  provided. 
In  addition,  a  case  review  is  required  at  least  every  six  months  by  a 
court  of  competent  jurisdiction  or  an  administrative  review. 

Child  welfare  service  grants. — The  child  welfare  services  program 
under  title  IV-B  of  the  Social  Security  Act  provides  a  Federal  con- 
tribution to  the  costs  of  State  programs  to  protect  and  promote  the 
welfare  of  children  including  the  provision  of  services  to  enable  chil- 
dren to  remain  in  their  own  homes,  action  to  remove  children  from  un- 
suitable homes  and  place  them  in  foster  care  homes  or  institutions,  and 
measures  to  place  children  in  adoptive  homes.  Within  the  overall  Fed- 
eral funding  available,  the  Federal  matching  share  is  set  at  75  per- 
cent. 

Title  IV-B  specifically  permits  expenditures  for  State  tracking  and 
information  systems,  individual  case  review  systems,  services  to  reunite 
families  or  place  children  in  adoption,  and  procedures  to  protect  the 
rights  of  natural  parents,  children  and  foster  parents. 

A  State  may  not  receive  any  IV-B  funds  in  excess  of  its  share  of 
$141  million  unless  it  has :  (1)  conducted  an  inventory  of  children  who 
have  been  in  foster  care  for  over  6  months;  (2)  implemented  a  state- 
wide information  system  on  children  in  foster  care;  (3)  implemented 
a  case  review  system  for  each  child  in  foster  care,  which  includes  a 
6  month  review  and  18  month  dispositional  hearing  for  each  child ;  and 
(4)  implemented  a  services  program  designed  to  assist  children,  where 
possible,  to  return  to  their  homes.  To  be  eligible  to  receive  its  share  of 
increased  appropriations  under  Title  IV-B,  a  State  could  not  reduce 
its  spending  level  for  child  welfare  services  under  Title  IV-B,  below 
its  1979  level. 

When  Federal  title  IV-B  appropriations  have  equaled  the  author- 
ized maximum  of  $266  million  for  two  consecutive  years,  a  State's 
IV-B  funds  will  be  reduced,  beginning  with  the  succeeding  fiscal  year, 
to  the  share  of  $56  million  it  received  in  fiscal  year  1979,  unless  and 
until  it  has  implemented  the  protections  and  procedures  described 
above  and,  in  addition,  implemented  a  service  program  of  preplace- 
ment  preventive  services  designed  to  prevent  the  need  for  removing  a 
child  from  his  home. 

Committee  amendment. — The  Committee  amendment  would  repeal 
the  existing  provisions  of  the  title  XX  social  services  program,  the 
child  welfare  services  program,  and  the  foster  care  and  adoption  assist- 
ance programs.  In  place  of  these  provisions,  a  new  title  XX  social 
services  program  would  be  established  on  a  block  grant  basis.  Within 
the  new  title  XX,  the  Committee  amendment  makes  special  provision 
for  child  welfare,  adoption  assistance,  and  foster  care  so  as  to  assure 
that  States,  in  operating  the  new  block  grant  program,  will  achieve 
the  objectives  of  those  programs  as  amended  by  the  Adoption  Assist- 
ance and  Child  Welfare  Act  of  1980. 

The  new  title  XX  would  provide  that  each  State  be  entitled  to  an 
annual  allotment  for  operating  social  services  programs.  For  fiscal 
year  1982  and  each  year  thereafter,  the  amount  of  the  allotment  for 
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each  State  would  be  its  share  of  a  national  total  of  $2,639  billion.  This 
represents  75  percent  of  the  fiscal  year  1981  funding  level  for  the 
following  programs : 

[In  millions  of  dollars] 


1981  75  percent 
level  of  1981 


Title  XX  social  services  (including  child  care)  _  _  2,  9 16  2,  187 

Title  XX  training.                 _                                75  56 

Child  welfare  services  and  training                           169  127 

Foster  care  and  adoption  assistance                          359  269 


Total   3, 519  2, 639 


The  amount  allotted  to  each  State  would  be  based  on  the  State's 
relative  share  of  the  Federal  funding  for  these  programs  in  fiscal  year 
1981.  As  under  existing  law,  the  program  would  operate  as  an  appro- 
priated entitlement  in  which  the  Federal  Government  is  obligated  to 
appropriate  an  amount  sufficient  to  meet  all  qualified  State  expendi- 
tures up  to  the  amount  of  the  State  allotment.  Under  the  committee 
amendment,  there  would  be  no  non-Federal  matching  requirement  and 
States  would  be  able  to  claim  funds  within  their  allotments  for  ex- 
penditures in  the  fiscal  year  to  which  the  allotment  applies  or  in  the 
following  year.  As  under  present  law,  unexpended  funds  would  not  be 
reallotted.  However,  each  State  would  be  authorized  to  transfer  up  to 
10  percent  of  its  annual  title  XX  allotment  for  expenditure  under 
health,  energy,  or  emergency  assistance  block  grant  programs. 

Before  expending  funds  under  the  new  title  XX  program  for  any 
fiscal  year.  States  would  be  required  to  develop,  transmit  to  the  Secre- 
tary of  HHS,  and  make  public  a  report  on  how  the  funds  are  to  be 
used,  including  information  about  the  types  of  activities  to  be  funded 
and  the  characteristics  of  the  individuals  who  will  be  served.  This  re- 
port would  be  revised  throughout  the  vear,  as  necessary. 

Each  State  would,  as  under  present  law,  determine  the  types  of  serv- 
ices to  be  provided.  Unlike  present  law,  there  would  be  no  require- 
ment that  a  specific  portion  of  the  funds  be  used  for  welfare  recipients. 
The  committee  amendments  would  also  eliminate  the  present  law  pro- 
visions limiting  eligibility  to  individuals  with  incomes  below  115  per- 
cent of  State  median  income,  Thp  committee  amendment  prohibits  the 
use  of  title  XX  funds  for  the  following  specified  purposes : 

1.  The  purchase  or  improvement  of  land  or  buildings, 

2.  Room  and  board  costs  (except  for  certain  short-term  or  emer- 
gency shelter  or  as  provided  for  under  the  foster  care  and  adop- 
tion assistance  provisions) , 

3.  Wage  payments  other  than  payments  under  the  provisions 
for  subsidizing  the  costs  of  hiring  welfare  recipients  in  child  pare 
jobs;  (provisions  under  present  law  retained  by  the  committee 
amendment) ; 
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4.  Medical  care  (except  where  it  is  an  integral  part  of  another 
service  or  is  provided  for  initial  detoxification  of  an  alcoholic  or 
drug  dependent  individual) , 

5.  Institutional  services  (provided  by  the  institution)  except 
for  rehabilitation  services  or  services  for  alcoholic  or  drug 
dependent  individuals, 

6.  Educational  services  which  are  generally  available,  and 

7.  Services  in  the  form  of  cash  payments. 

The  committee  amendment  would  allow  the  Secretary  of  Health 
and  Human  Services  to  waive  the  prohibition  against  medical  services 
and  against  the  purchase  or  improvement  of  land  or  buildings  where 
he  finds  extraordinary  circumstances  justify  such  uses. 

The  committee  amendment  would  eliminate  Federal  standards  for 
child  care  services  provided  under  title  XX,  substituting  a  requirement 
that  such  services  be  provided  in  compliance  with  applicable  State 
and  local  laws.  This  is  the  same  requirement  that  is  now  in  effect  under 
temporary  legislation. 

Under  the  committee  amendment,  States  would  be  required  at  least 
every  2  years  to  prepare,  transmit  to  the  Secretary  of  HHS,  and 
make  available  reports  showing  in  detail  how  the  program  funds 
were  expended  and  demonstrating  that  such  expenditures  meet  the 
requirements  of  title  XX.  While  each  State  would  determine  the 
exact  format  and  content  of  its  report,  consistent  with  the  require- 
ments of  this  provision,  these  reports  would  be  the  major  source  of 
national  data  on  services  provided  under  this  program.  The  com- 
mittee expects  that  HHS  will  provide  necessary  technical  assistance 
in  developing  appropriate  definitions  and  categories  of  services  to 
facilitate  this  objective.  In  addition,  States  would  be  required  to 
audit  their  programs  at  least  every  2  years  (with  the  audit  being 
conducted  by  an  entity  which  does  not  receive  title  XX  funds). 
Any  amounts  expended  which  did  not  comply  with  title  XX  re- 
quirements would  be  recovered  by  the  Federal  Government. 

Under  present  law,  social  services  in  territorial  jurisdictions  are  not 
funded  under  title  XX  but  under  separate  authority  in  several  differ- 
ent titles  of  the  Social  Security  Act.  The  Committee  bill  would  in- 
stead make  the  new  title  XX  block  grant  program  applicable  in  the 
Guam,  Puerto  Rico,  the  Northern  Mariana  Islands,  and  the  Virgin 
Islands. 

Adoption  assistance,  foster  care,  and  child  welfare  services. — The 
Committee  bill  would  provide  a  separate  identification  within  the 
overall  block  grant  for  programs  of  adoption  assistance,  foster  care, 
and  child  welfare  services.  The  amount  of  funding  under  the  block 
grant  for  any  State  would  be  reduced  for  any  fiscal  year  in  which  it 
does  not  have  these  programs  or  does  not  operate  them  in  accord  with 
the  requirements  of  present  law.  (This  rule  would  be  applied  to  in- 
clude requirements  of  present  law  which  were  contingent  upon  the 
appropriation  of  certain  specified  sums  for  the  child  welfare  services 
program.)  If  a  State  does  not  meet  these  requirements,  the  amount  of 
reduction  in  its  title  XX  block  grant  funds  would  be  that  percentage 
of  its  allocation  for  the  year  in  question  which  equals  the  funds  it  re- 
ceived for  fiscal  year  1981  for  AFDC  foster  care,  adoption  assistance, 
and  child  welfare  services  as  a  percentage  of  the  funds  it  received  for 
those  three  programs  plus  title  XX  social  services. 
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To  establish  that  a  State  is  eligible  for  the  funding  associated  with 
the  foster  care,  adoption  assistance,  and  child  welfare  services  portion 
of  the  block  grant  funding,  the  Governor  of  the  State  would  be  re- 
quired to  certify  that  the  State  has  a  program  which  complies  with 
the  present  law  provisions  and  includes  (to  the  extent  required  by 
those  provisions)  : 

1.  A  services  program  designed  to  help  children,  whose  custody 
the  State  would  otherwise  be  required  to  assume,  remain,  if  appro- 
priate, in  their  homes; 

2.  A  system  in  which,  for  each  child  for  whose  custody  the 
State  is  responsible,  a  plan  is  prepared  (and  subjected  to  periodic 
court  or  administrative  review)  that  is  designed — ■ 

(A)  to  achieve  placement  in  the  least  restrictive  (most 
family -like)  setting  available,  or  a  return  to  the  child's  own 
home,  or  an  adoption  placement,  as  appropriate; 

(B)  to  ensure  that  the  child  receives  proper  care; 

(C)  in  the  case  of  a  foster  care  placement,  to  ensure  peri- 
odic hearings  by  a  court  (or  agency  approved  by  the  court) 
to  review  or  determine  the  placement  then  in  the  best  inter- 
ests of  the  child,  and 

(D)  in  the  case  of  a  foster  care  placement,  to  provide  serv- 
ices to  the  parents,  child,  and  foster  parents  in  order  to  im- 
prove the  conditions  in  the  parents'  home,  facilitate  return 
of  the  child  to  his  own  home  or  the  permanent  placement  of 
the  child,  and  address  the  needs  of  the  child  while  in  foster 
care ; 

3.  Adoption  assistance  for  children  with  special  needs; 

4.  Methods  for  establishing,  and  periodically  reviewing,  stand- 
ards for  foster  family  homes  and  child  care  institutions  designed 
to  ensure  appropriate  care ;  and 

5.  A  statewide  information  system,  to  be  implemented  by  Octo- 
ber 1,  1983,  from  which  the  status,  demographic  characteristics, 
location,  and  goals  for  the  placement  of  every  child  who  is  in 
foster  care,  or  who  has  been  in  such  care  within  the  preceding 
twelve  months,  can  readily  be  determined. 

Present  law  requires  these  elements  as  a  condition  of  State  partici- 
pation in  the  existing  law  programs.  Some  of  these  requirements,  such 
as  the  offering  of  adoption  assistance,  are  now  provided  for  on  an 
absolute  basis  as  a  condition  of  Federal  funding  under  AFDC  while 
others,  such  as  the  establishment  of  tracking  systems,  are  required  for 
the  receipt  of  certain  amounts  of  child  welfare  services  funding  and 
are  contingent  upon  specified  amounts  being  appropriated  for  that 
program.  The  committee  amendment  would  make  the  meeting  of  these 
requirements  a  condition  of  receiving  that  part  of  the  title  XX  block 
grant  which,  on  a  proportional  basis,  reflects  previous  funding  levels 
for  the  three  elements  of  foster  care,  adoption  assistance,  and  child 
welfare  services. 

To  the  extent  that  any  requirements  were  contingent  upon  appro- 
priations levels,  the  committee  amendment  would  be  applied  as  though 
the  contingencies  had  been  met.  However,  they  would  be  considered 
to  have  become  requirements  only  when  a  State  would  have  been  sub- 
ject to  a  loss  of  funding  under  present  law.  In  other  words,  States 
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would  have  the  same  opportunity  as  under  present  law  to  phase  into 
compliance  without  facing  a  loss  of  funding. 

Prior  to  fiscal  year  1985,  States  would  need  to  have  in  effect  a  foster 
care  and  adoption  assistance  program  which  meets  the  specification 
of  the  present  title  IV-E.  Beginning  in  fiscal  year  1985,  States  would 
have  to  meet  the  various  requirements  relating  to  foster  care  tracking, 
case  review,  and  pre-  and  post-placement  services  in  order  to  continue 
receiving  this  segment  of  their  title  XX  block  grant  funds.  In  order 
to  have  such  a  program  fully  operational  by  that  deadline,  States 
would  find  it  necessary  to  phase  into  compliance  between  the  enact- 
ment of  this  legislation  and  the  start  of  fiscal  year  1985. 

Under  the  Committee  amendment,  States  would  be  required  to 
expend  for  foster  care,  child  welfare  services,  and  adoption  assistance 
at  least  75  percent  of  tne  amount  they  were  allotted  for  these  programs 
in  fiscal  year  1981.  However,  foster  care  payments  could  not  represent 
a  greater  proportion  of  a  State's  total  title  XX  block  grant  expendi- 
tures than  such  payments  in  1981  represented  of  the  State's  total 
allotment  under  the  foster  care,  child  welfare  services,  adoption 
assistance,  and  social  services  programs.  As  under  present  law,  States 
could  not  provide  foster  care  payments  for  children  in  public  institu- 
tions which  serve  more  than  25  children. 

The  annual  or  biennial  State  reports  on  and  audits  of  activities 
under  the  title  XX  block  grant  would  be  required  to  verify  that  the 
provisions  relating  to  child  care  services,  foster  care,  and  adoption 
assistance  were  complied  with. 

Under  the  Committee  amendment,  the  Secretary  of  Health  and 
Human  Services  would  be  directed  to  conduct  a  study  to  identify  such 
criteria  and  mechanisms  as  may  be  useful  for  the  States  to  assess  the 
effectiveness  and  efficiency  of  the  service  programs  under  the  block 
grant.  The  study  would  include  consideration  of  Federal  incentive 
payments  as  an  option  to  reward  high  performance  of  the  States  in 
the  services  programs.  The  Secretary  would  report  to  the  Congress 
the  results  of  this  study  within  1  year  after  the  provision  is  enacted. 

It  is  the  committee's  belief  that  the  block  grant  approach  is  desir- 
able in  order  to  eliminate  burdensome  restrictions  on  programs  and  to 
give  the  States  the  increased  flexibility  they  need  to  target  resources 
on  problems  which  they  regard  as  most  important.  While  holding  to 
this  basic  philosophy,  it  is  also  the  committee's  intent  that  States 
maintain  adoption  assistance,  foster  care  and  child  welfare  programs. 
These  programs  were  only  recently  established  as  part  of  the  Adoption 
Assistance  and  Child  Welfare  Act  of  1980,  and  have  not  yet  been 
fully  implemented  by  States.  It  is  the  committee's  belief,  therefore, 
that  the  child  welfare,  foster  care  and  adoption  assistance  programs 
should  receive  special  protection  and  delineation  in  the  block  grant. 

el.  Trade  Adjustment  Assistance 

(Section  J  of  the  Bill) 

Present  Law. — Under  present  law  a  group  of  workers,  their  certi- 
fied or  recognized  union,  or  other  authorized  representative  may  peti- 
tion the  Secretary  of  Labor  for  a  certification  of  eligibility  for  worker 
adjustment  assistance. 
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Workers  are  certified  as  eligible  for  worker  adjustment  assistance  if 
they  meet  the  following  conditions:  (1)  a  significant  number  or  pro- 
portion of  the  workers  in  the  workers'  firm  or  appropriate  subdivision 
of  the  firm  have  been  threatened  with  or  have  experienced  total  or 
partial  separation;  (2)  the  sales  or  production  of  the  firm  or  sub- 
division has  decreased  absolutely;  and  (3)  increases  in  imports  of 
"articles  like  or  directly  competitive"  with  articles  produced  by  the 
workers'  firm  or  appropriate  subdivision  of  their  firm  "contributed 
importantly"  to  threatened  or  actual  total  or  partial  job  separation 
and  to  a  decline  in  sales  or  production. 

The  Secretary  of  Labor  is  required  to  determine  whether  a  group 
of  workers  is  eligible  for  adjustment  assistance  and  to  issue  a  certifi- 
cation of  eligibility  to  apply  for  assistance  within  60  days  after  the 
petition  is  filed.  The  Department  has  not,  however,  met  this  require- 
ment in  the  last  year. 

The  basic  program  benefit  for  workers  under  the  TAA  program  is 
the  payment  of  a  trade  readjustment  allowance  (TEA).  TRA  is  pay- 
able to  an  adversely  affected  worker  for  a  week  of  unemployment  and 
is  required  to  be  70  percent  of  his  previous  average  weekly  wage,  not  to 
exceed  the  average  weekly  manufacturing  wage  (now  $289  per  week). 
The  weekly  TRA  payable  is  reduced  by:  (1)  50  percent  of  earnings 
during  the  week;  (2)  any  training  allowance  except  that  the  TRA  is 
required  to  be  paid  in  an  amount  at  least  equal  to — and  in  lieu  of — any 
federal  training  allowance;  and  (3)  unemployment  compensation  for 
which  the  individual  is  eligible.  The  combined  value  of  any  wages, 
TRA,  training  allowances  and  unemployment  compensation  may  not 
exceed  80  percent  of  his  previous  average  weekly  wage  and  130  percent 
of  the  average  weekly  manufacturing  wage. 

Payments  of  TRA  are  required  to  be  made  to  a  certified  and  eligible 
adversely  affected  worker  who  files  an  application  for  any  week  of 
unemployment  after  the  "trade-impact  date"  (the  date  on  which 
threatened  or  actual  total  or  partial  separation  began  in  the  firm  or 
appropriate  subdivision  of  the  firm)  if  the  following  two  conditions 
are  met:  (1)  the  worker's  last  separation  took  place  on  or  after  the 
trade  impact  date  but  not  after  the  termination  date  (if  any)  and  not 
after  the  expiration  date.  (The  termination  date  is  the  date  as  of  which 
the  Secretary  of  Labor  determines  the  group  eligibility  conditions  are 
no  longer  met ;  the  expiration  date  is  two  years  from  the  certification 
date.)  (2)  the  worker  had  at  least  26  weeks  of  employment  at  wages  of 
at  least  $30  per  week  in  adversely  affected  employment  with  a  single 
firm  or  subdivision  of  a  firm  in  the  1-year  period  preceding 
unemployment. 

The  maximum  number  of  weeks  that  TRA  can  be  paid  is  78,  or  one 
and  a  half  years.  The  maximum  for  most  workers  is  52  weeks.  Two 
sets  of  workers  are  eligible  for  an  additional  26  weeks:  (1)  workers 
enrolled  in  training  approved  by  the  Secretary  of  Labor;  and  (2) 
workers  who  are  at  least  60  years  old  on  or  before  their  date  of  separa- 
tion. Except  for  the  additional  26  weeks,  TRA  may  not  be  paid  for  a 
week  of  unemployment  beginning  more  than  2  years  after  the  most 
recent  separation  date.  The  availability  for  work  and  disqualification 
provisions  of  State  unemployment  compensation  laws  apply  to 
workers  filing  claims  for  TRA. 


534 


In  addition  to  the  TRA  benefit,  the  Secretary  of  Labor  is  directed  to 
make  "every  reasonable  effort"  to  secure  counseling,  testing,  place- 
ment, supportive,  and  other  services  under  any  other  Federal  law.  If 
the  Secretary  of  Labor  determines  that  there  is  no  suitable  employ- 
ment available  and  suitable  employment  would  be  available  if  the 
adversely  affected  worker  received  the  appropriate  training,  the  Secre- 
tary may  approve  such  training.  Further,  a  job  search  allowance  pro- 
viding a  reimbursement  of  80  percent  of  the  cost  of  necessary  job 
search  expenses  not  to  exceed  $500  may  be  granted  to  certified, 
adversely  affected  workers  for  securing  a  job  in  the  United  States  if : 

(1)  the  Secretary  of  Labor  determines  that  the  worker  cannot  reason- 
ably be  expected  to  secure  suitable  employment  in  his  commuting  area ; 

(2)  the  worker  has  filed  an  application  for  the  allowance  no  later  than 
1  year  after  the  date  of  his  last  separation  before  his  application  or 
within  a  reasonable  period  of  time  after  a  training  period.  Also,  a 
relocation  allowance  of  80  percent  of  reasonable  and  necessary 
expenses  incurred  in  transporting  a  worker,  his  family,  and  household 
effects  and  an  amount  equal  to  three  times  the  worker's  average  weekly 
wage  up  to  $500  may  be  granted  to  not  more  than  one  member  per 
family. 

The  program  clearly  has  not  functioned  as  intended.  In  a  study 
released  in  January  1980  the  General  Accounting  Office  found  that 
the  weekly  TRA  cash  payments  have  helped  very  few  unemployed 
workers  adjust  to  their  changed  circumstances.  Of  the  TRA  recipients 
interviewed,  85  percent  had  returned  to  work,  67  percent  for  the  same 
employer  who  laid  them  off.  Most  had  received  their  TRA  payments 
in  the  form  of  a  lump  sum  after  they  had  returned  to  work  but  had 
not  experienced  economic  hardship  as  a  result  of  their  lay-off  since 
they  were  able  to  rely  on  their  unemployment  benefit  and  other  re- 
sources to  meet  their  financial  needs.  Among  the  causes  of  the  delays 
in  TRA  payments  is  the  complicated  formula  for  calculating  weekly 
benefit  amounts.  Many  labor  regional,  State  and  local  employment 
security  agency  and  firm  officials  believe  the  trade  benefits,  which  in 
many  cases  are  well  above  State  unemployment  insurance  levels,  create 
a  disincentive  for  some  to  seek  a  job.  Seventy-three  percent  of  those 
surveyed  used  none  of  the  employment  services,  job  search  and  reloca- 
tion allowances  because  they  were  not  aware  the  services  were  available 
to  them,  they  had  little  need  for  the  services,  and  they  were  not  willing 
to  move  to  take  advantage  of  a  job  in  another  community. 

Committee  bill. — The  bill  approved  by  the  committee  would  make 
the  following  changes  to  the  present  law : 

1.  Require  a  worker  to  exhaust  all  unemployment  insurance 
(UI)  before  receiving  TRA  allowances; 

2.  Limit  the  amount  of  TRA  allowances  and  UI  payments  for 
most  workers  to  52  times  the  UI  weekly  benefit,  except  that  an 
additional  26  weeks  of  allowances  may  be  paid  to  an  individual 
engaged  in  training; 

3.  Limit  the  amount  of  TRA  payments  to  the  level  of  State  UI 
payments  for  which  the  individual  is  eligible; 

4.  Require  increased  efforts  by  beneficiaries  to  obtain  appro- 
priate work; 
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5.  Incorporate  certain  provisions  of  State  unemployment  in- 
surance laws  for  the  purpose  of  facilitating  the  administration  of 
the  program; 

6.  Change  the  present  "contribute  importantly"  standard  for 
trade  impact  certifications  to  require  that  increased  imports  of 
like  or  directly  competitive  articles  be  a  "substantial  cause"  of  the 
adverse  impact  and  add  to  the  group  eligibility  requirements  that 
there  is  a  substantial  probability  that  the  resulting  lower  level  of 
employment  will  be  permanent ;  and 

7.  Broaden  the  present  authority  to  recover  overpayments  and 
deny  benefits  in  the  case  of  fraudulent  statements  or  intentional 
withholding  of  information. 

In  addition  to  integrating  the  TAA  program  with  the  State  unem- 
ployment compensation  system,  the  committee  has  proposed  changes 
which  would  strengthen  the  training,  job  search,  and  relocation  aspects 
of  the  program  proposals.  There  is  no  change  under  the  bill  in  the 
Secretary's  training  authorities  under  section  236  of  the  Trade  Act  but 
the  Administration  in  presenting  the  bill  to  the  Congress  announced 
that  it  intends  to  spend  approximately  $100  million  more  on  training 
for  adversely  affected  workers  in  fiscal  year  1982  than  in  fiscal  year 
1981. 

Section  1  of  the  bill  would  change  the  "contribute  importantly" 
standard  for  adverse  trade  impact  certification  and  require  that  in- 
stead increased  imports  of  like  or  directly  competitive  articles  be 
a  "substantial  cause"  of  the  adverse  impact  on  employment  and  pro- 
duction. Substantial  cause  would  be  defined  as  a  cause  which  is  im- 
portant and  not  less  than  any  other  cause.  This  would  be  the  same 
causation  standard  as  that  used  by  the  International  Trade  Com- 
mission (ITC)  under  section  201  of  the  Trade  Act.  This  standard 
would  increase  the  impact  of  foreign  trade  required  for  petition  certi- 
fications. This  provision  would  assure  that  the  trade-impact  is  suffi- 
cient to  warrant  such  additional  benefits  provided  by  the  TAA  pro- 
gram. The  bill  also  requires  that  the  Secretary  before  making  a  certi- 
fication must  find  that  there  is  a  "substantial  probability"  that  the 
resulting  lower  level  of  employment  at  the  firm  or  subdivision  will 
be  permanent.  Because  the  substantial  cause  test  would  be  applied  to 
the  impact  of  imports  on  the  firm,  the  Secretary  of  Labor  would  be 
able  to  certify  workers  from  injured  firms  in  industries  even  where  the 
ITC  did  not  find  injury  to  the  industry  as  a  whole  under  section  201. 

Section  2  of  the  bill  would  substantially  eliminate  retroactive  pay- 
ments by  limiting  payments  to  weeks  of  unemployment  which  begin 
more  than  60  days  after  the  date  an  approved  petition  for  certification 
was  filed.  The  provision  would  also  require  adversely  affected  workers 
to  exhaust  all  rights  to  unemployment  compensation,  and  additional 
compensation  and  any  extended  benefits  if  applicable.  Third,  workers 
would  not  be  paid  TEA  for  any  waiting  week  period  as  provided  by 
any  State  law. 

The  provision  would  also  adopt  the  work  test  of  the  Federal-State 
Extended  Unemployment  Compensation  Act  of  1970,  as  amended, 
(EB).  The  EB  work  test  requires  that  claimants  whose  prospects  of 
returning  to  their  line  of  work  are  not  good  will  be  disqualified  if  they 
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fail  or  refuse  to  accept  offers  of  "suitable  work"  as  defined  in  that  act, 
or  to  seek  and  apply  for  such  work.  The  EB  work  test  will  apply  to 
all  claimants  for  UI  after  the  end  of  the  regular  UI  period.  Therefore, 
applying  the  EB  work  test  to  all  TEA  claimants  would  be  an  equitable 
extension  of  the  test  which  is  already  applicable  to  those  TRA  claim- 
ants in  States  which  have  triggered  "on"  an  extended  benefit  period. 

The  section  also  provides  that  the  Secretary  by  regulation  may  re- 
quire appropriate  categories  of  workers,  who  have  been  eligible  for 
TRA  for  eight  weeks,  to  extend  their  job  search  or  to  accept  approved 
training. 

Section  3  of  the  bill  would  limit  the  amount  of  TRA  payable  to  a 
worker  to  the  same  amount  as  the  UI  weekly  amount  payable  to  that 
worker  for  a  week  of  unemployment.  From  the  TRA  there  would  be 
deducted  any  training  allowance  provided  under  any  Federal  law  as 
well  as  any  income  that  is  deducted  from  UI  under  the  applicable 
State  UI  law.  The  proposed  change  will  achieve  a  greater  equity  be- 
tween those  who  are  unemployed  as  a  result  of  trade  impact  and  those 
unemployed  for  other  reasons. 

Section  4  of  the  bill  would  limit  TRA  payable  to  an  adversely  af- 
fected worker  to  the  amount  which  is  52  times  the  UI  weekly  benefit 
amount  reduced  by  any  UI  payable  to  the  worker.  Thus,  an  adversely 
affected  worker  could  only  collect  the  weekly  benefit  amount  of  UI  and 
TRA  combined  for  52  weeks  of  total  unemployment.  An  adversely 
affected  worker  would  also  be  required  to  exhaust  TRA  within  52 
weeks  after  the  worker  had  exhausted  all  rights  to  regular  unemploy- 
ment compensation.  Payments  as  TRA  would  continue  to  be  made  to 
a  worker  in  approved  training  for  up  to  26  additional  weeks  in  the  26- 
week  period  following  the  worker's  last  entitlement  to  TRA  in  order 
to  assist  the  worker  to  complete  approved  training.  Finally,  the  worker 
would  be  required  to  have  made  an  application  for  training  within  210 
days  after  the  date  of  the  worker's  first  certification,  or,  if  later, 
within  210  days  after  the  worker's  first  total  or  partial  separation. 

The  payment  of  TRA  is  intended  to  assist  unemployed  workers  to 
readjust  to  existing  economic  circumstances.  The  bill  would  better 
accomplish  this  purpose  by  encouraging  unemployed  workers  to  seek 
other  employment  by  appropriately  limiting  the  duration,  and  the 
maximum  amount  of  benefits. 

Section  5  of  the  bill  would  increase  the  job  search  allowances  for 
totally  separated  workers  who  are  seeking  suitable  employment  out- 
side of  their  area  of  residence  from  the  present  payment  of  80  percent 
of  job  search  expenses  up  to  a  maximum  of  $500  to  a  maximum  of 
$600. 

Section  6  of  the  bill  would  increase  the  relocation  allowances  for 
totally  separated  workers  who  have  obtained  employment  or  a  bona 
fide  offer  of  such  employment  in  an  area  to  which  they  wish  to  relocate 
from  the  present  current  allowable  payment  of  up  to  80  percent  of 
the  expenses  for  relocation  and  a  lump-sum  payment  in  the  maximum 
amount  of  $500  to  90  percent  of  reasonable  and  necessary  expenses  and 
a  lump  sum  payment  to  a  maximum  of  $600. 

Section  7  of  the  bill  broadens  the  present  provisions  relating  to  the 
recovery  of  overpayment  made  to  claimants  and  provides  for  waivers 
where  equitable.  It  provides  for  recovery  of  overpayment  whether 
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fraudulent  or  otherwise.  Overpayments  may  be  recovered  from  benefits 
under  this  Act,  unemployment  compensation  or  other  unemployment 
assistance  or  allowances  payable  to  the  worker.  It  denies  benefits  in  the 
case  of  fraudulent  statements  or  the  intentional  withholding  of  in- 
formation. 

Section  8  of  the  bill  would  delete  the  present  authorization  section 
relating  to  a  trust  fund  since  such  a  fund  has  not  been  established.  In 
place  of  that  section  the  bill  provides  for  an  authorization  of  appro- 
priations for  each  of  fiscal  years  1982, 1983  and  1984,  such  sums  as  may 
be  necessary  to  carry  out  the  purposes  of  the  act. 

Section  9  of  the  bill  would  make  necessary  definitional  changes. 

Section  10  of  the  bill  extends  the  termination  date  of  the  worker 
trade  adjustment  assistance  program  from  the  present  termination  date 
of  September  30, 1982  to  September  30, 1984. 

Section  11  of  the  bill  sets  forth  the  effective  dates  of  the  various 
provisions.  The  amendment  with  respect  to  authorization  of  appro- 
priations would  take  effect  on  the  date  of  enactment.  The  "substantial 
cause"  standard  would  also  take  effect  for  all  petitions  filed  on  or  after 
the  date  of  enactment.  The  increases  in  job  search  and  relocation  allow- 
ances would  take  effect  with  regard  to  applications  for  allowances  filed 
on  or  after  October  1, 1981.  The  provision  regarding  recovery  of  over- 
payments and  penalties  for  fraud  would  take  effect  on  the  date  of  en- 
actment. The  remaining  provisions,  which  affect  the  time  limitations 
on  trade  readjustment  allowances,  definitions,  qualifiying  requirements 
and  the  weekly  benefit  amounts,  would  be  effective  with  respect  to 
trade  readjustment  allowances  payable  for  all  weeks  of  unemployment 
which  begin  after  October  1,  1981.  The  section  also  provides  transi- 
tional provisions  to  ensure  that  workers  receiving  TRA  payments  are 
not  disqualified  from  receiving  further  payments  to  which  they  would 
otherwise  be  entitled  by  reason  of  the  application  of  the  changes  made 
by  the  bill  after  September  30, 1981. 

III.  REGULATORY  IMPACT  OF  FINANCE 
COMMITTEE  AMENDMENTS 

In  conformance  with  paragraph  11(b)  of  rule  XXYI  of  Standing 
Rules  of  the  Senate  the  following  Finance  Committee  evaluation  is 
made  of  the  regulatory  impact  which  would  be  incurred  in  carrying 
out  title  VII  of  the  bill. 

A.  Social  Security  Provisions 

The  sections  in  part  A  of  title  VII  of  the  bill  modify  a  number  of 
aspects  of  the  social  security  program.  Section  1  which  phases  out  the 
student  benefit,  would  lessen  regulatory  requirements  and  paperwork 
burden  for  the  public  by  reducing  the  need  to  report  on  school  enroll- 
ment. Benefits  for  secondary  students  between  the  ages  of  18  and  19 
would  be  predicated  on  school  attendance,  but  reporting  requirements 
should  be  substantially  the  same  as  now.  The  percentage  reductions  in 
the  amount  of  benefits  allowed  during  the  phase-out  period  and  the 
elimination  of  summer  month  benefits  should  not  add  to  current  paper- 
work requirements  for  students. 


538 


Section  2  which  eliminates  the  minimum  benefit  for  present  and  fu- 
ture beneficiaries,  would  have  major  regulatory  and  administrative 
impacts.  Benefit  amounts  would  have  to  be  recalculated  for  some  3 
million  current  beneficiaries,  and  the  methods  for  those  recalculations 
would  be  stipulated  in  regulations.  It  is  probable  that  some  of  those 
beneficiaries  as  well  as  some  future  beneficiaries  would  be  asked  for 
additional  information  about  their  prior  work  history  and  earnings. 
There  also  would  be  additional  impact  because  of  the  provision  to  pro- 
vide minimum  beneficiaries  aged  60-64  with  special  SSI  payments. 
In  return,  however,  they  would  be  protected  from  losing  income  clearly 
necessary  to  their  financial  support. 

Section  3,  restricting  lump-sum  death  payments,  would  decrease  the 
regulatory  burden  and  paperwork  for  the  public.  Under  present  law, 
if  there  is  no  surviving  spouse,  the  payment  can  be  made  to  a  funeral 
home,  to  the  estate,  or  to  individuals  who  assumed  responsibility  for 
burial  expenses.  The  process  of  determining  who  was  entitled  to  the 
payment  (and  the  proportional  shares,  if  there  were  several  individ- 
uals involved)  would  be  eliminated.  The  payment  would  be  made  auto- 
matically to  a  surviving  spouse  or  dependent  who  was  eligible  for 
monthly  benefits.  Once  the  death  was  reported,  the  Social  Security 
Administration  (SSA)  could  in  most  cases  make  the  payment  without 
obtaining  any  other  additional  information. 

Section  4,  which  requires  newly  disabled  beneficiaries  to  have 
worked  in  covered  employment  in  6  of  13  calendar  quarters  preceding 
the  onset  of  disability,  would  increase  regulatory  requirements.  The 
SSA  may  not  have  sufficiently  recent  earnings  information  to  deter- 
mine whether  the  requirement  had  been  met.  The  paperwork  burden 
for  applicants  or  former  employers  who  may  be  asked  for  the  needed 
information  would  thereby  be  increased.  Consistent  with  committee 
intent,  persons  who  could  not  meet  the  stricter  requirements  would 
not  be  eligible  for  benefits. 

The  extension  of  the  worker's  compensation  offset  to  include  certain 
other  disability  benefits,  in  Section  5,  would  have  a  regulatory  and 
economic  impact  on  future  beneficiaries  of  disability  insurance  who 
become  eligible  for  other  types  of  disability  benefits.  Disabled  workers 
would  be  responsible  for  reporting  the  other  benefits  received,  and  the 
SSA  would  have  to  calculate  the  appropriate  offset  for  more  cases  than 
at  present.  The  provisions  to  apply  the  offset  to  those  aged  62-64  and 
to  begin  the  offset  with  the  month  of  payment  of  the  other  benefit 
(rather  than  the  month  notice  is  received)  should  affect  regulatory  re- 
quirements imposed  on  beneficiaries  in  only  a  minor  way,  but  would 
reduce  benefits  payable.  Regulatory  requirements  for  State  and  local 
governments  and  other  Federal  agencies  would  increase  to  the  extent 
that  they  were  asked  to  provide  information  on  disability  benefits 
payable. 

The  provision  to  eliminate  trust  fund  reimbursement  for  vocational 
rehabilitation  ( VR)  services,  in  section  6,  would  significantly  decrease 
regulatory  impact  on  State  and  local  agencies  which  currently  admin- 
ister the  program.  Only  regulatory  requirements  relating  to  other  VR 
progams  which  began  serving  those  beneficiaries  would  have  to  be  met 
(and  such  other  requirements  would  be  reduced  under  the  block  grant 
approach).  Section  7,  which  provides  for  reimbursement  of  Pension 
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Reform  Act  costs  would  have  no  regulatory  impact;  pension  plans 
requesting  information  would  be  asked  for  full  reimbursement  of  the 
costs  of  providing  requested  information.  The  provision  to  round  ben- 
efits, section  8,  would  not  have  significant  regulatory  impact ;  it  would 
result  in  slightly  lower  benefit  amounts. 

The  social  security  provisions  (except  Pension  Reform  Act  cost 
reimbursement)  would  have  economic  impact  on  certain  beneficiaries 
in  the  form  of  lower  benefit  amounts,  benefits  that  would  not  be  paid 
because  eligibility  requirements  would  not  be  met,  or  services  that 
may  no  longer  be  available.  There  would  be  substantial  tax  savings 
for  workers  covered  by  social  security. 

B.  Medicare  Provisions 

In  implementing  certain  cost  saving  provisions  of  Part  B  of  the 
bill  there  will  be  some  increase  in  Federal  regulatory  activity.  It  is 
not  anticipated,  however,  that  the  legislation  would  impose  an  unusual 
or  burdensome  regulatory  effect.  Several  provisions  will,  in  fact,  de- 
crease regulatory  activity  and  associated  paperwork. 

Section  20A  which  authorizes  payments  to  promote  closing  and 
conversion  of  underutilized  facilities  establishes  a  new  procedure  that 
would  require  implementing  regulations,  as  would  section  20B  which 
requires  the  calculation  of  statewide  median  charges  for  physician 
services.  Setcion  20C  would  require  the  promulgation  of  new  regula- 
tions establishing  limits  on  the  reasonable  cost  and  charges  for  out- 
patient hospital  services. 

Section  20H  which  requires  coordination  of  benefits  between  the 
Medicare  program  and  certain  other  health  insurance  policies  or  plans 
will  generate  new  regulatory  activity  in  order  to  implement  this  sig- 
nificant change  in  program  policy. 

Provisions  of  Part  B  that  will  decrease  Federal  regulations  and 
resulting  paperwork  include  provision  which  eliminate :  the  need  for 
occupational  therapy  as  a  basis  for  entitlement  to  home  health  services, 
(2)  Part  A  coverage  for  alcohol  detoxification  facility  services,  (3) 
certain  dental  coverage,  (4)  unlimited  open  enrollment,  and  (5)  cov- 
erage of  pneumococcal  vaccine. 

C.  Medicaid  Provisions 

In  general,  the  provisions  of  Part  C  of  the  bill  will  decrease  federal 
regulatory  activity.  Although,  the  federal  cap  on  medicaid  expendi- 
tures is  a  new  requirement,  the  percentage  increase  or  decrease  each 
State's  cap,  beginning  with  fiscal  year  1983,  will  be  based  on  the  GNP 
Implicit  Price  Deflator  for  such  fiscal  year,  a  measure  which  is  cur- 
rently published  by  the  Department  of  Commerce.  This  new  calcula- 
tion is  not  expected  to  place  any  significant  federal  regulatory  burden 
on  the  States. 

A  number  of  provisions  of  Part  C  are  clearly  expected  to  reduce 
the  federal  regulatory  impact  including  those  which  permit  States  to 
enter  into  cost-effective  service  arrangements  and  those  which  permit 
States  flexibility  in  determing  reasonably  cost-related  payment  rates 
for  hospitals. 
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D.  Maternal  and  Child  Health  and  Crippled  Childrens 

Provisions 

Part  D  of  the  bill  would  replace  the  existing  maternal  and  child 
health  program  under  title  V  with  a  new  maternal  and  child  health 
block  grant  that  would  incorporate  title  V  services  and  certain  other 
services  currently  authorized  under  the  Public  Health  Service  Act. 
The  impact  of  this  proposal  would  be  to  substantially  reduce  the  regu- 
latory and  paperwork  requirements  of  the  existing  programs. 

E.  Unemployment  Compensation  Provisions 

The  sections  in  part  E  of  title  VII  of  the  bill  modify  a  number  of 
aspects  of  the  unemployment  compensation  programs.  Sections  41,  42, 
and  43,  dealing  with  extended  benefit  trigger  levels,  should  reduce 
the  Federal  regulatory  impact  on  the  States  inasmuch  as  they  increase 
State  flexibility  by  removing  an  existing-law  mandatory  provision  and 
decrease  the  frequency  with  which  States  find  it  necessary  to  operate 
the  extended  benefits  program  under  modification  to  the  remaining 
trigger  provisions.  Ultimately  the  economic  impact  of  these  provi- 
sions is  likely  to  be  a  reduction  in  the  unemployment  tax  burden  on 
employers  reflecting  a  similar  reduction  in  benefits  to  individuals. 
The  level  of  this  impact  is  indicated  in  the  budgetary  impact  section 
of  this  report. 

Section  44  establishes  certain  new  limits  on  the  payment  of  ex- 
tended unemployment  compensation  benefits.  As  such,  the  provision 
can  be  expected  to  (and  is  intended  to)  have  an  impact  on  individ- 
uals who  would  otherwise  receive  benefits  under  this  program.  How- 
ever, those  affected  would  be  a  relatively  small  proportion  of  the 
total  population  of  extended  benefit  recipients.  The  implementation  of 
this  provision  will  involve  some  regulatory  impact  on  applicants  and 
on  the  State  agencies  that  administer  the  program  inasmuch  as 
this  provision  will  require  somewhat  different  eligibility  rules  for 
the  extended  benefit  program  than  those  that  apply  to  the  regular  pro- 
gram (except  to  the  extent  that  States  choose  to  implement  these  rules 
in  their  regular  programs) .  However,  the  regulatory  impact  is  not  ex- 
pected to  be  excessive  since  States  already  receive  information  concern- 
ing the  prior  wage  history  of  applicants. 

Section  45  disqualifies  exservicemembers  who  voluntarily  leave  the 
military  from  receiving  unemployment  compensation.  This  provision 
will  reduce  the  paperwork  involved  in  processing  claims  and  com- 
puting the  Federal  fiscal  liability  for  such  individuals. 

Section  46  changes  the  conditions  under  which  States  may  obtain 
loans  from  the  Federal  Government  to  finance  unemployment  compen- 
sation benefits  by  charging  interest  on  all  new  advances  and  placing 
certain  limits  on  the  increase  in  the  Federal  unemployment  tax  rate 
in  debtor  States.  These  provisions  will  have  no  regulatory  impact  on 
the  States,  but  the  U.S.  Department  of  Labor  will  be  required  to  deter- 
mine whether  debtor  States  satisfy  a  solvency  test  in  order  to  qualify 
for  a  cap  on  the  increase  in  the  Federal  unemployment  tax  rate.  States 
must  raise  revenue  to  pay  the  interest  charge.  Employers  in  debtor 
States  qualifying  for  a  cap  on  the  increase  in  the  Federal  unemploy- 
ment tax  rate  will  benefit  from  lower  Federal  unemployment  taxes. 
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Some  additional  paperwork  will  be  involved  in  the  administration  of 
the  solvency  test  by  the  U.S.  Department  of  Labor,  but  the  committee 
expects  that  it  will  be  minimal. 

States  must  enact  provisions  in  their  State  unemployment  com- 
pensation laws  conforming  to  these  provisions.  To  obtain  approval  of 
their  programs  from  the  Secretary  of  Labor,  section  47  provides  a 
reasonable  time  period  for  all  States  to  comply  with  the  provisions 
in  sections  41  through  44. 

F.  Aid  to  Families  With  Dependent  Children  (AFDC)  Provisions 

The  sections  in  part  F  of  title  VII  of  the  bill  modify  a  number  of  as- 
pects of  the  AFDC  program.  The  economic  impact  of  sections  51,  52,  54, 
55,  56,  60F,  60H,  and  60E  is  likely  to  be  a  reduction  in  benefits  for 
certain  recipients.  This  is  the  committee's  intent  as  it  endeavors  to 
target  AFDC  expenditures  on  those  most  in  need.  With  the  exception 
of  section  51  which  deals  with  the  earned  income  disregard,  the 
proportion  of  recipients  experiencing  reduced  benefits  will  be  rela- 
tively small.  Sections  52,  53,  60,  and  60A-D  deal  with  eligibility  for 
benefits  and  should  not  lead  to  any  new  paperwork  or  increase  in  ad- 
ministrative costs.  The  economic  impact  of  this  group  of  provisions 
will  be  a  reduction  in  tax  burden. 

The  committee  expects  that  the  provisions  concerning  the  earnings 
of  AFDC  recipients,  lump  sum  payments  to  AFDC  recipients,  and 
advance  payment  of  the  earned  income  tax  credit  will  have  relatively 
little  regulatory  impact  on  recipients,  applicants,  or  the  State  and 
county  agencies  that  administer  the  program.  These  provisions  only 
change  the  order  or  timing  of  recipients'  income  in  determining  their 
benefit  amount.  The  provisions  to  standardize  the  earnings  disregard 
simplify  administration  and  should  reduce  the  incidence  of  erroneous 
payments. 

The  regulatory  impact  of  AFDC  on  recipients  and  on  State  and 
county  agencies  could  increase  should  a  State  choose  to  implement 
one  or  more  of  the  provisions  related  to  employment  of  AFDC  recipi- 
ents. It  would  be  necessary  to  find  jobs  for  eligible  recipients;  deter- 
mine hours  of  work ;  determine  benefit  amounts,  if  any ;  and  make 
contractual  agreements  with  employers.  In  return,  however,  States 
would  be  given  substantially  more  flexibility.  The  committee  does  not 
expect  the  employment  provisions  to  result  in  a  significant  number 
of  new  regulations. 

Monthly  reporting  and  retrospective  accounting  will  increase  the 
regulatory  impact  of  AFDC  on  the  State  and  county  agencies  that 
administer  the  program  because  considerably  more  paper  work  will 
be  needed.  The  committee  expects,  however,  that  the  net  effect  of  the 
provision  will  be  to  greatly  reduce  the  number  of  overpayments  and 
un  der  p  a y  ments . 

G.  Child  Support  Enforcement  Provisions 

The  child  support  enforcement  provisions  should  have  minimal  reg- 
ulatory effect.  The  committee  understands  and  expects  that  the  pro- 
vision requiring  the  IRS  to  withhold  tax  refunds  of  persons  owing 
delinquent  child  support  payments  will  be  administered  in  such  a  way 
as  to  strictly  limit  the  administrative  burden  of  the  IRS. 
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H.  Supplemental  Security  Income  Provisions 

Retrospective  accounting  for  SSI  recipients  should  reduce  the  reg- 
ulatory impact  on  affected  individuals  as  the  committee  expects  the 
number  of  overpayments  (and  underpayments)  to  be  reduced.  The 
provision  also  calls  for  prospective  budgeting  to  be  used  in  the  first 
month  after  application  to  prevent  hardship  and  in  the  final  month 
to  prevent  paj^ment  of  benefits  to  those  whose  circumstances  have 
changed  and  who  thus  no  longer  meet  the  needs  requirements.  This 
provision  should  simplify  administration. 

I.  Social  Services  Block  Grant  Provisions 

The  committee  bill  would  replace  the  existing  social  services  pro- 
gram under  title  XX  of  the  Social  Security  Act  with  a  new  Social 
Services  Block  Grant  that  would  incorporate  title  XX  social  services, 
day  care,  social  services  training,  foster  care,  adoption  assistance, 
child  welfare  services  and  child  welfare  training.  Existing  portions  of 
the  Socia]  Security  Act  related  to  child  welfare  services,  foster  care 
and  adoption  assistance  would  be  repealed  by  the  committee  bill.  The 
impact  of  this  proposal  would  be  to  reduce  substantially  the  regulatory 
and  paperwork  requirements  currently  imposed  on  States  by  each  of 
the  existing  programs.  Federal  day  care  requirements,  which  under 
current  law  would  apply  to  title  XX-funded  day  care  as  of  July  1981, 
would  not  apply  to  day  care  financed  under  the  block  grant.  Day  care 
provided  under  the  block  grant  program  instead  would  be  subject  to 
applicable  State  and  local  standards. 

J.  Trade  Adjustment  Assistance 

The  committee  states  that  the  trade  adjustment  assistance  provisions  j 
of  the  committee  bill  will  not  regulate  any  individuals  or  businesses, 
will  not  impact  on  the  personal  privacy  of  individuals,  and  will  result 
in  no  additional  paperwork.  j; 

IV.  BUDGETARY  IMPACT  OF  THE  FINANCE 
COMMITTEE  AMENDMENTS 

In  compliance  with  paragraph  11  (a)  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate  and  with  sections  308  and  403  of  the  Congressional 
Budget  Act  of  1974,  are  the  following  statements  made  relative  to  the 
budgetary  impact  of  the  Finance  Committee  amendments  included  in 
title  VII  of  the  bill.  The  committee  accepts  as  its  estimates  the  report  of 
the  Congressional  Budget  Office  under  section  202  of  the  Congressional 
Budget  Act,  as  follows : 

U.S.  Congress, 
Congressional  Budget  Office, 

Washington,  B.C.,  June  5, 1981. 

Hon.  Robert  Dole, 

Chairman^  Committee  on  Finance, 

VS.  Senate, 

W  ashing  ton,  B.C. 

Dear  Mr.  Chairman  :  Pursuant  to  Section  202  of  the  Congressional 
Budget  Act  of  1974,  the  Congressional  Budget  Office  has  prepared 
the  attached  cost  estimates  of  the  bill  for  reducing  spending  in  pro- 
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grams  within  the  jurisdiction  of  the  Senate  Committee  on  Finance. 
These  estimates  cover  the  provisions  that  affect  Social  Security,  SSI, 
unemployment  insurance,  trade  adjustment  assistance  and  social  serv- 
ices. Estimates  of  provisions  affecting  primarily  Medicare  and  Med- 
icaid will  be  forwarded  under  separate  cover  as  soon  as  they  are 
completed.* 

The  estimates  included  in  the  attached  report  represent  the  1981- 
1986  effects  on  the  federal  budget  of  the  Committee's  legislative  pro- 
posals. CBO  understands  that  the  staff  of  the  Committee  on  the  Budget 
will  be  responsible  for  interpreting  how  the  savings  contained  in  these 
legislative  proposals  measure  against  the  budget  resolution  recon- 
ciliation instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimates. 
Sincerely, 

Alice  M.  Eivlin, 

Director. 

Congressional,  Budget  Office — Cost  Estimate,  June  5, 1981 

1.  Bill  title:  Provisions  Reducing  Spending  in  Programs  Within 
Jurisdiction  of  Senate  Committee  on  Finance. 

2.  Bill  status :  As  ordered  sent  to  the  Senate  Budget  Committee  by 
the  Senate  Committee  on  Finance  on  May  5, 1981. 

3.  Bill  purpose :  To  bring  the  expenditures  authorized  by  the  Sen- 
ate Committee  on  Finance  within  the  reconciliation  target  for  that 
Committee  established  by  the  Congress. 

4.  Cost  estimate: 


[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

Authorization  level  

Revenues   

Outlays   

-123 
0 
10 
-317 

-2, 986 
-1,013 
207 
-7, 054 

-2,  502 
-1, 186 
356 
-7,817 

-1, 148 
-1,339 
405 
-8, 172 

-316 
-20 
0 

-7, 107 

99 
-20 
0 

-7, 653 

The  savings  resulting  from  this  bill  fall  within  budget  functions  550 
and  600. 

5.  Basis  of  estimate :  The  basis  of  estimate  statements  are  included 
under  each  section.  This  estimate  covers  provisions  which  affect  Social 
Security,  SSI,  Unemployment  Insurance,  Trade  Adjustment  Assist- 
ance and  Social  Services.  Estimates  of  provisions  affecting  primarily 
Medicare  and  Medicaid  will  be  forthcoming  under  separate  cover. 
The  section  numbers  were  determined  from  a  draft  of  the  bill,  and  may 
not  match  those  in  the  final  version  of  the  bill  in  all  cases. 

6.  Estimate  comparison :  None. 

7.  Previous  CBO  estimate:  Where  applicable,  previous  CBO  esti- 
mates are  discussed  by  section  under  "Basis  of  Estimate." 

8.  Estimate  prepared  by:  Human  Resources  Cost  Estimates  Unit, 
Charles  Seagrave,  Al  Peden,  Steve  Chaikind,  Dick  Hendrix  (225- 
7766). 

9.  Estimate  approved  by : 

C.  G.  Nuckols 
(For  James  L.  Blum, 
Assistant  Director  for  Budget  Analysis) . 

*The  additional  estimates,  subsequently  received,  follow  this  report. 


544 


SOCIAL  SECURITY 


Section  1 :  Eliminate  Student  Benefits  for  Post-secondary  Students. 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority   

0 

21 

102 

243 

419 

621 

Outlays    

0 

-567 

-1,  580 

-2,  033 

-2, 225 

-2, 401 

Basis  of  estimate :  This  provision  will  phase  out  post-secondary  So- 
cial Security  student  benefits  over  four  years  for  18  to  22  year  olds  be- 
ginning in  July  1982.  It  also  affects  those  already  on  the  rolls  by  ter- 
minating future  cost-of-living  adjustments  after  the  1981  adjustment, 
and  by  ceasing  benefit  payments  for  four  summer  months.  The  provi- 
sion, in  addition,  further  reduces  benefit  amounts  for  those  remaining 
on  the  rolls  by  25  percent  each  year  beginning  in  August  1982.  High 
school  students  aged  19  or  over  will  also  lose  all  benefits  under  this 
provision. 

CBO's  estimate  of  this  proposal  is  based  on  payments  accruing  to 
slightly  more  than  600,000  post-secondary  students.  The  average 
monthly  benefit  for  these  students  in  July  of  1981  would  be  approxi- 
mately $255  under  current  law.  These  overall  estimates  exclude 
amounts  going  to  high  school  students  under  age  19  and  are  offset  by 
higher  benefits  to  other  family  members  that  could  result  from  this 
provision. 

The  savings  to  Social  Security  could  be  offset  by  increased  aid  from 
other  educational  programs — notably  from  the  Pell  Grants  (BEOGS) 
program.  Reductions  in  Social  Security  benefits  would  mean  that  more 
post-secondary  students  could  meet  the  Pell  Grant  income  test,  thereby 
potentially  increasing  the  number  of  Pell  Grant  applicants.  These  off- 
sets are  not  included  in  the  savings  estimates  given  here,  but  are  esti- 
mated to  be  approximately  $25  million  in  1982,  $40  million  in  1983 
and  $45  million  each  year  thereafter,  depending  on  the  amounts  ulti- 
mately appropriated  for  Pell  Grants. 

Section  2 :  Eliminate  the  Social  Security  Minimum  Benefit. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

OASDI : 

Budget  authority  

2 

53 

157 

275 

407 

578 

Outlays   

SSI: 

Budget  authority   

-60 

-1, 300 

-1,  400 

-1, 500 

-1,  500 

-1,  500 

10 

330 

330 

430 

430 

430 

Outlays    

10 

330 

330 

430 

430 

430 

Total: 

Budget  authority..  

12 

383 

487 

705 

837 

7,  008 

Outlays  

-50 

-970 

-1, 070 

-1, 070 

-1, 070 

-1, 070 

Basis  of  estimate :  This  provision  would  reduce  the  minimum  bene- 
fit for  approximately  2  million  current  OASI  recipients,  as  well  as  for 
newly  awarded  beneficiaries.  The  average  benefit  for  these  groups  will 
be  reduced  by  approximately  40  to  50  percent  beginning  August  1981. 
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CBO  concurs  with  the  Administration's  estimate  of  Social  Security 
outlay  reductions.  These  estimates  are  offset  by  increased  assistance 
payments — notably  SSI  benefits — to  those  in  need.  The  provision  also 
specifically  provides  a  new  SSI  benefit  to  those  aged  60  to  64  who  have 
their  minimum  benefit  reduced  and  who  meet  the  SSI  eligibility  cri- 
teria. These  offsets  to  Social  Security  savings  are  included  in  the  esti- 
mates given  here,  and  are  estimated  to  be  approximately  $330  million 
to  $430  million  yearly  over  the  1982  to  1986  period.  Offsets  in  increased 
SSI  benefits  to  those  currently  eligible  for  SSI  of  $300  to  $400  million 
are  the  Administrations'.  The  estimate  of  $30  million  in  added  SSI 
costs  for  those  newly  entitled  to  SSI  were  estimated  by  CBO.  Pre- 
liminary data  show  that  approximately  10  percent  of  all  minimum 
benefits  go  to  those  under  aged  65.  Assuming  the  same  distribution  of 
SSI  recipients  for  those  under  age  65  as  for  the  population  as  a  whole 
shows  the  added  SSI  cost  of  this  additional  provision  to  be  $30  mil- 
lion, affecting  approximately  40,000  recipients. 

Section  3  :  Restrict  Payment  of  OASDI  Lump  Sum  Death  Benefits. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

1 

9 

25 

42 

61 

83 

Outlays   

-17 

-200 

-210 

-215 

-220 

-230 

Basis  of  estimate :  The  lump  sum  death  benefit  is  paid  to  survivors 
or  the  person  or  institution  designated  to  pay  burial  expenses.  The 
maximum  burial  expense  is  $255 ;  since  this  amount  has  not  been  in- 
creased since  1954,  most  recipients  receive  this  maximum  payment. 
This  provision  would  eliminate  this  benefit  for  all  institutions.  Sur- 
viving spouses  or  dependents  will  still  get  the  lump  sum  death  benefit. 
The  Administration  estimates  that  approximately  50  percent  of  the 
death  benefits  go  to  such  families;  CBO  agrees  with  this  estimate. 
Thus,  approximately  half  of  the  1,400,000  yearly  recipients  of  the  bene- 
fit would  continue  to  receive  it,  and  $200  million  of  the  anticipated 
$400  million  in  benefits  would  be  saved.  The  estimate  assumes  that 
the  provision  will  first  be  implemented  for  those  who  would  have  be- 
come entitled  to  this  benefit  after  July  1981.  There  are  some  potential 
administrative  costs  and  savings  to  this  proposal ;  it  is  assumed  that 
these  offset  each  other.  Since  surviving  families  will  continue  to  receive 
this  benefit,  there  are  not  expected  to  be  any  additional  costs  to  federal 
public  welfare  programs. 

Section  4 :  Tighten  Regency  of  Work  Test  for  Disability  Benefits. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981  1982  1983  1984  1985  1986 


OASDI: 

Budget  authority   0  5  22  59  114  190 

Outlays...    0  -124  -350  -582  -804  -1,008 

HI  and  SMI: 

Budget  authority   0  0  0  2  10  23 

Outlays    0  0  0  -47  -138  -236 


Total: 

Budget  authority.   0  5  22  61  124  213 

Outlays   0  -124  -  350  -  629  -942  -1,244 
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Basis  of  estimate:  This  proposal  would  require  that  eligibility  for 
new  disability  awards  be  based  on  a  "more  recent"  work  test  (6  out 
of  the  last  13  quarters,  in  addition  to  20  out  of  the  last  40  quarters  as 
under  current  law).  Studies  have  shown  that  approximately  10  per- 
cent of  disabled  workers  had  worked  for  one  year  or  less  before  the 
onset  of  disability.  This  group  is  assumed  to  be  the  one  in  which  most 
people  who  would  not  meet  the  recency  of  work  requirement  would 
fall. 

CBO's  baseline  estimate  assumes  380,000  new  DI  awards  in  1982. 
After  adjusting  the  estimate  for  those  who  would  normally  be  ex- 
pected to  leave  the  rolls,  this  provision  could  save  $124  million  in  fiscal 
year  1982  and  grow  to  $1  billion  by  1986  from  the  DI  trust  funds. 
Because  people  who  receive  DI  payments  also  receive  Medicare  bene- 
fits after  two  years,  there  will  be  additional  savings  to  the  HI  and 
SMI  trust  funds  beginning  in  1984. 

Section  5 :  Miscellaneous  Disability  Changes. 

Cost  estimate: 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority   

0 

3 

12 

23 

37 

55 

Outlays  

-5 

-87 

-122 

-156 

-187 

-217 

Basis  of  estimate :  These  provision  would  limit  total  payments  re- 
ceived by  individuals  for  all  forms  of  disability  benefits  (except  for 
veterans  and  private  benefits).  It  would  put  a  "megacap"  on  the  level 
of  earnings  replacement  for  which  combined  disability  benefits  may  £ 
be  paid,  extend  the  workers'  compensation  offset  to  include  workers 
aged  62  to  64  and  start  that  offset  one  month  sooner.  \\ 

CBO  concurs  with  the  Administration's  estimate.  j 

Section  6 :  Discontinue  Trust  Fund  Financing  of  Vocational  Be-  | 
habilitation  Services.  j 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

0 

3 

10 

16 

23 

29 

Outlays  

0 

-87 

-86 

-73 

-73 

-53 

Basis  of  estimate :  CBO  has  accepted  the  Social  Security  Adminis- 
tration's estimate  of  anticipated  payments  from  the  trust  funds  to  the 
states  for  providing  vocational  rehabilitation  services.  If  these  pay- 
ments were  terminated  beginning  with  the  start  of  fiscal  year  1982, 
savings  would  initially  equal  those  amounts.  However,  recent  studies 
indicate  that,  after  a  period  of  time,  vocational  rehabilitation  is  suc- 
cessful in  terminating  DI  recipients  from  the  rolls.  At  some  point, 
there  is  a  positive  return  for  each  vocational  rehabilitation  dollar  spent 
in  the  form  of  reduced  benefit  payments  and  higher  payroll  tax  col- 
lections. An  estimate  of  these  offsets  was  taken  into  account  over  the 
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estimating  period.  By  the  end  of  the  fifth  year,  it  is  estimated  that 
there  is  an  average  total  return  of  68  cents  for  each  dollar  spent  on 
vocational  rehabilitation  five  years  earlier. 

By  ceasing  payments  for  vocational  rehabilitation  services,  recip- 
ients who  would  have  been  terminated  from  DI  are  not,  and  thus  after 
two  years  medicare  payments  would  also  continue,  subtracting  from 
the  savings  resulting  from  the  bill.  These  offsets  are  thought  to  be 
small  in  the  five  year  period,  however,  and  they  would  not  begin  to  be 
felt  until  fiscal  year  1984.  They  are  not  taken  into  account  here. 

Section  7 :  Pension  Reform  Act — Cost  Reimbursement. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981  1982  1983  1984  1985  1986 


Budget  authority   0  0  0  0  1  2 

Outlays    0  -1  -2  -5  -8  -10 


Basis  of  estimate :  This  provision  enables  SSA  to  recover  the  admin- 
istrative costs  of  providing  earnings  information  to  private  pension 
plans.  CBO  concurs  with  the  Administration's  estimates. 

Section  8 :  Round  Social  Security  Benefits. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981  1982  1983  1984  1985  1986 


OASDI: 

Budget  authority   0 

Outlays   -1 

Railroad  retirement: 

Budget  authority   0 

Outlays   0 


Total: 

Budget  authority   0 

Outlays..     -1 


3  15  35              58  85 

-72  -246  -268          -291  -314 

0  0  12  2 

-2  -7  -8            -9  -9 


3  15  36  60  87 

-74  -253  -276  -300  -323 


Basis  of  estimate :  This  provision  would  round  all  Social  Security 
benefits  to  the  lowest  $1  at  the  last  step  of  the  benefit  computation 
process.  Each  year,  benefits  would  be  based  on  the  primary  insurance 
amount;  there  would  be  no  compounding  of  benefits  previously 
rounded  down  to  the  lowest  $1.  In  addition,  each  step  in  the  benefit 
computation  process  would  require  rounding  to  the  nearest  1  cent; 
benefits  and  each  computation  step  are  currently  rounded  to  the  next 
higher  10  cents.  In  the  first  full  year  that  this  provision  is  in  effect, 
each  of  the  36  million  recipients  would  have  their  benefits  reduced  by 
approximately  55  cents  per  month.  The  estimate  assumes  that  the 
rounding  for  those  benefits  already  being  paid  will  first  occur  in  June 
1982,  the  next  scheduled  date  for  revising  benefit  amounts  based  on 
increases  in  the  CPI.  Benefit  computations  for  new  recipients  are 
assumed  to  follow  these  rules  beginning  with  awards  in  July  1981. 

The  estimate  includes  the  effects  this  provision  will  have  on  the 
Social  Security  portion  of  Railroad  Retirement  benefits. 
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UNEMPLOYMENT  INSURANCE 


Section  41 :  Repeal  National  Trigger. 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

-300 

Outlavs 

-657 

Basis  of  estimate :  Under  the  economic  assumptions  agreed  upon  by 
the  conference  on  the  first  budget  resolution,  the  unemployment  rate  is 
expected  to  trigger  a  national  extended  benefit  program  for  the  first 
quarter  of  fiscal  year  1982.  Elimination  of  the  national  trigger  will 
therefore  have  a  savings  impact  in  this  year. 

Estimate  comparison :  Under  the  Administration's  economic  assump- 
tions, unemployment  rates  in  1981  were  expected  to  trigger  the  national 
extended  benefit  program.  Under  current  economic  assumptions,  no 
national  trigger  is  anticipated  in  fiscal  year  1981 ;  therefore,  no  1981 
savings  are  shown  from  repealing  the  national  trigger. 

Section  42 :  Exclude  Extended  Benefit  Claimants  from  State  Trig- 
ger Calculation. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

-100 

-400 

-600 

-100 

Outlays  

-208 

-561 

-380 

-120 

-10 

Basis  of  estimate :  Under  current  law,  recipients  of  extended  benefits 
are  counted  in  calculating  insured  unemployment  rates,  causing  state 
extended  benefit  programs  to  trigger  on  more  slowly  and  remain  on 
longer  than  would  otherwise  be  the  case.  This  proposal  would  remove 
such  beneficiaries  from  the  calculation  of  the  rate. 

CBO  concurs  with  the  Labor  Department's  savings  estimates. 

Section  43 :  Raise  State  Triggers  to  5  Percent  Plus  120  Percent,  or  6 
Percent. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority.  

-100 

-100 

-200 

Outlays  

-92 

-72 

-270 

-284 

Basis  of  estimate:  Under  current  law,  extended  benefits  are  pay- 
able in  a  state  when,  for  the  most  recent  13  week  period,  the  state 
insured  unemployment  rate  averages  at  least  4  percent  and,  in  addi- 
tion, is  20  percent  higher  than  it  was  during  the  same  13  week  period 
in  the  two  previous  years.  When  the  "20  percent"  factor  is  not  met,  a 
state  at  its  option  may  provide  extended  benefits  when  the  state  in- 
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cured  unemployment  rate  averages  5  percent.  This  proposal  would 
raise  the  state  trigger  to  5  percent  and  120  percent  of  the  rate  existing 
in  the  comparable  period  in  the  two  previous  years  or  allow  states  to 
provide  extended  benefits  when  the  state  insured  unemployment  rate 
reaches  6  percent. 

CBO  concurs  with  the  Labor  Department's  savings  estimates  for 
this  proposal. 

Section  44 :  Require  20  Weeks  of  Work  for  Extended  Benefits. 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars) 


1981 

1982 

1983 

1984 

1985 

1986 

Budeet  authority 

Outlays  

-11 

-10 

-4 

-2 

Basis  of  Estimate :  Under  current  law,  states  require  that  an  indi- 
vidual must  have  earned  a  specified  amount  of  wages  or  must  have 
worked  for  a  certain  period  of  time  within  the  base  period,  or  both,  to 
qualify  for  unemployment  benefits.  The  specific  qualifying  formula 
varies  widely  among  states,  but  all  have  the  intent  of  permitting  only 
those  persons  with  genuine  labor  force  attachment  to  receive  program 
benefits.  This  proposal  would  standardize  the  qualifying  requirement 
for  extended  benefits  by  admitting  to  program  participation  only  those 
individuals  with  20  weeks  of  work  in  their  base  period. 

CBO  concurs  with  the  Labor  Department's  savings  estimates  for 
this  proposal. 

Section  45:  Eliminate  Benefits  for  Those  Who  Voluntarily  Quit 
Military  Service. 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

Outlays  

-36 
-36 

-265 
-265 

-254 
-254 

-244 
-244 

-251 
-251 

-240 
-240 

Basis  of  estimate :  Using  detailed  Department  of  Defense  data  on 
discharges  by  reason  for  discharges,  CBO  has  estimated  that  this  pro- 
posal would  reduce  eligibility  by  92  percent.  In  1981,  the  savings  are 
only  12  percent  of  current  base  spending  because  only  those  discharged 
after  July  1, 1981  are  affected. 

Estimate  comparison :  Shown  below  is  DOL's  estimate  of  the  budget- 
ary impact  of  this  provision.  The  differences  which  exist  between  the 
two  sets  of  estimates  for  fiscal  years  1982  through  1986  are  a  result  of 
differing  baseline  projections  of  the  current  law  program. 


[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Required  budget  authority  

Outlays    

-60 
-60 

-225 
-225 

-237 
-237 

-245 
-245 

-247 
-247 

-248 
-248 
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In  fiscal  year  1981,  CBO  has  estimated  a  smaller  savings  than  has 
DOL,  since  relatively  few  individuals  will  be  affected. 
Section  46 :  Loan  Reform  Package. 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Revenues/budget  authority  

9.6 

207.0 

355.5 

404.8 

Outlavs   _ 

Basis  of  estimate :  This  provision  would  alter  the  current  system  of 
financing  unemployment  compensation  benefits  in  two  respects.  First, 
to  reduce  the  incentive  to  borrow  to  meet  benefit  payment  demands, 
interest  would  be  charged  on  all  new  advances  other  than  those  re- 
quired to  meet  seasonal  cash  flow  needs.  Interest  charged  at  a  10  percent 
rate  would  be  payable  on  any  advances  taken  after  May  5, 1981,  unless 
such  advances  were  repaid  by  September  30  of  the  fiscal  year  in  which 
the  debt  was  incurred.  Such  interest  charges  would  be  due  by  the  last 
day  of  every  quarter.  A  state  would  be  precluded  from  paying  interest 
from  its  individual  trust  fund  and  from  taking  any  action  which  would 
indirectly  achieve  the  objective  of  paying  interest  out  of  its  trust  fund. 
Any  repayments  made  by  the  state  would  first  be  credited  against  the 
part  of  loan  principal  longest  outstanding. 

Second,  employers  would  be  eligible  for  a  freeze  on  the  loss  of 
FUTA  tax  credit  during  any  year  in  which  the  state  met  a  "solvency 
test."  This  test  stipulates  that  a  state  engage  in  no  new  net  borrowing 
and  that  it  take  no  action  the  net  effect  of  which  represents  a  relaxation 
of  its  tax  effort  or  a  liberalization  of  benefits.  The  freeze  would  be 
set  at  0.6  percent  or  the  level  of  credit  reduction  applicable  for  the  1 
taxable  year  during  which  the  state  met  the  solvency  test,  whichever 
was  higher.  However,  employers  in  states  in  which  the  economy  dem- 
onstrated a  significant  improvement,  as  measured  by  an  insured  un- 
employment rate  equal  to  80  percent  or  less  of  its  level  for  the  preced- 
ing two  years,  would  be  liable  for  an  additional  0.3  percent  loss  of 
FUTA  tax  credit.  Conversely,  a  temporary  waiver  of  the  solvency  test 
would  be  granted  to  those  states  which  (1)  paid  extended  benefits  for 
at  least  six  months  and  (2)  had  a  tax  rate  as  a  percentage  of  total 
wages  equal  to  at  least  150  percent  of  the  national  average. 

The  increase  in  budget  authority  which  would  result  from  these 
two  proposals  represents  the  net  of  an  increase  in  revenues  resulting 
from  the  imposition  of  interest  charges  and  a  decrease  in  revenues  fol-  I 
lowing  from  the  freeze  on  the  loss  of  the  FUTA  tax  credit.  The  esti- 
mate of  revenue  growth  stemming  from  the  charging  of  interest  was 
calculated  by  taking  forecasts  of  annual  state  loan  demand  provided 
by  the  Labor  Department  (DOL)^.  estimating  the  quarterly  distribu- 
tion of  such  loans  based  upon  past  experience,  and  imposing  a  10  per- 
cent interest  rate  upon  such  loans.  The  estimate  of  revenue  loss  result- 
ing from  the  freeze  on  the  loss  of  the  FUTA  tax  credit  was  calculated 
by  taking  DOL  forecasts  of  increased  FUTA  revenue  due  to  the  loss 
in  offset  credit,  determining  the  year  in  which  states  with  outstanding 
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loans  would  meet  the  solvency  test,  and  applying  the  change  in  tax 
rates  to  the  respective  states'  payroll  bases.  No  budgetary  impact  is 
shown  for  fiscal  years  1985  and  1986  because  the  program  is  scheduled 
to  terminate  on  September  30, 1984. 

Estimate  comparison:  Shown  below  is  the  DOL  estimate  of  the 
budgetary  impact  of  the  provision.  It  differs  from  the  CBO  estimate 
in  fiscal  years  1982  and  1983  primarily  because  of  different  assumptions 
regarding  the  quarterly  distribution  of  loan  demand  within  given 
years.  DOL  has  assumed  all  advances  will  be  borrowed  within  the 
first  two  quarters  of  the  fiscal  year.  CBO  has  assumed  that  a  certain 
proportion  of  borrowing  will  occur  in  the  final  quarter  of  the  fiscal  year 
as  well.  DOL  has  made  no  estimate  of  budgetary  impact  in  fiscal  year 
1984. 

[By  fiscal  years,  in  millions  of  dollars] 


1981  1982  1983  1984  1985  1986 


Required  budget  authority   9. 6  265  446 

Outlays      


Provision:  Trade  Adjustment  Assistance — Integrate  State  LTnem- 
ployment  Compensation  Program,  Limit  Allowances,  Strengthen 
Administration. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

-1,295 
-1,295 

-800 

-450 

Outlays    

-800 

-450 

Basis  of  estimate :  The  estimated  savings  of  this  provision  are  based 
on  a  composite  distribution  of  unemployment  insurance  claimants  by 
length  of  unemployment  and  a  weighted  average  of  unemployment 
insurance  benefits  for  those  states  with  the  greatest  number  of  trade 
adjustment  assistance  claimants.  There  is  no  fiscal  impact  in  fiscal 
years  1985  and  1986  because  the  program  is  not  authorized  beyond 
fiscal  year  1984. 

Previous  CBO  estimate  :  CBO  originally  estimated  the  savings  of 
this  provision  for  the  Senate  Budget  Committee  at  $1,335,  $840,  and 
$475  million  for  fiscal  years  1982,  1983,  and  1984,  respectively.  These 
estimates  were  made  assuming  that  no  trade  adjustment  assistance 
claimant  would  be  able  to  collect  benefits  beyond  52  weeks.  Since  that 
time,  the  Administration  has  developed  more  details  on  the  provision 
and  the  present  proposal  would  permit  workers  in  training  to  be  eli- 
gible for  benefits  for  an  additional  26  weeks.  This  has  caused  the  sav- 
ings estimates  to  decline. 

On  May  15,  1981,  CBO  prepared  a  cost  estimate  for  S.  1201,  as 
ordered  reported  by  the  Senate  Finance  Committee.  The  sections  of 
that  bill  incorporating  those  provisions  contained  here  have  the  same 
estimates  of  savings. 
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Cost  estimate: 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Provisions  affecting  earners,  total: 

Budget  authority  

-425 

-433 

-441 

-447 

-452 

-425 

-433 

-441 

-447 

-452 

(a)  Limit  earnings  disregard  (sec.  51)  

-206 

-212 

-218 

-222 

-226 

(b)  Limit  $30  plus  H  to  4  mo  (sec.  51)   

-168 

-172 

-177 

-181 

-184 

(c)  Count  advance  payment  of  EITC  (sec.  55)  

-51 

-49 

-46 

-44 

-42 

(d)  Limit  eligibility  to  150  percent  of  state  needs 

(sec.  53)   

0) 

0) 

0) 

0) 

0) 

(e)  Eliminate  payments  of  under  $10  per  month 
(sec.  60F)   

0) 

0) 

0) 

O) 

0) 

1  Insignificant. 


Basis  of  estimate:  The  provision  to  limit  the  earnings  disregard 
would  standardize  the  work  expense  at  $75  per  month  prorated  for 
part-time  or  part-month  work,  cap  child  care  expenses  at  $160  per 
month  per  child,  and  apply  the  disregards  in  the  following  order: 
1)  flat  $30;  2)  $75  (or  prorated  amount) ;  3)  child  care  expenses; 
and  4)  one-third  of  the  remaining  expenses. 

The  second  provision  would  limit  the  application  of  the  earnings 
incentive  formula  to  four  months,  after  which  the  AFDC  families' 
benefits  would  be  calculated  as  their  eligibility  need  determination 
minus  earnings.  Since  many  families  with  four  months  of  earnings 
would  have  earnings  in  excess  of  their  eligibility  needs,  they  would 
go  off  the  AFDC  rolls. 

The  third  provision  would  assume  advance  receipt  t>f  the  Earned 
Income  Tax  Credit  (EITC)  in  computing  earned  income,  even 
though  in  fact  it  may  not  be  received  except  as  an  income  tax  rebate. 
The  last  two  proposals  (d  and  e)  are  not  expected  to  have  a  significant 
impact  on  AFDC  benefits. 

These  proposals  together  are  expected  to  have  an  impact  on  ap- 
proximately one-half  million  AFDC  families  who  have  earnings  each 
month. 

The  savings  shown  above  assume  no  labor  supply  response  because 
of  these  proposals.  This  is  consistent  with  the  methodology  used  by 
the  Administration  in  calculating  the  expected  savings  of  the  Reagan 
proposals  and  is  consistent  with  preliminary  estimates  developed  by 
CBO  and  given  to  the  Senate  Budget  Committee  for  use  in  the  devel- 
opment of  reconciliation  instructions. 

These  proposals  would,  however,  increase  the  work  disincentives 
found  in  the  current  AFDC  program.  Currently  AFDC  families,  on 
the  average,  are  able  to  retain  about  50  percent  of  their  earned  income. 
Under  the  proposed  changes,  AFDC  families  would  be  able  to  retain 
only  about  20  percent  of  their  earned  income.  CBO  is  currently  de- 
veloping a  methodology  to  include  possible  labor  supply  effects  into 
the  savings  estimates.  Preliminary  estimates  of  possible  labor  supply 
responses,  show  savings  only  about  one  third  the  magnitude  of  those 
shown  here. 
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Section  52:  Limit  Allowable  Resources  to  $1,000. 
Cost  estimate: 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budfet  authority  

  -16 

-17 

-17 

-17 

-17 

Outiays   

   -16 

-17 

-17 

-17 

-17 

Basis  of  estimate :  This  provision  would  place  a  limit  of  $1,000  per 
family  in  allowable  equity,  but  exempt  from  consideration  a  home 
owned  and  occupied  by  the  family  and  one  motor  vehicle.  CBO  concurs 
with  the  Administration's  cost  estimate  for  this  proposal. 

Section  52 :  Permit  States  to  Take  into  Account  Food  Stamp  Benefits 
and  Housing  Subsidies  for  AFDC  Families. 

Cost  estimate : 

{By  fiscal  years,  in  millions  of  dollars) 


1982 

1983 

1984 

1985 

1986 

Budget  authority    

  -100 

-103 

-105 

-108 

-110 

Outlays    

  -100 

-103 

-105 

-108 

-no 

Basis  of  estimate  :  This  proposal  would  permit  states  to  take  into 
account  food  stamps  and  housing  subsidies  in  determining  their  AFDC 
benefits.  Some  states,  however,  already  earmark  a  portion  of  the  needs 
standard  for  food  and  some  make  allowances  for  rent,  up  to  a  limit.  In 
addition,  an  informal  CBO  survey  of  states  showed  little  interest  in 
the  proposal  beyond  what  states  were  currently  doing.  The  above  cost 
estimate  of  $100  million  in  savings  for  fiscal  year  1982  is  from  the 
Administration. 

Section  54 :  Count  Lump-Sum  Payments  as  Income, 

Cost  estimate : 


1982 

1983 

1984 

1985 

1986 

Budget  authority   

   -5 

-5 

-5 

-5 

-5 

Outlays   

  -5 

-5 

-5 

-5 

-5 

Basis  of  estimate :  This  provision  would  require  states  to  consider 
all  lump-sum  payments  as  income  available  to  meet  a  family's  needs. 
CBO  concurs  with  the  Administrations  estimate  for  this  proposal. 

Section  56  :  Count  Stepparents'  Income. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985  1986 

Budget  authority   

  -108 

  -108 

-111 
-111 

-113 
-113 

-116  -118 
-116  -118 

Basis  of  estimate:  This  proposal  would  require  states  to  count  a 
portion  of  a  stepparent's  income  in  determining  the  AFDC  f  amilys' 
benefit.  It  specifies  that  some  of  the  stepparent's  income  must  be  re- 
served for  support  of  his/her  own  income  tax  dependents,  for  pay- 
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ments  of  alimony  or  child  support,  and  for  work  expenses.  More  than 
100,000  families  are  expected  to  be  affected  by  this  provision. 

CBO's  savings  estimate  of  $108  million  in  fiscal  year  1982  is  about 
two-thirds  of  the  savings  estimate  made  by  the  Administration.  The 
reduction  in  savings  was  due  to  an  assumed  break  up  of  some  house- 
holds as  a  result  of  the  provision. 

Section  57 :  Kequire  Community  Work  Programs. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

 ._.  0 

  0 

-20 
-20 

-41 
-41 

-52 
-52 

-53 
-53 

Basis  of  estimate :  This  provision  would  require  states  to  establish 
community  work  experience  programs  in  which  AFDC  recipients 
(subject  to  certain  restrictions)  would  be  required  to  perform  work 
in  exchange  for  their  AFDC  check. 

The  savings  estimate  shown  above  is  from  the  Administration.  Fur- 
ther investigation  by  CBO  of  community  work  experience  programs 
in  Massachusetts,  Utah  and  California  has  indicated  that  these  savings 
estimates  may  be  too  optimistic. 

Section  60 :  Prohibit  Payments  to  Strikers. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budget  authority    

Outlays    

  -5 

  -5 

-5 
-5 

-5 
-5 

-5 
-5 

-5 
-5 

Basis  of  estimate :  This  proposal  would  amend  the  Social  Security 
Act  to  prohibit  AFDC  payments  to  a  family  of  a  person  who  partici- 
pates in  a  strike  during  the  period  of  strike  participation. 

CBO  concurs  with  the  Administration's  cost  estimate. 

Section  60 A :  Eliminate  Payments  to  Children  18  and  Over  Unless 
They  Are  Attending  High  School. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983  19 

84  1985 

1986 

Budget  authority  

  -100 

-104  -1 

08  -111 

-113 

Outlays  

  -100 

-104  -1 

08  -111 

-113 

Basis  of  estimate:  This  provision  would  amend  the  definition  of 
"dependent  child"  to  children  through  age  17,  or  18  if  the  child  is  in 
high  school  during  his/her  eighteenth  year.  The  above  estimate  as- 
sumes removal  from  the  AFDC  roles  of  two-thirds  of  families  whose 
youngest  child  is  18  or  older  and  two-thirds  of  all  dependent  children 
over  18  in  other  families. 

Section  60B :  Eliminate  Payments  to  Pregnant  Women  Before  the 
Sixth  Month. 
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Cost  estimate : 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budfet  authority   — 

   -16 

-17 

-17 

-18 

-18 

  -16 

-17 

-17 

-18 

-18 

Basis  of  estimate :  This  provision  would  eliminate  payments  to  preg- 
nant women  except  in  the  last  four  months  of  pregnancy.  These  re- 
stricting provisions  were  assumed  to  save  one-third  of  such  payments 
or  $16  million  in  fiscal  year  1982. 

Section  60C  :  Change  Unemployed  Parent  to  Primary  Wage  Earner. 

Cost  estimate :  This  proposal  would  limit  eligibility  for  the  AFDC 
Unemployed  Parents  program  to  two-parent  families  in  which  the 
principal  earner  is  unemployed.  Savings  would  be  negligible. 

Section  60D:  Require  AFDC  Parent  Attending  College  to  Meet 
Work  Requirements. 

Cost  estimate :  This  provision  would  require  AFDC  parents  who  are 
college  students  to  seek  full-time  employment  and  meet  all  other 
AFDC  work  requirements.  Savings  would  be  negligible. 

Section  60E :  Require  Retrospective  Accounting  and  Monthly 
Reporting. 

Cost  estimate : 

(By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

  0 

   0 

-187 
-187 

-195 
-195 

-201 
-201 

-207 
-207 

Basis  of  estimate :  Savings  may  be  possible  in  the  AFDC  program 
from  the  establishment  of  a  mandatory  nationwide  monthly  income 
reporting  system  and  a  one-month  retrospective  accounting  system. 

Currently,  most  AFDC  programs  base  initial  eligibility  and  benefit 
levels  on  estimates  of  the  income  the  applicant  expects  to  receive  in  the 
following  month.  Benefits  then  continue  until  the  recipient  reports  a 
change  in  income,  or  until  a  change  is  determined  in  the  course  of  case- 
work. 

This  proposal  would  require  the  determination  of  each  month's  bene- 
fits on  the  basis  of  the  previous  month's  income.  The  recipient  would  be 
required  to  mail  a  monthly  income  status  form  to  the  public  assistance 
office  before  benefits  were  calculated  and  a  check  mailed.  Information 
from  a  1976-1977  pilot  program  suggests  that  such  changes  could  result 
not  only  in  budgetary  savings,  but  also  in  simplified  eligibility  deter- 
minations, more  rapid  processing  of  initial  applications,  and  in- 
creased responsiveness  to  changing  needs  of  recipients. 

The  major  savings  would  be  generated  through  the  monthly  report- 
ing requirement,  which  would  reveal  changes  in  income  not  reported  or 
detected  under  the  current  system.  Such  a  system  would  improve  the 
efficiency  of  program  operation  through  more  accurate  calculations  of 
benefits  for  those  with  fluctuating  incomes  and  by  more  rapid  elimina- 
tion of  those  cases  that  become  ineligible.  Because  of  offsetting  startup 
costs,  no  net  savinsg  can  be  expected  the  first  year. 
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Section  60G:  Remove  Limitation  on  the  Number  of  Vendor 
Payments. 

Cost  estimate :  This  provision  would  remove  the  limit  on  the  propor- 
tion of  AFDC  cases  in  which  vendor  payments  can  be  made.  There 
would  be  no  budgetary  impact. 

Section  60H :  Recover  Overpayments/Pay  Underpayments. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985  1986 

Budget  authority..   

  -115 

-110 

-106 

-102  -98 

Outlays   

  -115 

-no 

-106 

-102  -98 

Basis  of  estimate:  This  provision  would  require  States  to  recoup 
AFDC  overpayments  and  pay  underpayments;  current  regulations 
give  States  the  option  of  recouping  overpayments  and  then  only  under 
certain  circumstances.  The  Administration  has  estimated  that  this  pro- 
vision would  save  $115  million  in  fiscal  year  1982  and  smaller  amounts 
in  ensuing  years.  CBO  concurs  with  this  estimate. 

Section  601 :  Reduce  Federal  Matching  For  Training. 

Cost  estimate : 

(By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budget  authority    

  -16 

-17 

-18 

-20 

-20 

Outlays   

  -16 

-17 

-18 

-20 

-20 

Basis  of  estimate :  This  provision  would  reduce  the  federal  matching 
rate  for  training  expenses  from  75  to  50  percent.  CBO  concurs  with 
the  Administration's  estimate. 

Provision :  Administrative  Savings. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budget  authority  

Outlays  

   -105 

..   -105 

-111 
-111 

-117  . 
-117 

-123 
-123 

-128 
-128 

Basis  of  estimate:  The  Administration  has  estimated  that  their 
AFDC  reform  proposals  would  result  in  a  12  percent  savings  in  admin- 
istrative expenses  in  fiscal  year  1982.  Their  cost  estimate,  with  which 
CBO  originally  concurred,  is  shown  above. 

Section  61 :  Enforce  Collection  of  Child  Support  and  Alimony. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budget  authority  

  -27 

-30 

-33 

-36 

-40 

Outlays   

  -27 

-30 

-33 

-36 

-40 
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Basis  of  estimate :  This  proposal  would  require  the  IRS,  at  the  re- 
quest of  a  state,  to  deduct  from  the  federal  income  tax  refund  due  an 
absent  parent  the  overdue  amount  of  child  support  and  alimony  and  to 
send  that  amount  to  the  state.  The  Administration  has  estimated  that 
this  proposal  would  save  $27  million  in  fiscal  year  1982  and  CBO  con- 
curs with  this  estimate. 

Section  62 :  Collection  of  Support  for  Adults. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budget  authority   ... 

  -23 

-23 

-23 

-23 

-23 

Outlays    

  -23 

-23 

-23 

-23 

-23 

Basis  of  estimate :  This  provision  would  permit  the  enforcement  of 
existing  alimony  obligations  on  behalf  of  AFDC  families  and  use  col- 
lections to  reimburse  AFDC  costs  in  the  same  manner  as  child  support 
collections.  CBO  concurs  with  the  Administration's  cost  estimate  which 
is  shown  above. 

Section  63 :  Modify  Collection  Fee  for  Non-AFDC  Cases. 

Cost  estimate: 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budget  authority   

   -45 

-49 

-55 

-59 

-65 

Outlays     

  -45 

-49 

-55 

-59 

-65 

Basis  of  estimate :  This  provision  would  require  states  to  collect  a 
fee  equal  to  10  percent  of  the  amount  of  child  support  owed  from  non- 
AFDC  families.  No  part  of  the  amount  collected  would  be  considered 
a  fee  except  amounts  which  exceed  the  actual  amount  of  the  support 
owed.  CBO  estimates  that  this  proposal  would  produce  a  new  savings 
of  $45  million  in  fiscal  year  1982  due  to  decreased  federal  matching 
payments  for  administrative  expenses. 

Section  64  :  Prohibit  Discharge  of  Child  Support  in  Bankruptcy 
Cases. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Budget  authority   

  -17 

  -17 

-21 
-21 

-26 
-26 

-33 
-33 

-41 
-4f 

Basis  of  estimate :  Under  this  provision,  a  debt  that  is  an  AFDC 
child  support  obligation  assigned  to  a  state  would  not  be  released  be- 
cause of  bankruptcy.  CBO  concurs  with  the  Administration's  estimate 
of  savings  shown  above. 
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SUPPLEMENTAL  SECURITY  INCOME 

Section  71 :  To  change  the  basis  for  determining  Supplemental  Se- 
curity Income  benefit  levels  from  a  quarterly  prospective  accounting 
period  to  a  one-month  retrospective  period,  except  in  certain  circum- 
stances. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985  1986 

Required  budget  authority  

Estimated  outlays   

  -30 

  -30 

-60 
-60 

-60 
-60 

-60  -60 
-60  -60 

Basis  of  estimate :  An  enactment  date  of  July  15, 1981  was  assumed 
for  this  provision,  which  would  result  in  an  effective  date  of  January 
1, 1982  according  to  the  language  of  the  provision.  With  the  exception 
of  fiscal  year  1982,  CBO's  estimate  is  the  same  as  that  of  the  Admin- 
istration. The  same  proposal  in  the  Eeagan  budget  shows  a  full-year's 
savings  ($60)  in  fiscal  year  1982. 

Section  72:  To  eliminate  reimbursements  to  state  vocational  re- 
habilitation agencies  for  services  to  blind  and  disabled  Supplemental 
Security  Income  (SSI)  recipients. 

Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

198  6 

Reimbursement  savings: 

Estimated  authorization  level  

-20 

-20 

-20 

-20 

-20 

Estimated  outlays   

-20 

-20 

-20 

-20 

-20 

Offsetting  benefit  costs: 

Required  budget  authority  

0 

2 

5 

9 

14 

Estimated  outlays    

0 

2 

5 

9 

14 

Net  budgetary  impact: 

-20 

Estimated  authorization  level   

-20 

-20 

-20 

20 

Required  budget  authority  

0 

2 

5 

9 

14 

Estimated  outlays   

-20 

-18 

-15 

-11 

-6 

Basis  of  estimate :  Direct  benefits  under  the  SSI  program  are  an  en- 
titlement; reimbursements  to  the  states  for  vocational  rehabilitation 
services  provided  to  SSI  recipients,  however,  are  funded  at  the  discre- 
tion of  the  Appropriations  Committees.  The  estimate  above  assumes 
that  the  fiscal  year  1982  requested  appropriation  level  for  this  activity 
would  be  funded  in  that  year  and  through  fiscal  year  1986  in  the  ab- 
sence of  this  provision. 

According  to  a  study  prepared  by  the  Division  of  Disability  Studies 
of  the  Social  Security  Administration  *,  the  savings  to  the  Disability 
Insurance  (DI)  Trust  Fund  over  a  five  year  period  for  DI  recipients 
completing  a  program  of  vocational  rehabilitation  would  represent 
approximately  $0.68  for  every  dollar  spent  on  the  program.  These  sav- 
ings would  result  from  the  termination  from  DI  rolls  of  rehabilitated 
individuals  who  obtained  employment  and  became  self-supporting. 
The  above  estimate  of  offsetting  increases  in  SSI  benefit  costs  assumes 


1  Leo  A.  McManus,  "Evaluation  of  Disability  Insurance  Savings  Due  to  Beneficiary 
Rehabilitation,"  Social  Security  Bulletin,  Vol.  44  (February  1981),  pp.  19-26. 
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that  the  SSI  program  is  currently  experiencing  a  similar  reduction 
in  benefit  costs  as  a  result  of  its  vocational  rehabilitation  funding.  If 
this  funding  is  eliminated  and  the  state  agencies  cease  providing  these 
services  to  SSI  beneficiaries,  the  savings  would  no  longer  accrue. 

An  effective  date  of  October  1, 1981  was  assumed. 

Estimate  comparison :  The  Administration  estimates  the  same  level 
of  savings  to  result  from  this  proposal  as  CBO,  but  includes  no  off- 
setting increases  in  benefit  costs. 

SOCIAL  SERVICES  PROGRAMS 


Section  82  :  Social  Service  Block  Grant. 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Changes  in  estimated  authorization 
level   

-993 

-1,166 
-1,166 

-1,319 

Changes  in  estimated  outlays  

-993 

-1,319 

Basis  of  estimate :  The  existing  portions  of  the  Social  Security  Act 
relating  to  child  welfare  services,  foster  care,  and  adoption  assistance 
would  be  repealed  by  this  provision.  In  addition,  the  existing  Title 
XX  social  services  grant  programs  would  be  replaced  by  a  social  serv- 
ices block  grant  which  would  incorporate  all  the  current  Title  XX 
programs  as  well  as  those  programs  which  would  be  repealed.  This 
proposal  would  establish  a  $2,639  billion  block  grant  ceiling 
each  year.  This  ceiling  is  a  25  percent  reduction  from  the  fiscal  year 
1981  funding  levels  and  a  $993  million  reduction  in  1982  from  the  1982 
baseline  projection.  The  baseline  reflected  the  authorized  ceiling  levels 
for  Title  XX  and  discretionary  inflation  in  the  other  programs.  The 
outyear  savings  grow  to  $1.319'billion  by  1984  since  the  block  grant  is 
level  funded. 

U.S.  Congress, 
Congressional  Budget  Office, 

Washington,  D.C.,  June  9, 1981. 

Hon.  Robert  Dole, 

Chairman,  Committee  cm  Finance, 
U.8.  Senate,  Washington,  B.C. 

Dear  Mr.  Chairman:  Pursuant  to  Section  202  of  the  Congres- 
sional Budget  Act  of  1974,  the  Congressional  Budget  Office  has  pre- 
pared the  attached  cost  estimates  of  the  bill  for  reducing  spending  in 
programs  within  the  jurisdiction  of  the  Senate  Committee  on  Finance. 
These  estimates  cover  the  provisions  that  affect  Medicare  and  Medic- 
aid. Estimates  of  provisions  affecting  primarily  Social  Security.  SSI, 
Unemployment  Insurance,  Trade  Adjustment  Assistance  and  Social 
Services  have  already  been  forwarded  under  separate  cover. 

The  estimates  included  in  the  attached  report  represent  the  1981- 
1986  effects  on  the  federal  budget  of  the  Committee's  legislative  pro- 
posals. CBO  understands  that  the  staff  of  the  Committee  on  the  Budget 
will  be  responsible  for  interpreting  how  the  savings  contained  in  these 
legislative  proposals  measure  against  the  budget  resolution  reconcili- 
ation instructions. 
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Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimates. 
Sincerely, 

James  Blum, 
(For  Alice  M.  Eivlin,  Director) . 

Congressional  Budget  Office — Cost  Estimate 

June  9, 1981. 

1.  Bill  title:  Provisions  Keducing  Spending  in  Programs  Within 
Jurisdiction  of  Senate  Committee  on  Finance. 

2.  Bill  status:  As  ordered  sent  to  the  Senate  Budget  Committee 
by  the  Senate  Committee  on  Finance  on  May  5, 1981. 

3.  Bill  purpose :  To  bring  the  expenditures  authorized  by  the  Sen- 
ate Committee  on  Finance  within  the  reconciliation  target  for  that 
Committee  established  by  the  Congress. 

4.  Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981  1982  1983  1984  1985  1986 


Medicare: 

Revenues   109  408  798  1,108  1,358 

Budget  authority                               -3  -419  -590  -532  -423  -338 

Outlays                                           639  -2,011  -1,959  -2,074  -2,122  -2,192 

Medicaid: 

Budget  authority                             -127  -1,392  -1,769  -2,359  -2,899  -3,399 

Outlays                                         -127  -1,002  -1,629  -2,229  -2,779  -3,289 

Other: 

Estimated  authorization  level     320  530  520  500  460 

Outlays     320  530  520  500  460 

Off-budget  costs: 

Budget  authority....    90  150  140  140  130 

Outlays     90  150  140  140  130 


The  savings  resulting  from  this  bill  fall  within  budget  function  550. 

5.  Basis  of  estimate :  The  estimates  are  based  on  description  of  the 
provisions  in  the  Finance  Committee's  May  6, 1981  press  release,  early 
draft  language,  revised  draft  language  dated  May  28,  1981,  and  dis- 
cussions with  staff  of  the  Committee.  The  basis  of  estimate  statements 
are  included  under  each  section.  This  estimate  covers  provisions  that 
affect  Medicare  and  Medicaid.  Estimates  of  provisions  affecting  pri- 
marily Social  Security,  SSI,  Unemployment  Insurance,  Trade  Ad- 
justment Assistance  and  Social  Services  have  been  forwarded  under 
separate  cover.  The  section  numbers  were  determined  from  a  draft 
of  the  bill,  and  may  not  match  those  in  the  final  version  of  the  bill  in 
all  cases. 

6.  Estimate  comparison :  Where  applicable,  comparisons  with  other 
estimates  are  discussed  by  section. 

7.  Previous  CBO  estimate:  Where  applicable,  previous  CBO  esti- 
mates are  discussed  by  section  under  "Basis  of  Estimate." 

8.  Estimate  prepared  by:  Malcolm  Curtis  and  Hinda  Kipps 
(225-7766). 

9.  Estimate  approved  by : 

James  Blum, 
Assistant  Director  for  Budget  Analysis. 
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HEALTH  PROGRAMS 

Section  11:  Routine  Nursing  Differential 
Cost  estimate  (by  fiscal  years) : 


Medicare : 

Budget  authority :  Millions 
1981   * 

1982    $5 

1983    16 

1984     30 

1985    46 

1986    67 

Outlays : 

1981    -20 

1982  -130 

1983    —150 

1984    -185 

1985  -230 

1986  —280 


Basis  of  estimate :  The  provision  would  reduce  the  Medicare  routine 
nursing  salary  cost  differential  from  8.5  percent  to  4.5  percent.  The 
estimates  were  obtained  by  apportioning  Administration  estimates 
of  savings  from  eliminating  the  differential  entirely. 

Sec,  12:  Occupational  Therapy  as  Basis  for  Home  Health  Services 
Cost  estimate  (by  fiscal  years) : 


Medicare : 

Budget  authority :  Millions 

1982    %1 

1983   4 

1984    8 

1985    12 

1986   16 

Outlays : 

1982    -35 

1983    -41 

1984    -46 

1985    -52 

1986    -58 


Basis  of  estimate:  This  section  would  repeal  the  provision  of  the 
Omnibus  Eeconciliation  Act  of  1980  (Public  Law  96-499)  that  makes 
occupational  therapy  a  qualifying  criterion  for  home  health  benefits. 
Administration  estimates  of  savings  have  been  reviewed  by  CBO. 

Previous  CBO  estimate:  Upon  enactment  of  the  Omnibus  Recon- 
ciliation Act  on  December  5,  1980,  CBO  estimated  the  costs,  shown 
below,  of  the  provision  that  this  bill  would  repeal. 


Outlays : 

Fiscal  years :  Millions 

1982   -  $15 

1983    33 

1984    65 

1985   124 

1986   150 


The  revised  estimates  follow  discussions  of  underlying  assumptions 
with  actuaries  in  the  Health  Care  Financing  Administration. 


562 


Section  13 :  Alcohol  Detoxification  Facility  Services 

Cost  estimate :  This  provision  would  have  no  significant  impact  on 
the  federal  budget. 

Basis  of  estimate :  This  section  would  repeal  the  provision  of  the 
Omnibus  Keconciliation  Act  of  1980  (Public  Law  96^99)  that  pro- 
vides Medicare  reimbursement  for  alcohol  detoxification  services  in 
freestanding  facilities.  Upon  enactment  of  the  Omnibus  Keconcilia- 
tion Act  on  December  5,  1980,  CBO  estimated  that  that  provision 
would  have  no  significant  impact  on  the  budget.  Repeal  of  the  provi- 
sion, therefore,  would  also  be  expected  to  have  no  significant  budgetary 
impact.  Because  the  cost  of  detoxification  is  three  times  greater  in  a 
hospital  than  a  freestanding  facility,  CBO  assumes  that  the  costs  of 
additional  services  reimbursed  would  be  offset  by  savings  from  the 
substitution  of  care  in  freestanding  facilities  for  care  in  hospitals. 

Estimate  comparison :  The  Administration  estimates  that  repeal  of 
this  provision  would  reduce  federal  spending. 

Outlays : 


Fiscal  years  Millions 

1982   -$70 

1983    -90 

1984    -110 

1985    -120 

1986   —130 


The  Administration  assumes  that,  in  the  future,  the  cost  per  episode 
of  detoxification  would  be  the  same  in  freestanding  facilities  and  in 
hospitals.  Consequently,  the  Administration's  estimates  include  no 
offsetting  savings  from  the  substitution  of  care  in  freestanding  facili- 
ties for  care  in  hospitals. 

Section  H:  Inpatient  Dental  Coverage 
Cost  estimate  (by  fiscal  years) : 


Medicare : 

Budget  authority :  Millions 

1982    * 

1983    $1 

1984    3 

1985    4 

1986   —  6 

Outlays : 

1982    —12 

1983    —13 

1984    —16 

1985    -18 

1986    —20 


Basis  of  estimate :  This  section  would  repeal  the  provision  of  the 
Omnibus  Reconciliation  Act  of  1980  (Public  Law  96-499)  that  pro- 
vides Medicare  coverage  for  hospital  stays  warranted  by  the  severity 
of  a  dental  procedure  or  the  medical  condition  of  a  dental  patient. 
Administration  estimates  of  savings  have  been  reviewed  by  CBO. 

Previous  CBO  estimate :  Except  for  sign,  these  estimates  are  iden- 
tical to  CBO's  estimates  for  the  provision  as  enacted  December  5, 1980. 
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Section  16:  Open  Enrollment 
Cost  estimate  (by  fiscal  years)  : 


Medicare : 

Budget  authority  :  Millions 

1981    $-1 

1982    -9 

1983    -10 

1984    -11 

1985    -13 

1986    -15 

Outlays : 

1981    -1 

1982    —9 

1983    -10 

1984    -H 

1985    -13 

1986    -15 


Basis  of  estimate:  This  section  would  repeal  the  provision  of  the 
Omnibus  Reconciliation  Act  of  1980  (Public  Law  96^99)  permitting 
enrollment  of  eligible  individuals  in  the  Supplementary  Medical  In- 
surance program  at  any  time.  The  section  would  reestablish  the  Jan- 
uary-through-March open  enrollment  period  that  applied  before  April 
1981.  Administration  estimates  of  outlay  savings  have  been  reviewed 
by  CBO. 

Previous  CBO  estimate:  Upon  enactment  of  the  Omnibus  Recon- 
ciliation Act  on  December  5,  1980,  CBO  estimated  that  the  provision 
that  would  be  repealed  by  this  section  would  have  no  significant  effect 
on  the  budget.  That  estimate  was  incorrect.  Generally,  earlier  enroll- 
ments and  reenrollments,  which  would  mean  additional  months  of 
benefits,  would  be  likely,  given  an  unrestricted  open  enrollment  period. 

Section  16:  Buy -in  Agreements 
Cost  estimate: 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Medicare: 

Revenues    

-1 

-2 

-2 

-2 

-2 

Budget  authority  

  -2 

-2 

-2 

-2 

-2 

Outlays  __   

   -8 

-9 

-10 

-12 

-13 

Medicaid:  i 

Budget  authority   

  -1 

-1 

-1 

-1 

-1 

Outlays...  _   

  -1 

-1 

-1 

-1 

1  Savings  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  not  all  of  these  additional 
Federal  medicaid  savings  would  accrue  from  adoption  of  sec.  16. 


This  section  would  terminate  the  coverage  under  Supplementary 
Medical  Insurance  of  persons  covered  pursuant  to  state  buy-in  agree- 
ments made  or  modified  in  1981.  No  states  have  yet  made  or  modified 
such  agreements  in  1981,  but  it  is  likely  that  Puerto  Rico  and  seven 
states — Alaska,  Connecticut,  Michigan,  Oklahoma,  Oregon,  Tennes- 
see, and  Wisconsin — would  do  so  in  the  absence  of  this  legislation. 
CBO's  estimates  are  based  on  discussions  with  Administration  officials 
and  with  the  various  states. 
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Section  17:  Periodic  Interim  Payments 
Cost  estimate  (by  fiscal  years) : 

Medicare: 

Budget  authority : 

1981   

1982   

1983   

1984   

1985   

1986   

Outlays : 

1981   

1982   

1983   

1984   

1985  

1986   


Section  17  would  repeal  the  one-time  delay  of  three  weeks  in  Medi- 
care payments  to  hospitals  under  the  periodic  interim  payment  (PIP) 
procedure.  The  delay  was  adopted  as  part  of  the  Omnibus  Keconcilia- 
tion  Act  of  1980  on  December  5,  1980.  The  estimates  above  are  based 
on  current  CBO  estimates  of  Medicare  payments  to  hospitals  in  the 
fourth  quarter  of  fiscal  year  1981,  of  which  about  45  percent  are  ex- 
pected to  be  made  under  the  PIP  system.  The  estimates  assume  that 
hospitals  would  find  ways  to  increase  payments  before  the  delay  suffi- 
cient to  offset  about  10  percent  of  the  savings  expected  otherwise. 

Previous  CBO  estimate :  Except  for  sign,  these  estimates  are  identi- 
cal to  CBO's  estimates  for  the  provision  of  the  Omnibus  Reconciliation 
Act  as  enacted  December  5, 1980. 

Estimate  comparison :  The  Administration's  estimates  of  the  budget- 
ary impact  of  section  17  are  shown  below. 


Outlays : 

Fiscal  years :  Millions 

1981   $515 

1982  —522 

1983  

1984  

1985   

1986  


The  estimates  differ  from  CBO's  estimates  almost  entirely  because 
the  Administration  assumes  that  hospitals  would  find  ways  to  increase 
payments  before  the  delay  sufficient  to  offset  one-third  of  the  savings 
expected  otherwise. 

Section  18 :  Pneumococcal  Pneumonia  Vaccine 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982        1983        1984         1985  1986 


Medicare: 

Budget  authority...    -44  -  24        -24         -4  -5 

Outlays      -44  -  24        -24         -4  -5 

Medicaid: 

Budget  authority   8  111  1 

Outlays     8  111  1 


$  -2 
* 

685 
—692 
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Basis  of  estimate :  Tlhis  provision  would  rescind  Medicare  coverage 
of  pneumococcal  pneumonia  vaccine.  In  place  of  Medicare  coverage, 
vouchers  good  for  $10  towards  purchase  of  the  vaccine  would  be  sup- 
plied once  in  fiscal  year  1982  to  noninstitutionalized  elderly  recipients 
of  Supplementary  Security  Income  (SSI)  payments.  Moreover,  on  a 
permanent  basis  through  the  Medicaid  program,  the  federal  govern- 
ment would  pay  up  to  $10  per  vaccination  for  persons  65  or  older  who 
are  eligible  for  Medicaid  or  who  are  eligible  for  SSI  benefits  but  did 
not  receive  a  voucher. 

Most  of  the  Medicare  savings  arise  from  repeal  of  the  Medicare 
vaccination  'benefit.  Some  savings  also  accrue  each  year  from  the  re- 
duced incidence  of  pneumonia  in  the  vaccinated  population.  These 
savings  are  partially  offset  by  additional  medical  costs  for  those  whose 
lives  would  be  prolonged.  The  Medicaid  costs  are  the  costs  of  the  vac- 
cinations. The  estimates  assume  a  30  percent  vaccination  rate  for  the 
2.2  million  recipients  of  vouchers  in  fiscal  year  1982.  For  the  approxi- 
mately 1.8  million  elderly  persons  otherwise  eligible  for  the  vaccine,  a 
vaccination  rate  of  10  percent  is  assumed  in  the  first  year  and  5  percent 
in  each  subsequent  year.  The  vaccine  is  expected  to  reduce  by  9  percent 
the  incidence  of  pneumonia  among  those  vaccinated.  The  vaccine 
would  extend  the  lives  of  the  nearly  20  percent  of  elderly  victims  of 
pneumonia  for  whom  the  disease  is  fatal. 

Section  19 :  Civil  Money  Penalties 
Cost  Estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982        1983        1984        1985  1986 


Medicare: 

Budget  authority   -7  -7  -7  -7  -7 

Outlays      -7  -7  -7  -7  -7 

Medicaid: 1 

Budget  authority    -14  -14  -14  -14  -14 

Outlays    _    -14  -14  -14  -14  -14 


1  Savings  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  not  all  of  these  additional  Federal 
medicaid  savings  would  accrue  from  adoption  of  sec.  19. 

Basis  of  estimate:  This  section  would  authorize  the  Secretary  of 
Health  and  Human  Services  to  fine  any  person  who  in  his  determina- 
tion has  filed  a  fraudulent  claim  for  Medicare  or  Medicaid  reimburse- 
ment. Administration  estimates  of  outlay  savings  have  been  reviewed 
byCBO. 

Section  20 :  Less  Frequent  SNF  Surveys 
Cost  estimate  (by  fiscal  years)  : 


Medicare : 

Budget  authority :  Millions 

1982  

1983   

1984    $1 

1985   1 

1986    1 

Outlays : 

1982   —4 

1983    —4 

1984    -4 

1985    -4 

1986    —4 
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Basis  of  estimate:  This  section  would  eliminate  the  existing  12- 
month  limitation  on  the  duration  of  participation  agreements  with 
skilled  nursing  facilities  (SNFs).  Annual  certification  surveys  would 
no  longer  be  required.  CBO  has  reviewed  Administration  estimates  of 
savings. 

Section  20 A :  Closure  and  Conversion  of  Underutilized  Facilities 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Medicare: 

Budget  authority  

1 

4 

7 

Outlays    

Medicaid: 1 

Budget  authority  

Outlays  

  -2 

-7 

-2 
-2 

-19 

-4 
-4 

-36 

-8 
-8 

-58 

-14 
-14 

1  Savings  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  not  all  of  these  additional  Federa  I 
medicaid  savings  would  accrue  from  adoption  of  sec.  20A. 


Basis  of  estimate:  Section  20A  would  authorize  payments  under 
Medicare  and  Medicaid  to  nonprofit  short-stay  hospitals  for  addi- 
tional capital  and  operating  costs  associated  with  the  closing-down  or 
conversion  to  approved  use  of  underutilized  bed  capacity  or  services. 
Such  payments  could  include  amounts  for  repayment  of  the  outstand- 
ing debt  of  a  hospital  completely  closed  down.  The  effects  of  this  provi- 
sion on  federal  spending  are  unpredictable  because  they  would  depend 
critically  on  the  actions  of  the  Hospital  Transitional  Allowance 
Board,  which  would  review  applications  for  payments  under  the  pro- 
vision. The  savings  shown  above,  therefore,  are  highly  speculative. 

Previous  CBO  estimate :  These  estimates  are  similar  to  those  CBO 
provided  to  the  Senate  Committee  on  Finance  on  September  9,  1980 
for  a  nearly  identical  provision  of  S.  2885,  the  Reconciliation  Act  of 
1980,  as  approved  by  the  Senate  on  June  30,  1980. 

Section  20B :  Reasonable  Charges  for  Physicians^  Services 
Cost  estimate  (by  fiscal  years)  : 


Medicare : 

Budget  authority :  Millions 

1982    $—13 

1983    -21 

1984    —25 

1985    -25 

1986    —26 

Outlays : 

1982    -13 

1983    -21 

1984    -25 

1985    -25 

1986    —26 


Basis  of  estimate:  This  provision  would  prohibit  any  increase  in 
the  local  prevailing  charge  for  a  physician's  service  to  the  extent  that 
such  charges  would  be  more  than  one-third  greater  than  the  median 
fee  for  that  service  in  the  state.  The  provision  would  also  permit  new 
physicians  setting  up  practices  in  localities  with  lower  fee  levels  to 
establish  their  customary  charges  at  the  75th  percentile  of  prevailing 
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charges,  instead  of  the  50th.  In  addition,  the  provision  would  allow 
doctors  presently  practicing  in  designated  physician-shortage  areas  to 
move  up  to  the  75th  percentile.  Administration  estimates  of  outlay  sav- 
ings have  been  adjusted  by  CBO  for  a  later  assumed  effective  date. 

Previous  CBO  estimate:  Except  that  the  assumed  effective  date  is 
one  year  later,  these  estimates  are  identical  to  those  CBO  provided  to 
the  Senate  Committee  on  Finance  on  September  9, 1980  for  an  identical 
provision  of  S.  2885,  the  Reconciliation  Act  of  1980,  as  passed  by  the 
Senate  on  June  30, 1980. 

Section  20 C :  Limits  on  Costs  and  Charges  for  Outpatient  Services 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982         1983        1984        1985  1986 


Medicare: 

Budget  authority     1  2  4  6  9 

Outlays   -15  -23  -27  -31  -36 

Medicaid:  1 

Budget  authority   -2  -3  -4  -5  -5 

Outlays   -2  -3  -4  -5  -5 


1  Costs  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  not  all  of  these  additional  Federal 
medicaid  savings  would  accrue  from  adoption  of  sec.  20C. 

Basis  of  estimate :  This  section  would  require  the  Secretary  of  Health 
and  Human  Services  to  establish  limits  on  the  costs  or  charges  that 
would  be  considered  reasonable  for  purposes  of  Medicare  reimburse- 
ment for  outpatient  services.  Because  the  effect  of  the  provision  depends 
entirely  on  regulations  to  be  issued  by  the  Secretary,  the  savings  shown 
above  are  highly  speculative. 

Previous  CBO  estimate :  These  estimates  are  similar  to  those  CBO 
provided  to  the  Senate  Committee  on  Finance  on  September  9,  1980 
for  a  nearly  identical  provision  of  S.  2885,  the  Reconciliation  Act  of 
1980,  as  passed  by  the  Senate  on  June  30, 1980. 

Section  20 D :  Inappropriate  Hospital  Services  Exclusion 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981         1982         1983         1984        1985  1986 


Medicare: 

Budget  authority                                                          4  11  20  30  41 

Outlays                                                     -25  -90  -100  -115  -130  -150 

Medicaid: 1 

Budget  authority                                            -5  -25  -30  -35  -40  -45 

Outlays                                                        -5  -25  -30  -35  -40  -45 


1  Savings  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  after  1981  not  all  of  these  addi- 
tional Federal  medicaid  savings  would  accrue  from  adoption  of  sec.  20D. 

Basis  of  estimate :  This  section  would  modify  a  provision  of  current 
law  enacted  as  part  of  the  Omnibus  Reconciliation  Act  of  1980  on 
December  5, 1980.  That  provision  reduces  Medicare  and  Medicaid  pay- 
ments for  care  for  persons  hospitalized  only  because  needed  long-term 
care  beds  are  unavailable.  The  provision  exempts  hospitals  with  occu- 
pancy rates  of  at  least  80  percent,  however,  reducing  gross  savings  an 
estimated  45  percent.  Section  20D  would  repeal  the  exemption. 
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/Section  WE :  Increase  Part  B  Deductible 
Cost  estimate: 

[By  fiscal  years,  in  millions  of  dollars] 


1982         1983         1984        1985  1986 


Medicare: 

Budget  authority   -120  -210  -240  -250  -260 

Outlays   -120  -210  -240  -250  -260 

Medicaid:  i 

Budget  authority                                                          9  16  19  20  20 

Outlays                                                                      9  16  19  20  20 


i  Costs  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  not  all  of  these  additional  Federal 
medicaid  costs  would  accrue  from  adoption  of  sec.  20E. 

Basis  of  estimate:  Section  20E  would  increase  from  $60  to  $75  the 
annual  deductible  for  Medicare  Supplementary  Medical  Insurance. 
Administration  estimates  of  Medicare  savings  have  been  reviewed  by 
CBO.  There  would  be  additional  Medicaid  costs,  however,  on  behalf 
of  individuals  enrolled  in  both  Medicaid  and  Medicare.  CBO  has  calcu- 
lated these  costs  assuming  that  14  percent  of  Medicare  enrollees  are 
also  enrolled  in  Medicaid. 

Section  20F:  Deletion  of  Part  B  Carryover 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982        1983         1984        1985  1986 


Medicare: 

Budget  authority     -55  -55  -55  -55  -55 

Outlays...      -55  -55  -55  -55  -55 

Medicaid: 1 

Budget  authority     4  4  4  4  4 

Outlays      4  4  4  4  4 


i  Costs  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  not  all  of  these  additional  Federal 
medicaid  costs  would  accrue  from  adoption  of  sec.  20F. 

Basis  of  estimate :  This  section  would  require  that  the  Supplemen- 
tary Medical  Insurance  deductible  be  satisfied  on  an  annual  basis.  Un- 
der existing  law,  expenses  incurred  in  the  last  quarter  of  the  preced- 
ing calendar  year  may  be  applied  to  the  deductible  for  the  current 
year.  CBO  has  reviewed  Administration  estimates  of  Medicare  sav- 
ings. Offsetting  Medicaid  costs  for  joint  Medicare  and  Medicaid  en- 
rollees have  been  estimated  by  CBO  assuming  14  percent  joint 
enrollment. 


Section  WG :  Part  B  Premiums 
Cost  estimate: 

[By  fiscal  years,  in  million  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Medicare:  Revenues    

  110 

410 

800 

1,110 

1, 360 

Medicaid: 1 

105 

   10 

30 

65 

85 

   10 

30 

65 

85 

105 

i  Costs  have  been  estimated  relative  to  current  law.  If  sec.  21  of  this  bill  is  adopted,  not  all  of  these  additional  Federal 
medicaid  costs  would  accrue  from  adoption  of  sec.  20G. 
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Basis  of  estimate :  Section  20G  would  set  the  premium  for  Supple- 
mentary Medical  Insurance  at  25  percent  of  total  program  cost  per 
enrollee  plus  a  contingency  allowance.  Under  current  law,  the  premium 
is  equal  to  half  of  program  costs  per  aged  enrollee  except  that  the 
premium  cannot  increase  by  more  than  the  increase  in  the  basic  Social 
Security  benefit  in  the  preceding  July.  Because  of  the  limit  on  the  an- 
nual percentage  increase,  premiums  have  fallen  rapidly  as  a  fraction 
of  program  cost.  Section  20G  would  remove  the  limit  and  permanently 
set  premiums  at  approximately  the  present  percentage  of  total  pro- 
gram costs.  The  revenue  increases  shown  are  the  differences  between 
estimated  premium  collections  under  current  law  and  such  receipts 
under  the  bill.  It  has  been  assumed  that  the  higher  premiums  would 
have  no  significant  impact  on  SMI  enrollment,  which  is  voluntary. 

Section  20H :  Medicare  Secondary  for  End-Stage  Renal  Disease 
Cost  estimate  (by  fiscal  years) : 


Medicare : 

Budget  authority :  Millions 

1982   $-95 

1983    -165 

1984    -180 

1985    -195 

1986  -215 

Outlays : 

1982    —95 

1983    -165 

1984   —180 

1985    —195 

1986    -215 


Basis  of  estimate :  Section  20H  would  make  Medicare  the  secondary 
payer  during  the  first  year  of  renal  dialysis ;  Medicare  would  pay  only 
its  share  of  costs  not  covered  by  a  private  insurance  plan.  Under  pres- 
ent law,  Medicare  is  the  primary  payer  beginning  three  months  after 
dialysis  commences.  The  provision  would  apply  only  to  individuals 
under  65  not  entitled  to  Medicare  benefits  by  reason  of  receipt  of  dis- 
ability payments. 

Under  the  provision,  CBO  estimates  that  about  90  percent  of  current 
annual  Medicare  costs  per  affected  enrollee  (about  $21,000  for  9,400 
enrollees)  would  be  shifted  to  private  insurers  for  the  last  three  quar- 
ters of  the  first  year  of  dialysis.  Savings  in  the  first  year  have  been 
reduced  because  enrollments  occur  throughout  the  year.  These  esti- 
mates assume  that  the  provision  is  drafted  in  such  a  way  that  private 
insurers  would  not  be  able  to  exclude  coverage  of  end-stage  renal 
disease  from  their  policies. 

Section  201 :  Medicare  Secondary  to  Federal  Employees  Plans 
Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1982        1983        1984        1985  1986 


Medicare: 

Budget  authority      -85  -130  -55  25  100 

Outlays      -680  -1,120     -1,110     -1,060  -990 

Other  agency  costs: 

Estimated  authorization  level   _.  320  530  520  500  460 

Outlays  __.    320  530  520  500  460 

Offbudget  costs: 

Budget  authority      90  150  140  140  130 

Outlays    —   90  150  140  140  130 
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Basis  of  estimate :  This  section  would  make  Medicare  the  secondary 
payer  on  claims  for  enrollees  also  entitled  to  benefits  under  one  of  the 
Federal  Employees  Health  Benefits  (FEHB)  plans.  The  provision 
would  therefore  shift  costs  from  Medicare  to  the  FEHB  plans.  Only 
about  60  percent  of  the  additional  FEHB  costs  would  be  borne  by  the 
federal  government,  however,  and  some  of  those  federal  costs — those 
for  postal  workers — would  appear  off  budget.  Administration  esti- 
mates of  outlay  savings  have  been  reviewed  by  CBO. 

Sections  21-29:  Medicaid  Provisions 
Cost  estimate  (by  fiscal  years)  : 


Budget  authority :  Millions 
1981   —$122 

1982    —1,  400 

1983    —1,  770 

1984   -2,360 

1985    -2,900 

1986    -3,400 

Outlays : 

1981   -122 

1982    -1,010 

1983    -1,  630 

1984    -2,  230 

1985    -2,  780 

1986    -3,290 


Basis  of  estimate :  The  amendments  to  Title  XIX  of  the  Social  Se- 
curity Act  would  impose  limits  on  federal  Medicaid  expenditures 
while  allowing  the  states  more  flexibility  with  which  to  run  their  pro- 
grams. Section  21  would  cap  federal  Medicaid  expenditures.  Section 
22  would  decrease  the  minimum  federal  medical  assistance  percent- 
age from  50  percent  to  40  percent.  These  two  sections  form  the  basis 
for  the  estimated  savings  in  this  proposal. 

Under  Section  21,  for  each  of  the  states  plus  the  District  of  Colum- 
bia, expenditures  in  1982  would  be  federally  matched  up  to  109  percent 
of  the  state's  estimated  federal  expenditures  in  1981.  These  1981  esti- 
mates are  based  on  February  estimates  calculated  by  the  states.  In  fact, 
some  of  the  states  have  projected  less  than  a  9  percent  increase  and  are 
not  expected  to  be  affected  by  the  cap.  Beginning  in  1983,  federal  ex- 
penditures for  Medicaid  in  each  of  the  states  and  the  District  of 
Columbia  would  be  allowed  to  increase  by  the  percentage  equal  to  the 
Gross  National  Product  Implicit  Price  Deflator.  The  deflators  for  1983 
through  1986  are  7.3  percent,  6.2  percent,  5.5  percent,  and  5.0  percent, 
respectively.  The  allotment  for  the  territories  would  be  $47  million  for 
fiscal  year  1982  and  each  year  thereafter. 

Section  22  would  drop  the  minimum  federal  medical  assistance  per- 
centage from  50  percent  to  40  percent,  thus  affecting  12  states  plus  the 
District  of  Columbia. 

Each  state's  federal  Medicaid  allotment  for  1982  was  determined  by 
taking  the  lesser  of  the  effect  of  a  9  percent  cap,  the  effect  of  a  reduc- 
tion of  the  minimum  match,  or  the  state's  estimate  of  federal  expendi- 
tures in  1982  adjusted  to  CBO's  current  law  projections.  Savings  were 
calculated  from  current  law. 

In  addition  to  the  cap  and  minimum  match  reduction,  Section  23 
would  provide  for  the  recovery  of  disputed  claims  to  the  federal  gov- 


571 


eminent.  Savings  of  $122  million  are  expected  in  1981  from  recovery 
of  outstanding  disputed  claims.  Sections  24-29  would  allow  states 
more  flexibility  with  which  to  operate  their  programs,  including  pro- 
visions such  as  cost  sharing  for  services,  limitation  on  freedom  of 
choice,  and  competitive  biding.  States  might  be  able  to  utilize  these 
provisions  to  meet  the  cap  and  the  reduced  minimum  match.  However, 
it  is  not  possible  to  estimate  what  effect  these  provisions  might  have 
beyond  the  cap  and  minimum  match  on  an  individual  state  basis. 

Estimate  comparison :  The  Administration  has  estimated  an  outlay 
savings  of  $1,069  million  in  1982  from  these  proposals.  The  Adminis- 
tration^ estimate  is  based  upon  state  estimates  calculated  prior  to  J an- 
uary  1981,  while  CBO  has  utilized  the  February  state  estimates. 
CBO's  savings  estimates  from  this  provision  are  lower  than  those  of 
the  Administration  mostly  because  CBO's  estimates  of  total  current 
law  Medicaid  outlays  are  lower  than  those  of  the  Administration. 

V.  CHANGES  IN  EXISTING  LAW 

In  compliance  with  paragraph  12  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  changes  in  existing  law  made  by  the  bill  as 
reported  are  shown  below  (existing  law  proposed  to  be  omitted  is  en- 
closed in  black  brackets,  new  matter  is  printed  in  italic,  existing  law 
in  which  no  change  is  proposed  is  shown  in  roman)  : 

SOCIAL  SECURITY  ACT,  AS  AMENDED 

TITLE  I— GRANTS  TO  STATES  FOR  OLD-AGE  ASSIST- 
ANCE AND  MEDICAL  ASSISTANCE  FOR  THE  AGED 

Appropriation 

Section  1.  For  the  purpose  (a)  of  enabling  each  State,  as  far  as 
practicable  under  the  conditions  in  such  State,  to  furnish  financial 
assistance  to  aged  needy  individuals,  and  (b)  of  enabling  each  State, 
as  far  as  practicable  under  the  conditions  in  such  State,  to  furnish 
medical  assistance  on  behalf  of  aged  individuals  who  are  not  recipients 
of  old-age  assistance  but  whose  income  and  resources  are  insufficient 
to  meet  the  costs  of  necessary  medical  services,  [and  (c)  of  encourag- 
ing each  State,  as  far  as  practicable  under  the  conditions  in  such 
State,  to  furnish  rehabilitation  and  other  services  to  help  individuals 
referred  to  in  clause  (a)  or  (b)  to  attain  or  retain  capability  for  self- 
care,]  there  is  hereby  authorized  to  be  appropriated  for  each  fiscal 
year  a  sum  sufficient  to  carry  out  the  purposes  of  this  title.  The  sums 
made  available  under  this  section  shall  be  used  for  making  payments 
to  States  which  have  submitted,  and  had  approved  by  the  Secretary 
of  Health,  Education,  and  Welfare  (hereinafter  referred  to  as  the 
"Secretary"),  State  plans  for  old-age  assistance,  or  for  medical  assist- 
ance for  the  aged,  or  for  old-age  assistance  and  medical  assistance  for 
the  aged. 


572 


Payment  to  States 

Sec.  3.  (a)  From  the  sums  appropriated  therefor,  the  Secretary  of 
the  Treasury  shall  pay  to  each  State  which  has  a  plan  approved  under 
this  title,  for  each  quarter,  beginning  with  the  quarter  commencing 
October  1, 1960— 

******* 

[(4)  in  the  case  of  any  State  whose  State  plan  approved  under 
section  2  meets  the  requirements  of  subsection  (c)  (1),  an  amount 
equal  to  the  sum  of  the  following  proportions  of  the  total  amounts 
expended  during  such  quarter  as  found  necessary  by  the  Secretary 
of  Health,  Education,  and  Welfare  for  the  proper  and  efficient 
administration  of  the  State  plan — 

[(A)  75  per  centum  of  so  much  of  such  expenditures  as 
are  for — 

[(i)  services  which  are  prescribed  pursuant  to  subsec- 
tion (c)  (1)  and  are  provided  (in  accordance  with  the 
next  sentence)  to  applicants  for  or  recipients  of  assist- 
ance under  the  plan  to  help  them  attain  or  retain  capabil- 
ity for  self-care,  or 

[  ( ii )  other  services,  specified  by  the  Secretary  as  likely 
to  prevent  or  reduce  dependency,  so  provided  to  such 
applicants  or  recipients,  or 

i(iii)  any  of  the  services  prescribed  pursuant  to  sub- 
section (c)  (1),  and  of  the  services  specified  as  provided 
in  clause  (ii),  which  the  Secretary  may  specify  as  appro- 
priate for  individuals  who,  within  such  period  or  periods 
as  the  Secretary  may  prescribe,  have  been  or  are  likely 
to  become  applicants  for  or  recipients  of  assistance  under 
the  plan,  if  such  services  are  requested  by  such  individ- 
uals and  are  provided  to  such  individuals  in  accordance 
with  the  next  sentence,  or 

[(iv)  the  training  (including  both  short-  and  long- 
term  training  at  educational  institutions  through  grants 
to  such  institutions  or  by  direct  financial  assistance  to 
students  enrolled  in  such  institutions)  of  personnel  em- 
ployed or  preparing  for  employment  by  the  State  agency 
or  by  the  local  agency  administering  the  plan  in  the  po- 
litical subdivision;  plus 
[(B)  one-half  of  so  much  of  such  expenditures  (not  in- 
cluded under  subparagraph  ( A) )  as  are  for  services  provided 
(in  accordance  with  the  next  sentence)  to  applicants  for  or 
recipients  of  assistance  under  the  plan,  and  to  individuals 
requesting  such  services  who  (within  such  period  or  periods 
as  the  Secretary  may  prescribe)  have  been  or  are  likely  to 
become  applicants  for  or  recipients  of  such  assistance;  plus 
[(C)  one-half  of  the  remainder  of  such  expenditures. 
The  services  referred  to  in  subparagraphs  (A)  and  (B)  shall, 
except  to  the  extent  specified  by  the  Secretary,  include  only — 
[(D)  services  provided  by  the  staff  of  the  State  agency,  or 
of  the  local  agency  administering  the  State  plan  in  the  politi- 
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cal  subdivision:  Provided,  That  no  funds  authorized  under 
this  title  shall  be  available  for  services  denned  as  vocational 
rehabilitation  services  under  the  Vocational  Rehabilitation 
Act  (i)  which  are  available  to  individuals  in  need  of  them 
under  programs  for  their  rehabilitation  carried  on  under  a 
State  plan  approved  under  such  Act,  or  (ii)  which  the  State 
agency  or  agencies  administering  or  supervising  the  adminis- 
tration of  the  State  plan  approved  under  such  Act,  are  able 
and  willing  to  provide  if  reimbursed  for  the  cost  thereof  pur- 
suant to  agreement  under  subparagraph  (E),  if  provided  by 
such  staff,  and 

[(E)  under  conditions  which  shall  be  prescribed  by  the 
Secretary,  services  which  in  the  judgment  of  the  State  agency 
cannot  be  as  economically  or  as  effectively  provided  by  the 
staff  of  such  State  or  local  agency  and  are  not  otherwise  rea- 
sonably available  to  individuals  in  need  of  them,  and  which 
are  provided,  pursuant  to  agreement  with  the  State  agency, 
by  the  State  health  authority  or  the  State  agency  or  agencies 
administering  or  supervising  the  administration  of  the  State 
plan  for  vocational  rehabilitation  services  approved  under 
the  Vocational  Rehabilitation  Act  or  by  any  other  State 
agency  which  the  Secretary  may  determine  to  be  appropri- 
ate (whether  provided  by  its  staff  or  by  contract  with  public 
(local)  or  nonprofit  private  agencies)  ; 
except  that  services  described  in  clause  (i)  of  subparagraph  (D) 
hereof  may  be  provided  only  pursuant  to  agreement  with  such 
State  agency  or  agencies  administering  or  supervising  the  admin- 
istration of  the  State  plan  for  vocational  rehabilitation  services 
so  approved.  The  portion  of  the  amount  expended  for  adminis- 
tration of  the  State  plan  to  which  subparagraph  (A)  applies  and 
the  portion  thereof  to  which  subparagraph  (B)  and  (C)  apply 
shall  be  determined  in  accordance  with  such  methods  and  pro- 
cedures as  may  be  permitted  by  the  Secretary ;  and] 

( 4)  in  the  case  of  any  State,  an  amount  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during  such 
quarter  as  found  necessary  by  the.  Secretary  of  Health  and  Hu- 
man Services  for  the  proper  and,  efficient  administration  of  the 
State  plan — 

(^4)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for  the  training  (including  both  short-  and  long-term  train- 
ing at  educati/mal  institutions  through  grants  to  such  institu- 
tions or  bv  direct  financial  assistance  to  students  enrolled  in 
such  institutions}  of  personnel  employed  or  preparing  for 
employment  by  the  State  agency  or  by  the  local  aaency  ad- 
ministering the.  plan  in  the  political  subdivision;  plus 
(B)  one-half  of  the  remainder  of  such  expenditures. 
f  (5)  in  the  case  of  anv  State  whose  State  plan  approved  under 
section  2  does  not  meet  the  reauirements  of  subsection  (c)(l)  ,an 
amount  equal  to  one-half  of  the  total  of  the  sums  expended  dur- 
ing such  quarter  as  found  necessary  by  the  Secretary  for  the 
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proper  and  efficient  administration  of  the  State  plan,  including 
services  referred  to  in  paragraph  (4)  and  provided  in  accordance 
with  the  provisions  of  such  paragraph.  J 
(b)  The  method  of  computing  and  paying  such  amounts  shall  be 
as  follows : 

(1)  The  Secretary  of  Health,  Education,  and  Welfare  shall, 
prior  to  the  beginning  of  each  quarter,  estimate  the  amount  to 
be  paid  to  the  State  for  such  quarter  under  the  provisions  of  sub- 
section (a) ,  such  estimate  to  be  based  on  (A)  a  report  filed  by  the 
State  containing  its  estimate  of  the  total  sum  to  be  expended  in 
such  quarter  in  accordance  with  the  provisions  of  such  subsection, 
and  stating  the  amount  appropriated  or  made  available  by  the 
State  and  its  political  subdivisions  for  such  expenditures  in  such 
quarter,  and  if  such  amount  is  less  than  the  State's  proportionate 
share  of  the  total  sum  of  such  estimated  expenditures,  the  source 
or  sources  from  which  the  difference  is  expected  to  be  derived, 
(B)  records  showing  the  number  of  aged  individuals  in  the  State, 
and  (C)  such  other  investigation  as  the  Secretary  may  find 
necessary. 

(2)  The  Secretary  of  Health.  Education,  and  Welfare  shall 
then  certify  to  the  Secretary  of  the  Treasury  the  amount  so 
estimated  by  the  Secretary  of  Health,  Education,  and  Welfare, 
(A)  reduced  or  increased,  as  the  case  may  be,  by  anv  sum  by 
which  the  Secretary  of  Health,  Education,  and  Welfare  finds  that 
his  estimate  for  anv  prior  quarter  was  greater  or  less  than  the 
amount  which  should  have  been  paid  to  the  State  under  sub- 
section (a)  for  such  quarter,  and  (B)  reduced  by  a  sum  equivalent 
to  the  pro  rata  share  to  which  the  United  States  is  equitably 
entitled,  as  determined  by  the  Secretary  of  Health-  Education, 
and  Welfare,  of  the  net  amount  recovered  during  anv  prior  quar- 
ter bv  the  State  or  any  political  subdivision  thereof  with  respect 
to  assistance  furnished  under  the  State  plan;  except  that  such 
increases  or  reductions  shall  not  be  made  to  t*e  extent  that  such 
sums  have  been  applied  to  make  the  amount  certified  for  any 
nrior  quarter  greater  or  less  than  the  amount  estimated  bv  the 
Secretarv  of  Health,  Education,  and  Welfare  for  such  prior 
quarter :  Provided,  That  any  part  of  the  amount  recovered  from 
the  estate  of  a  decreased  recipient  which  is  not  i"  e^ess  of  the 
amount  expended  by  the  State  or  any  political  subdivision  thereof 
for  the  funeral  expenses  of  the  deceased  shall  not  be  considered 
as  a  basis  for  reduction  under  clause  (B)  of  this  paragraph. 

(3)  The  Secretarv  of  the  Treasurv  shall  thereupon,  through 
the  Fiscal  Service  of  the  Treasury  Department  and  prior  to  audit 
or  settlement  by  the  General  Accounting  Office,  pay  to  the  State, 
at  the  time  or  times  fixed  by  the  Secretarv  of  Health.  Education, 
and  Welfare,  the  amounts  so  certified. 

[(c)  (1)  In  order  for  a  State  to  qualify  for  payments  under  para- 
graph (4)  of  subsection  (a),  its  State  nlan  approved  under  section  1 
must  provide  that  the  State  agency  shall  make  available  to  applicants 
for  recipients  of  old-age  assistance  under  such  State  plan  at  least  those 
services  to  help  them  attain  or  retain  capability  for  self -care  which  are 
prescribed  by  the  Secretary. 
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£(2)  In  the  case  of  any  State  whose  State  plan  included  a  provision 
meeting  the  requirements  of  paragraph  ( 1 ) ,  but  with  respect  to  which 
the  Secretary  finds,  after  reasonable  notice  and  opportunity  for  hear- 
ing to  the  State  agency  administering  or  supervising  the  administra- 
tion of  such  plan,  that — 

[(A)  the  provision  has  been  so  changed  that  it  no  longer  com- 
plies with  the  requirements  of  paragraph  (1),  or 

[(B)  in  the  administration  of  the  plan  there  is  a  failure  to  com- 
ply substantially  with  such  provision, 
the  Secretary  shall  notify  such  State  agency  that  further  payments 
will  not  be  made  to  the  State  under  paragraph  (4)  of  subsection  (a) 
until  he  is  satisfied  that  there  will  no  longer  be  any  such  failure  to 
comply.  Until  the  Secretary  is  so  satisfied  further  payments  with  re- 
spect to  the  administration  of  such  State  plan  shall  not  be  made  under 
paragraph  (4)  of  subsection  (a)  but  shall  instead  be  made,  subject  to 
the  other  provisions  of  this  title,  under  paragraph  (5)  of  such 
subsection.] 

*  *  *  *  *  *  * 

TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE  BENEFITS 

*  *  *  _#  *  *  * 

Old-Age  and  Survivors  Insurance  Benefit  Payments 
Sec.  202.  (a)  *  *  * 

Child's  Insurance  Benefits 

(d)  (1)  Every  child  (as  defined  in  section  216(e) )  of  an  individual 
entitled  to  old-age  or  disability  insurance  benefits,  or  of  an  individual 
who  dies  a  fully  or  currently  insured  individual  if  such  child — 

(A)  has  filed  application  for  child's  insurance  benefits, 

(B)  at  the  time  such  application  was  filed  was  unmarried  and 
(i)  either  had  not  attained  the  age  of  18  or  was  a  full-time  elemen- 
tary or  secondary  school  student  and  had  not  attained  the  age  of 
[22  J  19,  or  (ii)  is  under  a  disability  (as  defined  in  section  223(d) ) 
which  began  before  he  attained  the  age  of  22,  and 

(C)  was  dependent  upon  such  individual — 

(i)  if  such  individual  is  living,  at  the  time  such  application 
was  filed, 

(ii)  if  such  individual  has  died,  at  the  time  of  such  death, 

or 

(iii)  is  such  individual  had  a  period  of  disability  which 
continued  until  he  became  entitled  to  old-age  or  disability 
insurance  benefits,  or  (if  he  has  died)  until  the  month  of  his 
death,  at  the  beginning  of  such  period  of  disability  or  at  the 
time  he  became  entitled  to  such  benefits, 

shall  be  entitled  to  a  child's  insurance  benefit  for  each  month,  begin- 
ning with  the  first  month  after  August  1950  in  which  such  child  be- 
comes so  entitled  to  such  insurance  benefits  and  ending  with  the  month 
preceding  which  ever  of  the  following  first  occurs — 

(D)  the  month  in  which  such  child  dies,  or  marries, 
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(E)  the  month  in  which  such  child  attains  the  age  of  18,  but 
only  if  he  (i)  is  not  under  a  disability  (as  so  defined)  at  the  time 
he  attains  such  age,  and  (ii)  is  not  a  full-time  elementary  or  sec- 
ondary school  student  during  any  part  of  such  month. 

(F)  if  such  child  was  not  under  a  disability  (as  so  defined) 
at  the  time  he  attained  the  age  of  18,  the  earlier  of — 

(i)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  elementary  or  secondary  school  student,  or 

(ii)  the  month  in  which  he  attains  the  age  of  [22]  19, 
but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month ;  or 

(G)  if  such  child  was  under  a  disability  (as  so  defined)  at 
the  time  he  attained  the  age  of  18,  or  if  he  was  not  under  a  dis- 
ability (as  so  defined)  at  such  time  but  was  under  a  disability 
(as  so  defined)  at  or  prior  to  the  time  he  attained  (or  would  at- 
tain) the  age  of  22,  or,  subject  to  section  223(e),  the  termination 
month  (and  for  purposes  of  this  subparagraph,  the  termination 
month  for  any  individual  shall  be  the  third  month  following 
the  month  in  which  his  disability  ceases ;  except  that,  in  the  case 
of  an  individual  who  has  a  period  of  trial  work  which  ends  as 
determined  by  application  of  section  222(c)  (4)  (A) ,  the  termina- 
tion month  shall  be  the  earlier  of  (I)  the  third  month  following 
the  earliest  month  after  the  end  of  such  period  of  trial  work 
with  respect  to  which  such  individual  is  determined  to  no  longer 
be  suffering  from  a  disabling  physical  or  mental  impairment,  or 
(II)  the  third  month  following  the  earliest  month  in  which  such 
individual  engages  or  is  determined  able  to  engage  in  substantial 
gainful  activity,  but  in  no  event  earlier  than  the  first  month 
occurring  after  the  15  months  following  such  period  of  trial  work 
in  which  he  engages  or  is  determined  able  to  engage  in  substantial 
gainful  activity,  or  (if  later)  the  earlier  of — 

(III)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  elementary  or  secondary  school  student,  or 

(IV)  the  month  in  which  he  attains  the  age  of  [22]  19, 
but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month. 

Entitlement  of  any  child  to  benefits  under  this  subsection  on  the  basis 
of  the  wages  and  self-employment  income  of  an  individual  entitled  to 
disability  insurance  benefits  shall  also  end  with  the  month  before  the 
first  month  for  which  such  individual  is  not  entitled  to  such  benefits 
unless  such  individual  is,  for  such  later  month,  entitled  to  old-age  in- 
surance benefits  or  unless  he  dies  in  such  month.  No  payment  under 
this  paragraph  may  be  made  to  a  child  who  would  not  meet  the  defini- 
tion of  disability  in  section  223(d)  except  for  paragraph  (1)  (B) 
thereof  for  any  month  in  which  he  engages  in  substantial  gainful 
activity. 

(2)  Such  child's  insurance  benefit  for  each  month  shall,  if  the  indi- 
vidual on  the  basis  of  whose  wages  and  self-employment  income  the 
child  is  entitled  to  such  benefit  has  not  died  prior  to  the  end  of  such 
month,  be  equal  to  one-half  of  the  primary  insurance  amount  of  such 
individual  for  such  month.  Such  child's  insurance  benefit  for  each 
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month  shall,  if  such  individual  has  died  in  or  prior  to  such  month,  be 
equal  to  three- fourths  of  the  primary  insurance  amount  of  such  in- 
dividual. 

(3)  A  child  shall  be  deemed  dependent  upon  his  father  or  adopting 
father  or  his  mother  or  adopting  mother  at  tne  time  specified  in  para- 
graph (1)  (C)  unless,  at  such  time,  such  individual  was  not  living 
with  or  contributing  to  the  support  of  such  child  and — 

(A)  such  child  is  neither  the  legitimate  nor  adopted  child  of 
such  individual,  or 

(B)  such  child  has  been  adopted  by  some  other  individual. 
For  purposes  of  this  paragraph,  a  child  deemed  to  be  a  child  of  a  fully 
or  currently  insured  individual  pursuant  to  section  216(h)  (2)  (B)  or 
section  216(h)  (3)  shall  be  deemed  to  be  the  legitimate  child  of  such 
individual. 

(4)  A  child  shall  be  deemed  dependent  upon  his  stepfather  or  step- 
mother at  the  time  specified  in  paragraph  (1)  (C)  if,  at  such  time, 
the  child  was  living  with  or  was  receiving  at  least  one-half  of  his  sup- 
port from  such  stepfather  or  stepmother. 

(5)  In  the  case  of  a  child  who  has  attained  the  age  of  eighteen  and 
who  marries — 

(A)  an  individual  entitled  to  benefits  under  subsection  (a),  (b), 
(e),  (f),  (g),  or  (h)  of  this  section  or  under  section  223(a),  or 

(B)  another  individual  who  has  attained  the  age  of  eighteen 
and  is  entitled  to  benefits  under  this  subsection, 

such  child's  entitlement  to  benefits  under  this  subsection  shall,  not- 
withstanding the  provisions  of  paragraph  (1)  but  subject  to  subsec- 
tion (s),  not  be  terminated  by  reason  of  such  marriage;  except  that, 
in  the  case  of  such  a  marriage  to  a  male  individual  entitled  to  benefits 
under  section  223(a)  or  this  subsection,  the  proceding  provisions  of 
this  paragraph  shall  not  apply  with  respect  to  benefits  for  month? 
after  the  last  month  for  which  such  individual  is  entitled  to  such  bene- 
fits under  section  223(a)  or  this  subsection  unless  (i)  he  ceases  to  be 
so  entitled  by  reason  of  his  death,  or  (ii)  in  the  case  of  an  individual 
who  was  entitled  to  benefits  under  section  223(a),  he  is  entitled,  for 
the  month  following  such  last  month,  to  benefits  under  subsection  (a) 
of  this  section. 

(6)  A  child  whose  entitlement  to  child's  insurance  benefits  on  the 
basis  of  the  wages  and  self -employment  income  of  an  insured  indi- 
vidual terminated  with  the  month  preceding  the  month  in  which  such 
child  attained  the  age  of  18,  or  with  a  subsequent  month,  may  again 
become  entitled  to  such  benefits  (provided  no  event  specified  in  para- 
graph (1)(D)  has  occurred)  beginning  with  the  first  month  there- 
after in  which  he — 

[(A)  (i)  is  a  full-time  student  or  is  under  a  disabiltiy  (as  de- 
fined in  section  223  (d) ) ,  and  (ii)  had  not  attained  the  age  of  22,  or 
(A)  (i)  is  a  full-time  elementary  or  secondary  school  student 
and  has  not  attained  the  age  of  19  or  {ii)  is  under  a  disability  (as 
defined  in  section  223(d) )  and  has  not  attained  the  age  of  22,  or 

(B)  is  under  a  disability  (as  so  defined)  which  began  before 
the  close  of  the  84th  month  following  the  month  in  which  his 
most  recent  entitlement  to  child's  insurance  benefits  terminated 
because  he  ceased  to  be  under  such  disability, 
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but  only  if  he  has  filed  application  for  such  reentitlement.  Such  reen- 
titlement  shall  end  with  the  month  proceding  whichever  of  the  follow- 
ing first  occurs : 

(C)  the  first  month  in  which  an  event  specified  in  paragraph 
(1)  (D)  occurs; 

(D)  the  earlier  of  (i)  the  first  month  during  no  part  of  which 
he  is  a  full-time  elementary  or  secondary  school  student,  or  (ii) 
the  month  in  which  he  attains  the  age  of  [22]  19,  but  only  if  he  is 
not  under  a  disability  (as  so  defined)  in  such  earlier  month;  or 

(E)  if  he  was  under  a  disability  (as  so  defined) ,  the  third  month 
following  the  month  in  which  he  ceases  to  be  under  such  dis- 
ability or  (if  later)  the  earlier  of — 

(i)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  elementary  or  secondary  school  student,  or 

(ii)  the  month  in  which  he  attains  the  age  of  £22]  19. 
(7)  For  the  purposes  of  this  subsection — 

(A)  A  "full-time  elementary  or  secondary  school  student  is  an 
individual  who  is  in  full-time  attendance  as  a  student  at  an  [edu- 
cational institution]  elementary  or  secondary  school,  as  deter- 
mined by  the  Secretary  (in  accordance  with  regulations  pre- 
scribed by  him)  in  the  light  of  the  standards  and  practices  of  the 
[institutions]  schools  involved,  except  that  no  individual  shall  be 
considered  a  "full-time  elementary  or  secondary  school  student" 
if  he  is  paid  by  his  employer  while  attending  an  [educational  in- 
stitution] elementary  or  secondary  school  at  the  request,  or  pur- 
suant to  a  requirement,  of  his  employer.  An  individual  shall  not  be 
considered  a  "full-time  elementary  or  secondary  school  student" 
for  the  purpose  of  this  section  while  that  individual  is  confined  in 
a  jail,  prison,  or  other  penal  institution  or  correction  facility,  pur- 
suant to  his  conviction  of  an  offense  (committed  after  the  date  of 
the  enactment  of  this  paragraph)  which  constituted  a  felony  under 
applicable  law. 

(B)  Except  to  the  extent  provided  in  such  regulations,  an 
individual  shall  be  deemed  to  be  a  full-time  elementary  or  sec- 
ondary school  student  during  any  period  of  nonattendance  at  an 
[educational  institution]  elementary  or  secondary  school  at  which 
he  has  been  in  full-time  attendance  if  (i)  such  period  is  4  calendar 
months  or  less,  and  (ii)  he  shows  to  the  satisfaction  of  the  Secre- 
tary that  he  intends  to  continue  to  be  in  full-time  attendance  at 
an  [educational  institution]  elementary  or  secondary  school  im- 
mediately following  such  period.  An  individual  who  does  not 
meet  the  requirement  of  clause  (ii)  with  respect  to  such  period  of 
nonattendance  shall  be  deemed  to  have  met  such  requirement  (as 
of  the  beginning  of  such  period)  if  he  is  in  full-time  attendance 
at  an  [educational  institution]  elementary  or  secondary  school 
immediately  following  such  period. 

[(C)  An  "educational  institution"  is  (i)  a  school  or  college  or 
university  operated  or  directly  supported  by  the  United  States, 
or  by  any  State  or  local  government  or  political  subdivision  there- 
of, or  (ii)  a  school  or  college  or  university  which  has  been  ap- 
proved by  a  State  or  accredited  by  a  State-recognized  or 
nationally-recognized  accrediting  agency  or  body,  or  (iii)  a  non- 
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accredited  school  or  college  or  university  whose  credits  are  ac- 
cepted, on  transfer,  by  not  less  than  three  institutions  which  are 
so  accredited,  for  credit  on  the  same  basis  as  if  transferred  from 
an  institution  so  accredited.] 

(C)  (i)  An  "elementary  or  secondary  school"  is  a  school  which 
provides  elementary  or  secondary  education,  respectively,  as  deter- 
mined under  the  law  of  the  State  or  other  jurisdiction  in  which  it 
is  located. 

(ii)  For  the  purpose  of  determining  whether  a  child  is  a  "full- 
time  elementary  or  secondary  school  student"  or  "intends  to  con- 
tinue to  he  in  full-time  attendance  at  an  elementary  or  secondary 
school",  within  the  meaning  of  this  subsection,  there  shall  be  dis- 
regarded any  education  provided,  or  to  be  provided,  beyond  grade 
12. 

(D)  A  child  who  attains  age  [22]  19  at  a  time  when  he  is  a  full- 
time  elementary  or  secondary  school  student  (as  denned  in  sub- 
paragraph (A)  of  this  paragraph  and  without  the  application  of 
subparagraph  (B)  of  such  paragraph)  but  has  not  (at  such  time) 
completed  the  requirements  for,  or  received  a  [degree  from  a  four- 
year  college  or  university]  diploma  or  equivalent  certificate  from 
a  secondary  school  (as  defined  in  subparagraph  (C)(i))  shall  be 
deemed  (for  purposes  of  determining  whether  his  entitlement  to 
benefits  under  this  subsection  has  terminated  under  paragraph 
(1)  (F)  and  for  purposes  of  determining  his  initial  entitlement  to 
such  benefits  under  clause  (i)  of  paragraph  (1)  (B) )  not  to  have 
attained  such  age  until  the  first  day  of  the  first  month  following 
the  end  of  the  quarter  or  semester  in  which  he  is  enrolled  at  such 
time  (or,  if  the  [educational  institution]  elementary  or  secondary 
school  (as  defined  in  this  paragraph)  in  which  he  is  enrolled  is  not 
operated  on  a  quarter  or  semester  system,  until  the  first  day  of  the 
first  month  following  the  completion  of  the  course  in  which  he  is 
so  enrolled  or  until  the  first  day  of  the  third  month  beginning 
after  such  time,  whichever  first  occurs) . 

( 8 )  In  the  case  of — 

(A)  An  individual  entitled  to  old-age  insurance  benefits  (other 
than  an  individual  referred  to  in  subparagraph  (B) ) ,  or 

(B)  an  individual  entitled  to  disability  insurance  benefits,  or 
an  individual  entitled  to  old-age  insurance  benefits  who  was  en- 
titled to  disability  insurance  benefits  for  the  month  preceding  the 
first  month  for  which  he  was  entitled  to  old-age  insurance  benefits, 

a  child  of  such  individual  adopted  after  such  individual  became  en- 
titled to  such  old-age  or  disability  insurance  benefits  shall  be  deemed 
not  to  meet  the  requirements  of  clause  (i)  or  (iii)  of  paragraph  (1) 
(C)  unless  such  child — 

(C)  is  the  natural  child  or  stepchild  of  such  individual  (in- 
cluding such  a  child  who  was  legally  adopted  by  such  individual) , 
or 

(D)  (i)  was  legally  adopted  by  such  individual  in  an  adoption 
decreed  by  a  court  of  competent  jurisdiction  within  the  United 
States, 

(ii)  was  living  with  such  individual  in  the  United  States  and 
receiving  at  least  one-half  of  his  support  from  such  individual 
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(I)  if  he  is  an  individual  referred  to  in  subparagraph  (A),  for 
the  year  immediately  before  the  month  in  which  such  individual 
became  entitled  to  old-age  insurance  benefits  or,  if  such  individual 
had  a  period  of  disability  which  continued  until  he  had  become 
entitled  to  old-age  insurance  benefits,  the  month  in  which  such 
period  of  disability  began,  or  (II)  if  he  is  an  individual  referred 
to  in  subparagraph  (B),  for  the  year  immediately  before  the 
month  in  which  began  the  period  of  disability  of  such  individual 
which  still  exists  at  the  time  of  adoption  (or,  if  such  child  was 
adopted  by  such  individual  after  such  individual  attained  age  65, 
the  period  of  disability  of  such  individual  which  existed  in  the 
month  preceding  the  month  in  which  he  attained  age  65),  or  the 
month  in  which  such  individual  became  entitled  to  disability 
insurance  benefit,  or  (III)  if  he  is  an  individual  referred  to  in 
either  subparagraph  (A)  or  subparagraph  (B)  and  the  child  is 
the  grandchild  of  such  individual  or  his  or  her  spouse,  for  the  year 
immediately  before  the  month  in  which  such  child  files  his  or  her 
application  for  child's  insurance  benefits,  and 

(iii)  had  not  attained  the  age  of  18  before  he  began  living  with 
such  individual. 

In  the  case  of  a  child  who  was  born  in  the  one-year  period  during 
which  such  child  must  have  been  living  with  and  receiving  at  least 
one-half  of  his  support  from  such  individual,  such  child  shall  be 
deemed  to  meet  such  requirements  for  such  period  if,  as  of  the  close 
of  such  period,  such  child  has  lived  with  such  individual  in  the  United 
States  and  received  at  least  one-half  of  his  support  from  such  indi- 
vidual for  substantially  all  of  the  period  which  begins  on  the  date  of 
birth  of  such  child. 

(9)  (A)  A  child  who  is  a  child  of  an  individual  under  clause  (3) 
of  the  first  sentence  of  section  216  (e)  and  is  not  a  child  of  such  indi- 
vidual under  clause  (1)  or  (2)  of  such  first  sentence  shall  be  deemed 
not  to  be  dependent  On  such  individual  at  the  time  specified  in  sub- 
paragraph (1)  (C)  of  this  subsection  unless  (i)  such  child  was  liv- 
ing with  such  individual  in  the  United  States  and  receiving  at  least 
one-half  of  his  support  from  such  individual  (I)  for  the  year  imme- 
diately before  the  month  in  which  such  individual  became  entitled  to 
old-age  insurance  benefits  or  disability  insurance  benefits  or  died,  or 
(II)  if  such  individual  had  a  period  of  disability  which  continued 
until  he  had  become  entitled  to  old-age  insurance  benefits,  or  disability 
insurance  benefits,  or  died,  for  the  year  immediately  before  the  month 
in  which  such  period  of  disability  began,  and  (ii)  the  period  during 
which  such  child  was  living  with  such  individual  began  before  the 
child  attained  age  18. 

(B)  In  the  case  of  a  child  who  was  born  in  the  one-year  period  dur- 
ing which  such  child  must  have  been  living  with  and  receiving  at  least 
one-half  of  his  support  from  such  individual,  such  child  shall  be 
deemed  to  meet  such  requirements  for  such  period  if,  as  of  the  close 
of  such  period,  such  child  has  lived  with  such  individual  in  the  United 
States  and  received  at  least  one-half  of  his  support  from  such  indi- 
vidual for  substantially  all  of  the  period  which  begins  on  the  date  of 
such  child's  birth. 
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Lump-Sum  Death  Payments 

(i)  Upon  the  death,  after  August  1950,  of  an  individual  who  died  a 
fully  or  currently  insured  individual,  an  amount  equal  to  three  times 
such  individual's  primary  insurance  amount  (as  determined  without 
regard  to  the  amendments  made  by  section  2  of  the  Omnibus  Recon- 
ciliation Act  of  1981  relating  to  the  elimination  of  the  minimum 
benefit),  or  an  amount  equal  to  $255,  whichever  is  the  smaller,  shall  be 
paid  in  a  lump  sum  to  the  person,  if  any,  determined  by  the  Secretary 
to  be  the  widow  or  widower  of  the  deceased  and  to  have  been  living  in 
the  same  household  with  the  deceased  at  the  time  of  death.  If  there 
is  no  such  person,  or  if  such  person  dies  before  receiving  payment, 
*hen  such  amount  shall  be  paid — 

[(1)  if  all  or  part  of  the  burial  expenses  of  such  insured  indi- 
vidual which  are  incurred  by  or  through  a  funeral  home  or  fu- 
neral homes  remains  unpaid,  to  such  funeral  home  or  funeral 
homes  to  the  extent  of  such  unpaid  expenses,  but  only  if  (A)  any 
person  who  assumed  the  responsibility  for  the  payment  of  all  or 
any  part  of  such  burial  expenses  files  an  application,  prior  to  the 
expiration  of  two  years  after  the  date  of  death  of  such  insured 
individual,  requesting  that  such  payment  be  made  to  such  funeral 
home  or  funeral  homes,  or  (B)  at  least  90  days  have  elapsed  after 
the  date  of  death  of  such  insured  individual  and  prior  to  the  ex- 
piration of  such  90  days  no  person  has  assumed  responsibility  for 
the  payment  of  any  such  burial  expenses ; 

[(2)  if  all  of  the  burial  expenses  of  such  insured  individual 
which  were  incurred  by  or  through  a  funeral  home  or  funeral 
homes  have  been  paid  (including  payments  made  under  clause 

(1)  ),  to  any  person  or  persons,  equitably  entitled  thereto,  to  the 
extent  and  in  the  proportions  that  he  or  they  shall  have  paid  such 
burial  expenses; 

[(3)  if  the  body  of  such  insured  individual  is  not  available  for 
burial  but  expenses  were  incurred  with  respect  to  such  individual 
in  connection  with  a  memorial  service,  a  memorial  marker,  a  site 
for  the  marker,  or  any  other  item  of  a  kind  for  which  expenses 
are  customarily  incurred  in  connection  with  a  death  and  such 
expenses  have  been  paid,  to  any  person  or  persons,  equitably 
entitled  thereto,  to  the  extent  and  in  the  proportions  that  he  or 
they  shall  have  paid  such  expenses;  or 

E(4)  if  any  part  of  the  amount  payable  under  this  subsection 
remains  after  payments  have  been  made  pursuant  to  clauses  ( 1 ) , 

(2)  ,  and  (3),  to  any  person  or  persons,  equitably  entitled  thereto, 
to  the  extent  and  in  the  proportions  that  he  or  they  shall  have 
paid  other  expenses  in  connection  with  the  burial  of  such  insured 
individual,  in  the  following  order  of  priority:  (A)  expenses  of 
opening  and  closing  the  grave  of  such  insured  individual,  (B) 
expenses  of  providing  the  burial  plot  of  such  insured  individual, 
and  (C)  any  remaining  expenses  in  connection  with  the  burial 
of  such  insured  individual.] 

(1)  to  a  widow  (as  defined  in  section  216(c))  or  widower 
(as  defined  in  section  216(g))  who  is  entitled  (or  would  have 
been  so  entitled  had  a  timely  application  been  filed) ,  on  the  basis 


582 


of  the  wages  and  self -employment  income  of  such  insured  indi- 
vidual, to  benefits  under  subsection  (e),  (/),  or  (g)  of  this  section 
for  the  month  in  which  occurred  such  individuals  death;  or 

(2)  if  no  person  qualifies  for  payment  under  the  provisions 
of  paragraph  (1),  or  if  such  person  dies  before  receiving  pay- 
ment, in  equal  shares  to  each  person  who  is  entitled  (or  would 
have  been  so  entitled  had  a  timely  application  been  filed) ,  on  the 
basis  of  the  wages  and  self -employment  income  of  such  insured 
individual,  to  benefits  under  subsection  (d)  of  this  section  for 
the  month  in  which  occurred  such  individual's  death. 
No  payment  [(except  a  payment  authorized  pursuant  to  clause  (1) 
(A)  of  the  preceding  sentence)]  shall  be  made  to  any  person  under 
this  subsection  unless  application  therefor  shall  have  been  filed,  by  or 
on  behalf  of  such  person  (whether  or  not  legally  competent) ,  prior  to 
the  expiration  of  two  years  after  the  date  of  death  of  such  insured  indi- 
vidual, or  unless  such  person  was  entitled  to  wife's  or  husband's  insur- 
ance benefits,  on  the  basis  of  the  wages  and  self-employment  income 
of  such  insured  individual,  for  the  month  preceding  the  month  in  which 
such  individual  died.  In  the  case  of  any  individual  who  died  out- 
side the  forty-eight  States  and  the  District  of  Columbia  after  Decem- 
ber 1953  and  before  January  1,  1957,  whose  death  occurred  while  he 
was  in  the  active  military  or  naval  service  of  the  United  States,  and 
who  is  returned  to  any  of  such  States,  the  District  of  Columbia, 
Alaska,  Hawaii,  the  Commonwealth  of  Puerto  Eico,  the  Virgin  Is- 
lands, Guam,  or  American  Samoa  for  interment  or  reinterment,  the 
provisions  of  the  preceding  sentence  shall  not  prevent  payment  to 
any  person  under  the  second  sentence  of  this  subsection  if  application 
for  a  lump-sum  death  payment  with  respect  to  such  deceased  indi- 
vidual is  filed  by  or  on  behalf  of  such  person  (whether  or  not  legally 
competent)  prior  to  the  expiration  of  two  years  after  the  date  of  such 
interment  or  reinterment.  In  the  case  of  any  individual  who  died  out- 
side the  fifty  States  and  the  District  of  Columbia  after  December 
1956  while  he  was  performing  service,  as  a  member  of  a  uniformed 
service,  to  which  the  provisions  of  section  210(1)  (1)  are  applicable, 
and  who  is  returned  to  any  State  or  to  any  Territory  or  possession  of 
the  United  States,  for  interment  or  reinterment,  the  provisions  of  the 
third  sentence  of  this  subsection  shall  not  prevent  payment  to  any 
person  under  the  second  sentence  of  this  subsection  if  application  for  a 
lump-sum  death  payment  with  respect  to  such  deceased  individual  is 
filed  by  or  on  behalf  of  such  person  (whether  or  not  legally  competent) 
prior  to  the  expiration  of  two  years  after  the  date  of  such  interment  or 
reinterment. 

******* 
[Minimum  Survivor's  Benefit 

[(m)  (1)  In  any  case  in  which  an  individual  is  entitled  to  a  monthly 
benefit  under  this  section  on  the  basis  of  a  primary  insurance  amount 
computed  under  section  215  (a)  or  (d),  as  in  effect  after  December 
1978,  on  the  basis  of  the  wages  and  self-employment  income  of  a 
deceased  individual  for  any  month  and  no  other  person  is  (without 
the  application  of  subsection  (j)(l))  entitled  to  a  monthly  benefit 
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under  this  section  for  that  month  on  the  basis  of  such  wages  and 
self-employment  income,  the  individual's  benefit  amount  for  that 
month,  prior  to  reduction  under  subsection  (k)  (3),  shall  not  be  less 
than  that  provided  by  subparagraph  (C)  (i)  (I)  of  section  215(a)  (1) 
and  increased  under  section  215  (i)  for  months  after  May  of  the  year 
in  which  the  insured  individual  died  as  though  such  benefit  were  a 
primary  insurance  amount. 

[(2)  In  the  case  of  any  such  individual  who  is  entitled  to  a  monthly 
benefit  under  subsection  (e)  or  (f),  such  individual's  benefit  amount, 
after  reduction  under  subsection  (q)  (1) ,  shall  be  not  less  than — 

[(A)  $84.50,  if  his  first  month  of  entitlement  to  such  benefit  is 
the  month  in  which  such  individual  attained  age  62  or  a  subse- 
quent month,  or 

[(B)  $84.50  reduced  under  subsection  (q)  (1)  as  if  retirement 
age  as  specified  in  subsection  (q)  (6)  (A)  (ii)  were  age  62  instead 
of  the  age  specified  in  subsection  (q)  (9) ,  if  his  first  month  of  en- 
titlement to  such  benefit  is  before  the  month  in  which  he  attained 
age  62. 

^[(3)  In  the  case  of  any  individual  whose  benefit  amount  was  com- 
puted (or  recomputed)  under  the  provisions  of  paragraph  (2)  and 
such  individual  was  entitled  to  benefits  under  subsection  (e)  or  (f )  for 
a  month  prior  to  any  month  after  1972  for  which  a  general  benefit  in- 
crease under  this  title  (as  defined  in  section  215 (i)  (3))  or  a  benefit 
increase  under  section  215  (i)  becomes  effective,  the  benefit  amount  of 
such  individual  as  computed  under  paragraph  (2)  without  regard  to 
the  reduction  specified  in  subparagraph  (B)  thereof  shall  be  increased 
by  the  percentage  increase  applicable  for  such  benefit  increase,  prior 
to  the  application  of  subsection  (q)  (1)  pursuant  to  paragraph  (2)  (B) 
and  subsection  (q)  (4).] 

*  *  *  *  *  *  * 

Reduction  of  Benefit  Amounts  for  Certain  Beneficiaries 

(q)  (1)  If  the  first  month  for  which  an  individual  is  entitled  to  an 
old-age,  wife's,  husband's,  widow's,  or  widower's  insurance  benefit  is 
a  month  before  the  month  in  which  such  individual  attains  retirement 
age,  the  amount  of  such  benefit  for  such  month  and  for  any  subse- 
quent month  shall,  subject  to  the  succeeding  paragraphs  of  this  sub- 
section, be  reduced  by — 

(A)  %  of  1  percent  of  such  amount  if  such  benefit  is  an  old- 
age  insurance  benefit,  2%6  of  1  percent  of  such  amount  if  such 
benefit  is  a  wife's  or  husband's  insurance  benefit,  or  i%0  of  1  per- 
cent of  such  amount  if  such  benefit  is  a  widow's  or  widower's 
insurance  benefit,  multiplied  by — 

(B)  (i)  the  number  of  months  in  the  reduction  period  for  such 
benefit  (determined  under  paragraph  (6)  (A) ),  if  such  benefit  is 
for  a  month  before  the  month  in  which  such  individual  attains 
retirement  age,  or 

(ii)  if  less,  the  number  of  such  months  in  the  adjusted  reduction 
period  for  such  benefit  (determined  under  paras^aph  (7)),  if 
such  benefit  is  (I)  for  the  month  in  which  such  individual  attains 
age  62,  or  (II)  for  the  month  in  which  such  individual  attains 
retirement  age; 
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and  in  the  case  of  a  widow  or  widower  whose  first  month  of  entitle- 
ment to  a  widow's  or  widower's  insurance  benefit  is  a  month  before 
the  month  in  which  such  widow  or  widower  attains  age  60,  such  bene- 
fit, reduced  pursuant  to  the  preceding  provisions  of  this  paragraph 
(and  before  the  application  of  the  second  sentence  of  paragraph  (8) ) , 
shall  be  further  reduced  by — 

(C)  4%4o  of  1  percent  of  the  amount  of  such  benefit,  multiplied 

(D)  (i)  the  number  of  months  in  the  additional  reduction 
period  for  such  benefit  (determined  under  paragraph  (6)  (B) ) ,  if 
such  benefit  is  for  a  month  before  the  month  in  which  such  indi- 
vidual attains  age  62,  or 

(ii)  if  less,  the  number  of  months  in  the  additional  adjusted 
reduced  period  for  such  benefit  (determined  under  paragraph 
(7)),  if  such  benefit  is  for  the  month  in  which  such  individual 
attains  age  62  or  any  month  thereafter. 

(2)  If  an  individual  is  entitled  to  a  disability  insurance  benefit  for 
a  month  after  a  month  for  which  such  individual  was  entitled  to  an 
old-age  insurance  benefit,  such  disability  insurance  benefit  for  each 
month  shall  be  reduced  by  the  amount  such  old-age  insurance  benefit 
would  be  reduced  under  paragraphs  (1)  and  (4)  for  such  months  had 
such  individual  attained  age  65  in  the  first  month  for  which  he  most 
recently  became  entitled  to  a  disability  insurance  benefit. 

(3)  (A)  If  the  first  month  for  which  an  individual  both  is  entitled 
to  a  wife's  husband's,  widows,  or  a  widower's  insurance  benefit  and 
has  attained  age  62  (in  the  case  of  a  wife's  or  husband's  insurance 
benefit)  or  age  50  (in  the  case  of  a  widow's  or  widower's  insurance 
benefit)  is  a  month  for  which  such  individual  is  also  entitled  to — 

(i)  an  old-age  insurance  benefit  (to  which  such  individual  was 
first  entitled  for  a  month  before  he  attains  age  65) ,  or 

(ii)  a  disability  insurance  benefit, 

then  in  lieu  of  any  reduction  under  paragraph  (1)  (but  subject  to 
the  succeeding  paragraphs  of  this  subsection)  such  wife's,  husband's 
widow's,  or  widower's  insurance  benefit  for  each  month  shall  be  re- 
duced as  provided  in  subparagraph  (B),  (C),  or  (D). 

(B)  For  any  month  for  which  such  individual  is  entitled  to  an  old- 
age  insurance  benefit  and  is  not  entitled  to  a  disability  insurance 
benefit,  such  individual's  wife's,  or  husband's  insurance  benefit  shaft 
be  reduced  by  the  sum  of — 

(i)  the  amount  by  which  such  old-age  insurance  benefit  is  re- 
duced under  pargraph  (1)  for  such  month,  and 

(ii)  the  amount  by  which  such  wife's  or  husband's  insurance 
benefit  would  be  reduced  under  paragraph  (1)  for  such  month 
if  it  were  equal  to  the  excess  of  such  wife's  or  husband's  insurance 
benefit  (before  reduction  under  this  subsection)  over  such  old- 
age  insurance  benefit  (before  reduction  under  this  subsection). 

(C)  For  any  month  for  which  such  individual  is  entitled  to  a  dis- 
ability insurance  benefit,  such  individual's  wife's,  husband's,  widow's, 
or  widower's  insurance  benefit  shall  be  reduced  by  the  sum  of — 

(i)  the  amount  by  which  such  disability  insurance  benefits  is 
reduced  under  paragraph  (2)  for  such  month  (if  such  paragraph 
applied  to  such  benefit) ,  and 
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(ii)  the  amount  by  which  such  wife's,  husband's,  widow's,  or 
widower's  insurance  benefit  would  be  reduced  under  paragraph 
(1)  for  such  month  if  it  were  equal  to  the  excess  of  such  wife's, 
husband's,  widow's,  or  widower's  insurance  benefit  (before  re- 
duction under  this  subsection)  over  such  disability  insurance 
benefit  (before  reduction  under  this  subsection) . 

(D)  For  any  month  for  which  such  individual  is  entitled  neither 
to  an  old-age  insurance  benefit  nor  to  a  disability  insurance  benefit, 
such  individual's  wife's,  husband's,  widow's,  or  widower's  insurance 
benefit  shall  be  reduced  by  the  amount  by  which  it  would  be  reduced 
under  paragraph  (1). 

(E)  If  the  first  month  for  which  an  individual  is  entitled  to  an  old- 
age  insurance  benefit  (whether  such  first  month  occurs  before,  with, 
or  after  the  month  in  which  such  individual  attains  the  age  of  65)  is 
a  month  for  which  such  individual  is  also  (or  would,  but  for  sub- 
section (e)  (1)  in  the  case  of  a  widow  or  surviving  divorced  wife  or 
subsection  (f )  (1)  in  the  case  of  a  widower,  be)  entitled  to  a  widow's  or 
widower's  insurance  benefit  to  which  such  individual  was  first  entitled 
for  a  month  before  she  or  he  attained  retirement  age,  then  such  old- 
age  insurance  benefit  shall  be  reduced  by  whichever  of  the  following 
is  the  larger: 

(i)  the  amount  by  which  (but  for  this  subparagraph)  such 
old-age  insurance  benefit  would  have  been  reduced  under  para- 
graph (1),  or 

(ii)  the  amount  equal  to  the  sum  of  (I)  the  amount  by  which 
such  widow's  or  widower's  insurance  benefit  would  be  reduced 
under  paragraph  (1)  if  the  period  specified  in  paragraph  (6)  (A) 
ended  with  the  month  before  the  month  in  which  she  or  he  at- 
tained age  62  and  (II)  the  amount  by  which  such  old-age  insur- 
ance benefit  would  be  reduced  under  paragraph  (1)  if  it  were 
equal  to  the  excess  of  such  old-age  insurance  benefit  (before 
reduction  under  this  subsection  over  such  widow's  or  widower's 
insurance  benefit    (before  reduction  under  this  subsection). 

(F)  If  the  first  month  for  which  an  individual  is  entitled  to  a  dis- 
ability insurance  benefit  (when  such  first  month  occurs  with  or  after 
the  month  in  which  such  individual  attains  the  age  of  (62)  is  a  month 
for  which  such  individual  is  also  (or  would,  but  for  subsection  (e)  (1) 
in  the  case  of  a  widow  or  surviving  divorced  wife  or  subsection  (f)(1) 
in  the  case  of  a  widower,  be)  entitled  to  a  widow's  or  widower's  in- 
surance benefit  to  which  such  individual  was  first  entitled  for  a  month 
before  she  or  he  attained  retirement  age,  then  such  disability  insurance 
benefit  for  each  month  shall  be  reduced  by  whichever  of  the  follow- 
ing is  larger : 

(i)  the  amount  by  which  (but  for  this  subparagraph)  such  dis- 
ability insurance  benefit  would  have  been  reduced  under  para- 
graph (2),  or 

(ii)  the  amount  equal  to  the  sum  of  (I)  the  amount  by  which 
such  widow's  or  widower's  insurance  benefit  would  be  reduced  = 
under  paragraph  (1)  if  the  period  specified  in  paragraph  (6)  (A)  f 
ended  with  the  month  before  the  month  in  which  she  or  he  at- 
tained age  62  and  (II)  the  amount  by  which  such  disability  insur- 
ance benefit  would  be  reduced  under  paragraph  (2)  if  it  were 
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equal  to  the  excess  of  such  disability  insurance  benefit  (before 
reduction  under  this  subsection)  over  such  widow's  or  widower's 
insurance  benefit  (before  reduction  under  this  subsection). 

(G)  If  the  first  month  for  which  an  individual  is  entitled  to  a 
disability  insurance  benefit  (when  such  first  month  occurs  before  the 
month  in  which  such  individual  attains  the  age  of  62)  is  a  month  for 
which  such  individual  is  also  (or  would,  but  for  subsection  (e)  (1)  in 
the  case  of  a  widow  or  surviving  divorced  wife  or  subsection  (f)  (1) 
in  the  case  of  a  widower,  be)  entitled  to  a  widow's  or  widower's  in- 
surance benefit,  then  such  disability  insurance  benefit  for  each  month 
shall  be  reduced  by  the  amount  such  widow's  insurance  benefit  would 
be  reduced  under  paragraphs  (1)  and  (4)  for  such  month  as  if  the 
period  specified  in  paragraph  (6)  (A)  (or,  if  such  paragraph  does  not 
apply,  the  period  specified  in  paragraph  (6)(B))  ended  with  the 
month  before  the  first  month  for  which  she  or  he  most  recently  be- 
came entitled  to  a  disability  insurance  benefit. 

(H)  Notwithstanding  subparagraph  (A)  of  this  paragraph,  if  the 
first  month  for  which  an  individual  is  entitled  to  a  widow 's  or  widow- 
er's insurance  benefit  is  a  month  for  which  such  individual  is  also  en- 
titled to  an  old-age  insurance  benefit  to  which  such  individual  was 
first  entitled  for  that  month  or  for  a  month  before  she  or  he  became 
entitled  to  a  widow's  or  widower's  benefit,  the  reduction  in  such  wid- 
ow's or  widower's  insurance  benefit  shall  be  determined  under  para- 
graph (1). 

(±)  If- 

(A)  an  individual  is  or  was  entitled  to  a  benefit  subject  to  re- 
duction under  paragraph  (1)  or  (3)  of  this  subsection,  and 

(B)  such  benefit  is  [increased]  changed  by  reason  of  an  [in- 
crease] change  in  the  primary  insurance  amount  of  the  individual 
on  whose  wages  and  self -employment  income  such  benefit  is  based, 

then  the  amount  of  the  reduction  of  such  benefit  (after  the  applica- 
tion of  any  adjustment  under  paragraph  (7) )  for  each  month  begin- 
ning with  the  month  of  such  [increase]  change  in  the  primary 
insurance  amount  shall  be  computed  under  paragraph  (1)  or  (3), 
whichever  applies,  as  though  the  [increased]  changed  primary  insur- 
ance amount  had  been  in  elfect  for  and  after  the  month  for  which  the 
individual  first  became  entitled  to  such  monthly  benefit  reduced  under 
such  paragraph  (1)  or  (3). 

(5)  (A)  No  wife's  insurance  benefit  shall  be  reduced  under  this  sub- 
section— 

(i)  for  any  month  before  the  first  month  for  which  there  is  in 
effect  a  certificate  filed  by  her  with  the  Secretary,  in  accordance 
with  regulations  prescribed  by  him,  in  which  she  elects  to  receive 
wife's  insurance  benefits  reduced  as  provided  in  this  subsection,  or 

(ii)  for  any  month  in  which  she  has  in  her  care  (individually 
or  jointly  with  the  person  on  whose  wages  and  self -employment 
income  her  wife's  insurance  benefit  is  based)  a  child  of  such  person 
entitled  to  child's  insurance  benefits. 

(B)  Any  certificate  described  in  subparagraph  (A)  (i)  shall  be  ef- 
fective for  purposes  of  this  subsection  (and  for  purposes  of  preventing 
deductions  under  section  203  (c)(2))  — 

(i)  for  the  month  in  which  it  is  filed  and  for  any  month  there- 
after, and 
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(ii)  for  months,  in  the  period  designated  by  the  woman  filing 
such  certificate,  of  one  or  more  consecutive  months  (not  exceeding 
12)  immediately  preceding  the  month  in  which  such  certificate  is 
filed; 

except  that  such  certificate  shall  not  be  effective  for  any  month  before 
the  month  in  which  she  attains  age  62,  nor  shall  it  be  effective  for  any 
month  to  which  subparagraph  (A)  (ii)  applies. 

(C)  If  a  woman  does  not  have  in  her  care  a  child  described  in  sub- 
paragraph (A)  (ii)  in  the  first  month  for  which  she  is  entitled  to  a 
wife's  insurance  benefit,  and  if  such  first  month  is  a  month  before  the 
month  in  which  she  attains  age  65,  she  shall  be  deemed  to  have  filed 
in  such  first  month  the  certificate  described  in  subparagraph  (A)  (i). 

(D)  No  widow's  insurance  benefit  for  a  month  in  which  she  has 
in  her  care  a  child  of  her  deceased  husband  (or  deceased  former  hus- 
band) entitled  to  child's  insurance  benefits  shall  be  reduced  under  this 
subsection  below  the  amount  to  which  she  would  have  been  entitled  had 
she  been  entitled  for  such  month  to  mother's  insurance  benefits  on 
the  basis  of  her  deceased  husband's  (or  deceased  former  husband's) 
wages  and  self -employment  income. 

(6)  For  the  purposes  of  this  subsection — 

(A)  the  "reduction  period"  for  an  individual's  old-age,  wife's, 
husband's,  widow's,  or  widower's  insurance  benefit  is  the  period — 

(i)  beginning — 

(I)  in  the  case  of  an  old-age  or  husband's  insurance 
benefit,  with  the  first  day  of  the  first  month  for  which 
such  individual  is  entitled  to  such  benefit,  or 

(II)  in  the  case  of  a  wife's  insurance  benefit,  with  the 
first  day  of  the  first  month  for  which  a  certificate  de- 
scribed in  paragraph  (5)(A)(i)  is  effective,  or 

(III)  in  the  case  of  a  widow's  or  widower's  insurance 
benefit,  with  the  first  day  of  the  first  month  for  which 
such  individual  is  entitled  to  such  benefit  or  the  first  day 
of  the  month  in  which  such  individual  attains  age  60, 
whichever  is  the  later,  and 

(ii)  ending  with  the  last  day  of  the  month  before  the 
month  in  which  such  individual  attains  retirement  age;  and 

(B)  the  "additional  reduction  period"  for  an  individual's 
widow's,  or  widower's  insurance  benefit  is  the  period — 

(i)  beginning  with  the  first  day  of  the  first  month  for 
which  such  individual  is  entitled  to  such  benefit,  but  only  if 
such  individual  has  not  attained  age  60  in  such  first  month, 
and 

(ii)  ending  with  the  last  day  of  the  month  before  the 
month  in  which  such  individual  attains  age  60. 

(7)  For  purposes  of  this  subsection  the  "adjusted  reduction  period" 
for  an  individual's  old-age,  wife's,  husband's,  widow's,  or  widower's 
insurance  benefit  is  the  reduction  period  prescribed  in  paragraph  (6) 
(A)  for  such  benefit,  and  the  "additional  adjusted  reduction  period" 
for  an  individual's,  widow's,  or  widower's,  insurance  benefit  is  the  ad- 
ditional reduction  period  prescribed  by  paragraph  (6)  (B)  for  such 
benefit,  excluding  from  each  such  period — 

(A)  any  month  in  which  such  benefit  was  subject  to  deduc- 
tions under  section  203(b) ,  203(c)  (1),  203(d)  (1),  or  222(b), 
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(B)  in  the  case  of  wife's  insurance  benefits,  any  month  in  which 
she  had  in  her  care  (individually  or  jointly  with  the  person  on 
whose  wages  and  self -employment  income  such  benefit  is  based) 
a  child  of  such  person  entitled  to  child's  insurance  benefits, 

(C)  in  the  case  of  wife's  or  husband's  insurance  benefits,  any 
month  for  which  such  individual  was  not  entitled  to  such  bene- 
fits because  of  the  occurrence  of  an  event  that  terminated  her  or 
his  entitlement  to  such  benefits, 

(D)  in  the  case  of  widow's  insurance  benefits,  any  month  in 
which  the  reduction  in  the  amount  of  such  benefit  was  determined 
under  paragraph  (5)  (D), 

(E)  in  the  case  of  widow's  or  widower's  insurance  benefits,  any 
month  before  the  month  in  which  she  or  he  attained  age  62,  and 
also  for  any  later  month  before  the  month  in  which  he  attained  re- 
tirement age,  for  which  she  or  he  was  not  entitled  to  such  bene- 
fit because  of  the  occurrence  of  an  event  that  terminated  her  or 
his  entitlement  to  such  benefits,  and 

(F)  in  the  case  of  old-age  insurance  benefits,  any  month  for 
which  such  individual  was  entitled  to  a  disability  insurance  benefit. 

[(8)  This  subsection  shall  be  applied  after  reduction  under  section 
203(a)  and  after  application  of  section  215(g).  If  the  amount  of  any 
reduction  computed  under  paragraph  (1) ,  (2) ,  or  (3)  is  not  a  multiple 
of  $0.10,  it  shall  be  reduced  to  the  next  lower  multiple  of  $0.10] 

(8)  This  subsection  shall  be  applied  after  reduction  under  section 
203(a)  a,nrt  before  application  of  section  215  (g) : 

(9)  For  purposes  of  this  subsection,  the  term  "retirement  age" 
means  age  65. 

(10)  For  purposes  of  applying  paragraph  (4),  with  respect  to 
monthly  benefits  payable  for  any  month  after  December  1977  to  an 
individual  who  was  entitled  to  a  monthly  benefit  as  reduced  under 
paragraph  (1)  or  (3)  prior  to  January  1978,  the  amount  of  reduction 
in  such  benefit  for  the  first  month  for  which  such  benefit  is  [increased] 
changed  bv  reason  of  an  [increase]  change  in  the  primary  insurance 
amount  of  the  individual  on  whose  wages  and  self -employment  income 
such  benefit  is  based  and  for  all  subsequent  months  (and  similarly  for 
all  subsequent  [increases]  changes)  shall  be  [increased]  changed  by 
a  percentage  equal  to  the  percentage  [increase]  change  in  such  pri- 
mary insurance  amount  (such  [increase]  change  being  made  in  ac- 
cordance with  the  provisions  of  paragraph  (8)).  In  the  case  of  an 
individual  whose  reduced  benefit  under  this  section  is  [increased] 
chanaed  as  a  result  of  the  use  of  an  adjusted  reduction  period  or  an 
additional  adjusted  reduction  period  (in  accordance  with  paragraphs 
(1)  and  (3)  of  this  subsection),  then  for  the  first  month  for  which 
such  [increase]  change  is  effective,  and  for  all  subsequent  months, 
the  amount  of  such  reduction  (after  the  application  of  the  previous 
sentence,  if  applicable)  shall  be  determined — 

(A)  in  the  case  of  old-age,  wife's,  and  husband's  insurance 
benefits,  by  multiplying  such  amount  by  the  ratio  of  (i)  the  num- 
ber of  months  in  the  adjusted  reduction  period  to  (ii)  the  number 
of  months  in  the  reduction  period, 

(B)  in  the  case  of  widow's  and  widower's  insurance  benefits 
for  the  month  in  which  such  individual  attains  age  62,  by  multi- 
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plying  such  amount  by  the  ratio  of  (i)  the  number  of  months  in 
the  reduction  period  beginning  with  age  62  multiplied  by  !%o 
of  1  percent,  plus  the  number  of  months  in  the  adjusted  reduction 
period  prior  to  age  62  multiplied  by  !%0  of  1  percent,  plus  the 
number  of  months  in  the  adjusted  additional  reduction  period 
multiplied  by  4%4o  of  1  percent  to  (ii)  the  number  of  months 
in  the  reduction  period  multiplied  by  !%0  of  1  percent,  plus  the 
number  of  months  in  the  additional  reduction  period  multiplied 
by  4%4o  of  1  percent,  and 

(C)  in  the  case  of  widow's  and  widower's  insurance  benefits 
for  the  month  in  which  such  individual  attains  age  65,  by  multi- 
plying such  amount  by  the  ratio  of  (i)  the  number  of  months  in 
the  adjusted  reduction  period  multiplied  by  !%q  of  1  percent, 
plus  the  number  of  months  in  the  adjusted  additional  reduction 
period  multiplied  by  4%4o  of  1  percent  to  (ii)  the  number  of 
months  in  the  reduction  period  beginning  with  age  62  multiplied 
by  19Ao  °f  1  percent,  plus  the  number  of  months  in  the  adjusted 
reduction  period  prior  to  age  62  multiplied  by  !%0  of  1  percent, 
plus  the  number  of  months  in  the  adjusted  additional  reduction 
period  multiplied  by  4%4o  of  1  percent. 

such  determination  being  made  in  accordance  with  the  provisions  of 

paragraph  (8). 

(11)  When  an  individual  is  entitled  to  more  than  one  monthly 
benefit  under  this  title  and  one  or  more  of  such  benefits  are  reduced 
under  this  subsection,  paragraph  (10)  shall  apply  separately  to  each 
such  benefit  reduced  under  this  subsection  before  the  application  of 
subsection  (k)  (pertaining  to  the  method  by  which  monthly  benefits 
are  offset  when  an  individual  is  entitled  to  more  than  one  kind  of  bene- 
fit) and  the  application  of  this  paragraph  shall  operate  in  conjunction 
with  paragraph  (3). 

******* 

Increase  in  Old-Age  Insurance  Benefit  Amounts  on  Account  of  Delayed 

Retirement 

(w)  (1)  The  amount  of  an  old-age  insurance  benefit  (other  than  a 
benefit  based  on  a  primary  insurance  amount  determined  under  sec- 
tion 215(a)  (3)  as  in  effect  in  December  1978  or  section  215(a)  (1)  (C) 
(i)[(II)]  as  in  effect  thereafter)  which  is  payable  without  regard  to 
this  subsection  to  an  individual  shall  be  increased  by — 

(A)  one-twelfth  of  1  percent  of  such  amount,  or,  in  the  case  of 
an  individual  who  first  becomes  eligible  for  an  old-age  insurance 
benefit  after  December  1978,  one-quarter  of  1  percent  of  such 
amount  multiplied  by 

(B)  the  number  (if  any)  of  the  increment  months  for  such 
individual. 

(2)  For  purposes  of  this  subsection,  the  number  of  increment  months 
for  any  individual  shall  be  a  number  equal  to  the  total  number  of  the 
months — 

(A)  which  have  elapsed  after  the  month  before  the  month  in 
which  such  individual  attained  age  65  or  (if  later)  December 
1970  and  prior  to  the  month  in  which  such  individual  attained 
age  72,  and 
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(B)  with  respect  to  which — 

(i)  such  individual  was  a  fully  insured  individual  (as 
defined  in  section  214(a) ) ,  and 

(ii)  such  individual  either  was  not  entitled  to  an  old-age 
insurance  benefit  or  suffered  deductions  under  section  203(b) 
or  203  (c)  in  amounts  equal  to  the  amount  of  such  benefit. 

(3)  For  purposes  of  applying  the  provisions  of  paragraph  (1),  a 
determination  shall  be  made  under  paragraph  (2)  for  each  year,  begin- 
ning with  1972,  of  the  total  number  of  an  individual's  increment 
months  through  the  year  for  which  the  determination  is  made  and  the 
total  so  determined  shall  be  applicable  to  such  individual's  old-age 
insurance  benefits  beginning  with  benefits  for  January  of  the  year  fol- 
lowing the  year  for  which  such  determination  is  made;  except  that 
the  total  number  applicable  in  the  case  of  an  individual  who  attains 
age  72  after  1972  shall  be  determined  through  the  month  before  the 
month  in  which  he  attains  such  age  and  shall  be  applicable  to  his  old- 
age  insurance  benefit  beginning  with  the  month  in  which  he  attains 
such  age. 

(4)  This  subsection  shall  be  applied  after  reduction  under  section 
203(a). 

(5)  If  an  individual's  primary  insurance  amount  is  determined 
under  paragraph  (3)  of  section  215(a)  as  in  effect  in  December  1978, 
or  section  215(a)  (1)  (C)  (i)[(II)]  as  in  effect  thereafter,  and,  as  a 
result  of  this  subsection,  he  would  be  entitled  to  a  higher  old-age 
insurance  benefit  if  his  primary  insurance  amount  were  determined 
under  section  215(a)  (whether  before,  in,  or  after  December  1978) 
without  regard  to  such  paragraph,  such  individual's  old-age  insurance 
benefit  based  upon  his  primary  insurance  amount  determined  under 
such  paragraph  shall  be  increased  by  an  amount  equal  to  the  difference 
between  such  benefit  and  the  benefit  to  which  he  would  be  entitled  if 
his  primary  insurance  amount  were  determined  under  such  section 
without  regard  to  such  paragraph. 

Reduction  of  Insurance  Benefits 

Maximum  Benefits 

Sec.  203.  (a)  (1)  In  the  case  of  an  individual  whose  primary  insur- 
ance amount  has  been  computed  or  recomputed  under  section  215(a) 
(1)  or  (4),  or  section  215(d),  as  in  effect  after  December  1978,  the 
total  monthly  benefits  to  which  beneficiaries  may  be  entitled  under 
section  202  or  223  for  a  month  on  the  basis  of  the  wages  and  self- 
employment  income  of  such  individual  shall,  except  as  provided  by 
paragraphs  (3)  and  (6)  (but  prior  to  any  increases  resulting  from  the 
application  of  paragraph  (2)  (A)  (ii)  (III)  of  section  215  (i) ),  be  re- 
duced as  necessary  so  as  not  to  exceed — 

(A)  150  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  does  not  exceed  the  amount  established  with 
respect  to  this  subparagraph  by  paragraph  (2), 

(B)  272  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect 
to  subparagraph  (A)  but  does  not  exceed  the  amount  established 
with  respect  to  this  subparagraph  by  paragraph  (2), 
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(C)  134  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect 
to  subparagraph  (B)  but  does  not  exceed  the  amount  established 
with  respect  to  this  subparagraph  by  paragraph  (2),  and 

(D)  175  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect 
to  subparagraph  (C). 

[Any  such  amount  that  is  not  a  multiple  of  $0.10  shall  be  increased  to 
the  next  higher  multiple  of  $0.10.] 

(2)  (A)  For  individuals  who  initially  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  so  eligi- 
ble for  such  benefits),  in  the  calendar  year  1979,  the  amounts  estab- 
lished with  respect  to  subparagraphs  (A),  (B),  and  (C)  of  para- 
graph (1)  shall  be  $230,  $332,  and  $433,  respectively. 

(B)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  so  eligible 
for  such  benefits) ,  in  any  calendar  year  after  1979,  each  of  the  amounts 
so  established  shall  equal  the  product  of  the  corresponding  amount 
established  for  the  calendar  year  1979  by  subparagraph  (A)  of  this 
paragraph  and  the  quotient  obtained  under  paragraph  (B)  (ii)  of 
section  215(a)  (1),  with  such  product  being  rounded  in  the  manner 
prescribed  by  section  215(a)  (1)  (B)  (iii). 

(C)  In  each  calender  year  after  1978  the  Secretary  shall  publish 
in  the  Federal  Kegister,  on  or  before  November  1,  the  formula  which 
(except  as  provided  in  section  215  (i)  (2)  (D) )  is  to  be  applicable 
under  this  paragraph  to  individuals  who  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
for  such  benefits) ,  in  the  following  calendar  year. 

(D)  A  year  shall  not  be  counted  as  the  year  of  an  individual's  death 
or  eligibility  for  purposes  of  this  paragraph  or  paragraph  (8)  in  any 
case  where  such  individual  was  entitled  to  a  disability  insurance  bene- 
fit for  any  of  the  12  months  immediately  preceding  the  month  of  such 
death  or  eligibility  (but  there  shall  be  counted  instead  the  year  of  the 
individual's  eligibility  for  the  disability  insurance  benefits  to  which 
he  was  entitled  during  such  12  months) . 

(3)  (A)  When  an  individual  who  is  entitled  to  benefits  on  the  basis 
of  the  wages  and  self -employment  income  of  any  insured  individual 
and  to  whom  this  subsection  applies  would  (but  for  the  provisions  of 
section  202 (k)  (2)  (A))  be  entitled  to  child's  insurance  benefits  for  a 
month  on  the  basis  of  the  wages  and  self -employment  income  of  one 
or  more  other  insured  individuals,  the  total  monthly  benefits  to  which 
all  beneficiaries  are  entitled  on  the  basis  of  such  wages  and  self-em- 
ployment income  shall  not  be  reduced  under  this  subsection  to  less  than 
the  smaller  of — 

(i)  the  sum  of  the  maximum  amounts  of  benefits  payable  on 
the  basis  of  the  wages  and  self-employment  income  of  all  such 
insured  individuals,  or 

(ii)  an  amount  equal  to  the  product  of  1.75  and  the  primary 
insurance  amount  that  would  be  computed  under  section  215(a) 
(1)  for  that  month  with  respect  to  average  indexed  monthly 
earnings  equal  to  one-twelfth  of  the  contribution  and  benefit  base 
determined  for  that  year  under  section  230. 
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(B)  When  two  or  more  persons  were  entitled  (without  the  appli- 
cation of  section  202 (j)  (1)  and  section  223(b))  to  monthly  benefits 
under  section  202  or  228  for  January  1971  or  any  prior  month  on  the 
basis  of  the  wages  and  self-employment  income  of  such  insured  indi- 
vidual and  the  provisions  of  this  subsection  as  in  effect  for  any  such 
month  were  applicable  in  determining  the  benefit  amount  of  any  per- 
sons on  the  basis  of  such  wages  and  self -employment  income,  the  total 
of  benefits  for  any  month  after  January  1971  shall  not  be  reduced  to 
less  than  the  largest  of — 

(i)  the  amount  determined  under  this  subsection  without  re- 
gard to  this  subparagraph, 

(ii)  the  largest  amount  which  has  been  determined  for  any 
month  under  this  subsection  for  persons  entitled  to  monthly 
benefits  on  the  basis  of  such  insured  individual's  wages  and  self- 
employment  income,  or 

(iii)  if  any  persons  are  entitled  to  benefits  on  the  basis  of  such 
wages  and  self-employed  income  for  the  month  before  the  effec- 
tive month  (after  September  1972)  of  a  general  benefit  increase 
under  this  title  (as  defined  in  section  215 (i)  (3) )  or  a  benefit  in- 
crease under  the  provisions  of  section  215  (i),  an  amount  equal 
to  the  sum  of  amounts  derived  by  multiplying  the  benefit  amount 
determined  under  this  title  (excluding  any  part  thereof  deter- 
mined under  section  202  (w) )  for  the  month  before  such  effective 
month  (including  this  subsection,  but  without  the  application  of 
section  222(b),  section  202 (q),  and  subsections  (b),  (c),  and  (d) 
of  this  section),  for  each  such  person  for  such  month,  by  a  per- 
centage equal  to  the  percentage  of  the  increase  provided  under 
such  benefit  increase  [(with  any  such  increased  amount  which  is 
not  a  multiple  of  $0.10  being  rounded  to  the  next  higher  multiple 
of  $0.10)J; 

but  in  any  such  case  (I)  subparagraph  (A)  of  this  paragraph  shall  not 
be  applied  to  such  total  of  benefits  after  the  application  of  clause  (ii) 
or  (iii),  and  (II)  if  section  202 (k)  (2)  (A)  was  applicable  in  the  case 
of  any  such  benefits  for  a  month,  and  ceases  to  apply  for  a  month  after 
such  month,  the  provisions  of  clause  (ii)  or  (iii)  shall  be  applied,  for 
and  after  the  month  in  which  section  202 (k)  (2)  (A)  ceases  to  apply, 
as  though  subparagraph  (A)  of  this  paragraph  had  not  been  appli- 
cable to  such  total  of  benefits  for  the  last  month  for  which  clause  (ii^ 
or  (iii)  was  applicable. 

(C)  When  any  of  such  individuals  is  entitled  to  monthly  benefits  as 
a  divorced  spouse  under  section  202  (fo)  or  (c)  or  as  a  surviving  di- 
vorced spouse  under  section  202  (e)  or  (f)  for  any  month,  the  benefit 
to  which  he  or  she  is  entitled  on  the  basis  of  the  wages  and  self-em- 
plovment  income  of  such  insured  individual  for  such  month  shall 
be  determined  without  regard  to  this  subsection,  and  the  benefits  of  all 
other  individuals  who  are  entitled  for  such  month  to  monthly  benefits 
under  section  202  on  the  wages  and  self -employment  income  of  such 
insured  individual  shall  be  determined  as  if  no  such  divorced  spouse 
or  surviving  divorced  spouse  were  entitled  to  benefits  for  such  month. 

(4)  In  anv  case  in  which  benefits  are  reduced  pursuant  to  the  pre- 
ceding provisions  of  this  subsection,  the  reduction  shall  be  made  after 
any  deductions  under  this  section  and  after  any  deductions  under  sec- 


593 


tion  222(b).  Whenever  a  reduction  is  made  under  this  subsection  in 
the  total  of  monthly  benefits  to  which  individuals  are  entitled  for  any 
month  on  the  basis  of  the  wages  and  self -employment  income  of  an 
insured  individual,  each  such  benefit  other  than  the  old-age  or  dis- 
ability insurance  benefit  shall  be  proportionately  decreased. 

( 5 )  Notwithstanding  any  other  provision  of  law,  when — 

(A)  two  or  more  persons  are  entitled  to  monthly  benefits  for  a 
particular  month  on  the  basis  of  the  wages  and  self-employment 
income  of  an  insured  individual  and  (for  such  particular  month) 
the  provisions  of  this  subsection  are  applicable  to  such  monthly 
benefits,  and 

(B)  such  individual's  primary  insurance  amount  is  increased 
for  the  following  month  under  any  provision  of  this  title, 

then  the  total  of  monthly  benefits  for  all  persons  on  the  basis  of  such 
wages  and  self-employment  income  for  such  particular  month,  as 
determined  under  the  provisions  of  this  subsection,  shall  for  purposes 
of  determining  the  total  monthly  benefits  for  all  persons  on  the  basis 
of  such  wages  and  self -employment  income  for  months  subsequent  to 
such  particular  month  be  considered  to  have  been  increased  by  the 
smallest  amount  that  would  have  been  required  in  order  to  assure  that 
the  total  of  monthly  benefits  payable  on  the  basis  of  such  wages  and 
self-employment  income  for  any  such  subsequent  month  will  not  be 
less  (after  the  application  of  the  other  provisions  of  this  subsection 
and  section  202 (q))  than  the  total  of  monthly  benefits  (after  the 
application  of  the  other  provisions  of  this  subsection  and  section  202 
(q) )  payable  on  the  basis  of  such  wages  and  self -employment  income 
for  such  particular  month. 

(6)  Notwithstanding  any  of  the  preceding  provisions  of  this  sub- 
section other  than  paragraphs  (3)  (A),  (3)  (C),  and  (5)  (but  subject 
to  section  215  (i)  (2)  (A)  (ii) ) ,  the  total  monthly  benefits  to  which 
beneficiaries  may  be  entitled  under  sections  202  and  223  for  any  month 
on  the  basis  of  the  wages  and  self -employment  income  of  an  individual 
entitled  to  disability  insurance  benefits,  whether  or  not  such  total 
benefits  are  otherwise  subject  to  reduction  under  this  subsection  but 
after  any  reduction  under  this  subsection  which  would  otherwise  be 
applicable,  shall  be,  reduced  or  further  reduced  (before  the  applica- 
tion of  section  224)  to  the  smaller  of — 

(A)  85  percent  of  such  individual's  average  indexed  monthly 
earnings  (or  100  percent  of  his  primary  insurance  amount,  if 
larger) ,  or 

(B)  150  percent  of  such  individual's  primary  insurance  amount. 

(7)  In  the  case  of  any  individual  who  is  entitled  for  any  month  to 
benefits  based  upon  the  primary  insurance  amounts  of  two  or  more 
insured  individuals,  one  or  more  of  which  primary  insurance  amounts 
were  determined  under  section  215(a)  or  215(d)  as  in  effect  (without 
regard  to  the  table  contained  therein)  prior  to  January  1979  and  one 
or  more  of  which  primary  insurance  amounts  were  determined  under 
section  215(a)  (1)  or  (4),  or  section  215(d),  as  in  effect  after  Decem- 
ber 1978,  the  total  benefits  payable  to  that  individual  and  all  other 
individuals  entitled  to  benefits  for  that  month  based  upon  those  pri- 
mary insurance  amounts  shall  be  reduced  to  an  amount  equal  to  the 
product  of  1.75  and  the  primary  insurance  amount  that  would  be  com- 
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puted  under  section  215(a)  (1)  for  that  month  with  respect  to  average 
indexed  monthly  earnings  equal  to  one-twelfth  of  the  contribution 
and  benefit  base  determined  under  section  230  for  the  year  in  which 
that  month  occurs. 

(8)  Subject  to  paragraph  (7),  this  subsection  as  in  effect  in  Decem- 
ber 1978  shall  remain  in  effect  with  respect  to  a  primary  insurance 
amount  computed  under  section  215  (a)  or  (d),  as  in  effect  (without 
regard  to  the  table  contained  therein)  in  December  1978,  modified  by 
the  application  of  section  215 (a)  (6)  as  in  effect  August  1981,  except 
that  a  primary  insurance  amount  so  computed  with  respect  to  an 
individual  who  first  becomes  eligible  for  an  old-age  or  disability  insur- 
ance benefit,  or  dies  (before  becoming  eligible  for  such  a  benefit) ,  after 
December  1978,  shall  instead  be  governed  by  this  section  as  in  effect 
after  December  1978.  For  purposes  of  the  preceding  sentence  the 
parenthetical  phrase  immediately  preceding  the  semicolon  at  the  end 
of  subsection(a)  (2)  (O)  of  this  section  as  in  effect  in  December  1978 
shall  be  disregarded, 

(9)  When— 

(A)  one  or  more  persons  were  entitled  (without  the  applica- 
tion of  section  202(j)  (1))  to  monthly  benefits  under  section  202 
for  May  1978  on  the  basis  of  the  wages  and  self-employment 
income  of  an  individual, 

(B)  the  benefit  of  at  least  one  such  person  for  June  1978  is 
increased  by  reason  of  the  amendments  made  by  section  204  of 
the  Social  Security  Amendments  of  1977 ;  and 

(C)  the  total  amount  of  benefits  to  which  all  such  persons  are 
entitled  under  such  section  202  are  reduced  under  the  provisions 
of  this  subsection  (or  would  be  so  reduced  except  for  the  first 
sentence  of  section  203  (a)  (4) ) , 

then  the  amount  of  the  benefit  to  which  each  such  person  is  entitled 
for  months  after  May  1978  shall  be  increased  (after  such  reductions 
are  made  under  this  subsection)  to  the  amount  such  benefits  would 
have  been  if  the  benefit  of  the  person  or  persons  referred  to  in  sub- 
paragraph (B)  had  not  been  so  increased. 

******* 

Computation  of  Primary  Insurance  Amount 

Sec.  215.  (a)  (1)  (A)  The  primary  insurance  amount  of  an  indi- 
vidual shall  (except  as  otherwise  provided  in  this  section)  be  equal  to 
the  sum  of — 

(i)  90  percent  of  the  individual's  average  indexed  monthly 
earnings  (determined  under  subsection  (b) )  to  the  extent  that 
such  earnings  do  not  exceed  the  amount  established  for  purposes 
of  this  clause  by  subparagraph  (B) , 

(ii)  32  percent  of  the  individual's  average  indexed  monthly 
earnings  to  the  extent  that  such  earnings  exceed  the  amount  estab- 
lished for  purposes  of  clause  (i)  but  do  not  exceed  the  amount 
established  for  purposes  of  this  clause  by  subpargraph  (B),  and 

(iii)  15  percent  of  the  individual's  average  indexed  monthly 
earnings  to  the  extent  that  such  earnings  exceed  the  amount 
established  for  purposes  of  clause  (ii) , 
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[rounded  in  accordance  with  subsection  (g) ,  and  thereafter]  increased 
as  provided  in  subsection  (i) . 

(B)  (i)  For  individuals  who  initially  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
of  such  benefits),  in  the  calendar  year  1979,  the  amount  established 
for  purposes  of  clause  (i)  and  (ii)  of  subparagraph  (A)  shall  be  $180 
and  $1,085,  respectively. 

(ii)  For  individuals  who  intitially  become  eligible  for  old-age  or 
disability  insurance  benefits,  or  who  die  (before  becoming  eligible  for 
such  benefits),  in  any  calendar  year  after  1979,  each  of  the  amounts  so 
established  shall  equal  the  product  of  the  corresponding  amount  estab- 
lished with  respect  to  the  calendar  year  1979  under  clause  (i)  of  this 
subparagraph  and  the  quotient  obtained  by  dividing — 

(I)  the  average  of  the  total  wages  (as  defined  in  regulations 
of  the  Secretary  and  computed  without  regard  to  the  limitations 
specified  in  section  209  (a) )  reported  to  the  Secretary  of  the  Treas- 
ury or  his  delegate  for  tlie  second  calendar  year  preceding  the 
calendar  year  for  which  the  determination  is  made,  by 

(II)  the  average  of  the  total  wages  (as  so  denned  and  com- 
puted) reported  to  the  Secretary  of  the  Treasury  or  his  delegate 
for  the  calendar  year  1977. 

(iii)  Each  amount  established  under  clause  (ii)  for  any  calendar 
year  shall  be  rounded  to  the  nearest  $1,  except  that  any  amounts  so 
established  which  is  a  multiple  of  $0.50  but  not  of  $1  shall  be  rounded 
to  the  next  higher  $1. 

[(C)  (i)  ISo  primary  insurance  amount  computed  under  subpara- 
graph (A)  may  be  less  than — 

(I)  the  dollar  amount  set  forth  on  the  first  line  of  column  IV 
in  the  table  of  benefits  contained  in  (or  deemed  to  be  contained  in) 
this  subsection  as  in  effect  in  December  1978,  rounded  (if  not  a 
multiple  of  $1)  to  the  next  higher  multiple  of  $1,  or 

(II)  an  amount  equal  to  $11.50  multiplied  by  the  individual's 
years  of  coverage  in  excess  of  10,  or  the  increased  amount  deter- 
mined for  purposes  of  this  subdivision  under  subsection  (i) , 

whichever  is  greater.  No  increase  under  subsection  (i),  except  as  pro- 
vided in  subsection  (i)(2)(A),  shall  apply  to  the  dollar  amount 
specified  in  subdivision  (I)  of  this  clause.] 

(G)  (i)  No  primary  insurance  amount  computed  under  subpara- 
graph (A)  may  be  less  than  an  amount  equal  to  $11.50  multiplied  by 
the  individual's  years  of  coverage  in  excess  of  10,  or  the  increased 
amount  determined  for  purposes  of  this  clause  under  subsection  (i). 

(ii)  For  purposes  of  clause  (i)  [ (II)],  the  term  "years  of  coverage'' 
with  respect  to  any  individual  means  the  number  (not  exceeding  30) 
equal  to  the  sum  of  (I)  the  number  (not  exceeding  li  and  disregarding 
any  fraction)  determined  by  dividing  (a)  the  total  of  the  wages 
credited  to  such  individual  (including  wages  deemed  to  be  paid  prior 
to  1951  to  such  individual  under  section  217,  compensation  under  the 
Railroad  Retirement  Act  of  1937  prior  to  1951  which  is  creditable  to 
such  individual  pursuant  to  this  title,  and  wages  deemed  to  be  paid 
prior  to  1951  to  such  individual  under  section  231)  for  years  after 
1936  and  before  1951  by  (b)  $900,  plus  (II)  the  number  equal  to 
the  number  of  years  after  1950  each  of  which  is  a  computation  base 
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year  (within  the  meaning  of  subsection  (b)(2)(B)(ii))  and  in  each 
of  Avhich  he  is  credited  with  wages  (including  wages  deemed  to  be  paid 
to  such  individual  under  section  217,  compensation  under  the  Railroad 
Retirement  Act  of  1937  or  1974  which  is  creditable  to  such  individual 
pursuant  to  this  title,  and  wages  deemed  to  be  paid  to  such  individual 
under  section  229)  and  self -employment  income  of  not  less  than  25 
percent  of  the  maximum  amount  which,  pursuant  to  subsection  (e), 
may  be  counted  for  such  year,  or  of  not  less  than  25  percent  of  the 
maximum  amount  which  could  be  so  counted  for  such  year  (in  the  case 
of  a  year  after  1977)  if  section  230  as  in  effect  immediately  prior  to  the 
enactment  of  the  Social  Security  Amendments  of  1977  had  remained 
in  effect  without  change. 

(D)  In  each  calendar  year  after  1978  the  Secretary  shall  publish 
in  the  Federal  Register,  on  or  before  November  1,  the  formula  for 
computing  benefits  under  this  paragraph  and  for  adjusting  wages  and 
self -employment  income  under  subsection  (b)  (3)  in  the  case  of  an 
individual  who  becomes  eligible  for  an  old-age  insurance  benefit,  or 
(if  earlier)  becomes  eligible  for  a  disability  insurance  benefit  or  dies, 
in  the  following  year,  and  the  average  of  the  total  wages  (as  described 
in  subparagraph  (B)  (ii)  (I) )  on  which  that  formula  is  based.  With 
the  initial  publication  required  by  this  subparagraph,  the  Secretary 
shall  also  publish  in  the  Federal  Register  the  average  of  the  total 
wages  (as  so  described)  for  each  calendar  year  after  1950. 

(2)  (A)  A  year  shall  not  be  counted  as  the  year  of  an  individual's 
death  or  eligibility  for  purposes  of  this  subsection  or  subsection  (i) 
in  any  case  where  such  individual  was  entitled  to  a  disability  insur- 
ance benefit  for  any  of  the  12  months  immediately  preceding  the  month 
of  such  death  or  eligibility  (but  there  shall  be  counted  instead  the  year 
of  the  individual's  eligibility  for  the  disability  insurance  benefit  or 
benefits  to  which  he  was  entitled  during  such  12  months). 

(B)  In  the  case  of  an  individual  who  was  entitled  to  a  disability 
insurance  benefit  for  any  of  the  12  months  before  the  month  in  which 
he  became  entitled  to  an  old-age  insurance  benefit,  became  reentitled  to 
a  disability  insurance  benefit,  or  died,  the  primary  insurance  amount 
for  determining  any  benefit  attributable  to  that  entitlement,  reentitle- 
ment.  or  death  is  the  greater  of — 

(i)  the  primary  insurance  amount  upon  which  such  disability 
insurance  benefit  was  based,  increased  by  the  amount  of  each  gen- 
eral benefit  increase  (as  defined  in  subsection  (i)  (3)),  and  each 
increase  provided  under  subsection  (i)(2),  that  would  have 
applied  to  such  primary  insurance  amount  had  the  indi vidua] 
remained  entitled  to  such  disability  insurance  benefit  until  the 
month  in  which  he  became  so  entitled  or  reentitled  or  died,  or 

(ii)  the  amount  computed  under  paragraph  (1)  (C). 

(C)  In  the  case  of  an  individual  who  was  entitled  to  a  disability 
insurance  benefit  for  any  month,  and  with  respect  to  whom  a  primary 
insurance  amount  is  required  to  be  computed  at  any  time  after  the 
close  of  the  period  of  the  individual's  disability  (whether  because  of 
such  individual's  subsequent  entitlement  to  old-age  insurance  benefits 
or  to  a  disability  insurance  benefit  based  upon  a  subsequent  period  of 
disability,  or  because  of  such  individuals  death) ,  the  primary  insur- 
ance amount  so  computed  may  in  no  case  be  less  than  the  primary 
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insurance  amount  with  respect  to  which  such  former  disability  insur- 
ance benefit  was  most  recently  determined. 

(3)  (A)  Paragraph  (1)  applies  only  to  an  individual  who  was  not 
eligible  for  an  old-age  insurance  benefit  prior  to  January  1979  and 
who  in  that  or  any  succeeding  month — 

(i)  becomes  eligible  for  such  a  benefit, 

(ii)  becomes  eligible  for  a  disability  insurance  benefit,  or 

(iii)  dies, 

and  (except  for  subparagraph  (C)  (i) [(II)]  thereof)  it  applies  to 
every  such  individual  except  to  the  extent  otherwise  provided  by  para- 
graph (4). 

(B)  For  purposes  of  this  title,  an  individual  is  deemed  to  be 
eligible — 

(i)  for  old-age  insurance  benefits,  for  months  beginning  with 
the  month  in  which  he  attains  age  62,  or 

(ii)  for  disability  insurance  benefits,  for  months  beginning 
with  the  month  in  which  his  period  of  disability  began  as  pro- 
vided under  section  216 (i)  (2)  (C) , 

except  as  provided  in  paragraph  (2)  (A)  in  cases  where  fewer  than  12 
months  have  elapsed  since  the  termination  of  a  prior  period  of 
disability. 

( 4 )  Paragraph  ( 1 )  ( except  for  subparagraph  ( C )  ( i )  [  ( II )  ]  there- 
of)  does  not  apply  to  the  computation  or  recomputation  of  a  primary 
insurance  amount  for — 

(A)  an  individual  who  was  eligible  for  a  disability  insurance 
benefit  for  a  month  prior  to  January  1979  unless,  prior  to  the 
month  in  which  occurs  the  event  described  in  clause  (i),,  (ii),  or 
(iii)  of  paragraph  (3)  (A),  there  occurs  a  period  of  at  least  12 
consecutive  months  for  which  he  was  not  entitled  to  a  disability 
insurance  benefit,  or 

(B)  an  individual  who  had  wages  or  self -employment  income 
credited  for  one  or  more  years  prior  to  1979,  and  who  was  not 
eligible  for  an  old-age  or  disability  insurance  benefit,  and  did  not 
die,  prior  to  January  1979,  if  in  the  year  for  which  the  computa- 
tion or  recomputation  would  be  made  the  individual's  primary 
insurance  amount  would  be  greater  if  computed  or  recomputed — 

(i)  under  section  215(a)  as  in  effect  in  December  1978,  for 
purposes  of  old-age  insurance  benefits  in  the  case  of  an  indi- 
vidual to  whom  such  section  applies 

(ii)  as  provided  by  section  215(d),  in  the  case  of  an  indi- 
vidual to  whom  such  section  applies 

In  determining  whether  an  individual's  primary  insurance  amount 
would  be  greater  if  computed  or  recomputed  as  provided  in  subpara- 
graph (B),  (I)  the  table  of  benefits  in  effect  in  December  1978,  as 
modified  by  paragraph  (6)  as  in  effect  for  August  1981,  shall  be  ap- 
plied without  regard  to  any  increases  in  that  table  which  may  become 
effective  (in  accordance  with  subsection  (i)  (4))  for  years  after  1978 
(subject  to  clause  (iii)  of  subsection  (i)  (2)  (A)  [but  without  regard 
to  clauses  (iv)  and  (v)  thereof])  and  (II)  such  individual's  average 
monthly  wage  shall  be  computed  as  provided  by  subsection  (b)  (4). 

(5)  For  purposes  of  computing  the  primary  insurance  amount 
(after  December  1978)  of  an  individual  to  whom  paragraph  (1)  does 
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not  apply  (other  than  an  individual  described  in  paragraph  (4)  (B) ), 
this  section  as  in  effect  in  December  1978  shall  remain  in  effect,  except 
that,  effective  for  January  1979,  the  dollar  amount  specified  in  para- 
graph (3)  of  subsection  (a)  shall  be  increased  to  $11.50,  and,  effective 
for  months  after  July  1981,  the  table  for  determining  primary  insur- 
ance amounts  and  maximum  family  benefits  contained  in  this  section 
in  December  1978  shall  be  modified  as  specified  in  paragraph  (6).  The 
table  for  determining  primary  insurance  amounts  and  maximum 
family  benefits  contained  in  this  section  in  December  1978,  modified  by 
the  application  of  paragraph  (6)  as  in  effect  in  August  1981,  shall  be 
revised  as  provided  by  subsection  (i)  for  each  year  after  1978. 

(6)  (A)  The  table  of  benefits  in  effect  in  December  1978  under  this 
section,  referred  to  in  paragraph  (4-)  in  the  matter  following  sub- 
paragraph (B)  and  in  paragraph  (5),  revised  as  provided  by  subsec- 
tion (i),  as  applicable,  shall  be  extended  for  average  monthly  wages 
of  less  than  $76.00  and  primary  insurance  benefits  (as  determined 
under  subsection  (d))  of  less  than  $16. £0. 

(B)  The  Secretary  shall  determine  and  promulgate  in  regulations 
the  methodology  for  extending  the  table  under  subparagraph  (A). 
******* 

Recomputation  of  Benefits 

(f)  (1)  After  an  individual's  primary  insurance  amount  has  been 
determined  under  this  section,  there  shall  be  no  recomputation  of  such 
individual's  primary  insurance  amount  except  as  provided  in  this  sub- 
section or,  in  the  case  of  a  World  War  II  veteran  who  died  prior  to 
J uly  27, 1954,  as  provided  in  section  217  (b) . 

(2)  (A)  If  an  individual  has  wages  or  self -employment  income  for 
a  year  after  1978  for  any  part  of  which  he  is  entitled  to  old-age  or 
disability  insurance  benefits,  the  Secretary  shall,  at  such  time  or  times 
and  within  such  period  as  he  may  by  regulation  prescribe,  recompute 
the  individual's  primary  insurance  account  for  that  year. 

(B)  For  the  purpose  of  applying  subparagraph  (A)  of  subsection 

(a)  (1)  to  the  average  indexed  monthly  earnings  of  an  individual  to 
whom  that  subsection  applies  and  who  receives  a  recomputation  under 
this  paragraph,  there  shall  be  used,  in  lieu  of  the  amounts  established 
by  subsection  (a)  (1)  (B)  for  purposes  of  clauses  (i)  and  (ii)  of 
subsection  (a)  (1)  (A),  the  amounts  so  established  that  were  (or,  in 
the  case  of  an  individual  described  in  subsection  (a)  (4)  (B),  would 
have  been)  used  in  the  computation  of  such  individual's  primary  in- 
surance amount  prior  to  the  application  of  this  subsection. 

(C)  A  recomputation  of  any  individual's  primary  insurance  amount 
under  this  paragraph  shall  be  made  as  provided  in  subsection  (a)  (1) 
as  though  the  year  with  respect  to  which  it  is  made  is  the  last  year  of 
the  period  specified  in  subsection  (b)(2)(B)(ii);  and  subsection 

(b)  (3)(A)  shall  apply  with  respect  to  any  such  recomputation  as  it 
applied  in  the  computation  of  such  individual's  primary  insurance 
amount  prior  to  the  application  of  this  subsection. 

(D)  A  recomputation  under  this  paragraph  with  respect  to  any  year 
shall  be  effective — 

(i)  in  the  case  of  an  individual  who  did  not  die  in  that  year,  for 
monthly  benefits  beginning  with  benefits  for  January  of  the  fol- 
lowing year ;  or 
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(ii)  in  the  case  of  an  individual  who  died  in  that  year,  for 
monthly  benefits  beginning  with  benefits  for  the  month  in  which 
he  died. 

(3)  [Repealed.] 

(4)  A  recomputation  shall  be  effective  under  this  subsection  only 
if  it  increases  the  primary  insurance  amount  by  at  least  $1. 

(5)  In  the  case  of  a  man  who  became  entitled  to  old-age  insurance 
benefits  and  died  before  the  month  in  which  he  attained  age  65,  the 
Secretary  shall  recompute  his  primary  insurance  amount  as  provided 
in  subsection  (a)  as  though  he  became  entitled  to  old-age  insurance 
benefits  in  the  month  in  which  he  died;  except  that  (i)  his  computa- 
tion base  years  referred  to  in  subsection  (b)  (2)  shall  include  the  year 
in  which  he  died,  and  (ii)  his  elapsed  years  referred  to  in  subsection 
(b)  (3)  shall  not  include  the  year  in  which  he  died  or  any  year  there- 
after. Such  recomputation  of  such  primary  insurance  amount  shall  be 
effective  for  and  after  the  month  in  which  he  died. 

(6)  Upon  the  death  after  1967  of  an  individual  entitled  to  benefits 
under  section  202(a)  or  section  223,  if  any  person  is  entitled  to 
monthly  benefits  or  a  lump-sum  death  payment,  on  the  wages  and  self- 
employment  income  of  such  individual,  the  Secretary  shall  recompute 
the  decedent's  primary  insurance  amount,  but  only  if  the  decedent 
during  his  lifetime  was  paid  compensation  which  was  treated  under 
section  205  (o)  as  remuneration  for  employment. 

(7)  This  subsection  as  in  effect  in  December  1978  shall  continue  to 
apply  to  the  recomputation  of  a  primary  insurance  amount  computed 
under  subsection  (a)  or  (d)  as  in  effect  (without  regard  to  the  table 
in  subsection  (a) )  in  that  month,  and,  where  appropriate,  under  sub- 
section (d)  as  in  effect  in  December  1977.  For  purposes  of  recomputing 
a  primary  insurance  amount  determined  under  subsection  (a)  or  (d) 
(as  so  in  effect)  in  the  case  of  an  individual  to  whom  those  subsections 
apply  by  reason  of  subsection  (a)  (4)  (B)  as  in  effect  after  December 
1978,  no  remuneration  shall  be  taken  into  account  for  the  year  in  which 
the  individual  initially  became  eligible  for  an  old-age  or  disability 
insurance  benefit  or  died,  or  for  any  year  thereafter.  Effective  August 
1981,  the  recomputation  shall  be  modified  by  the  application  of  sec- 
tion 215(a)  (6)  as  im  effect  in  August  1981,  where  applicable. 

(8)  The  Secretary  shall  recompute  the  primary  insurance  amounts 
applicable  to  beneficiaries  whose  benefits  are  based  on  a  primary  insur- 
ance amount  which  was  computed  under  subsection  (a)  (3)  effective 
prior  to  January  1979,  or  would  have  been  so  computed  if  the  dollar 
amount  specified  therein  were  $11.50.  Such  recomputation  shall  be 
effective  January  1979,  and  shall  include  the  effect  of  the  increase  in 
the  dollar  amount  provided  by  subsection  (a)  (1)  (C)  (i)[(II)].  Such 
primary  insurance  amount  shall  be  deemed  to  be  provided  under  such 
section  for  purposes  of  subsection  (i) . 

Rounding  of  Benefits 

[(g)  The  amount  of  any  primary  insurance  amount  and  the  amount 
of  any  monthly  benefit  computed  under  section  202  or  223  which  (after 
reduction  under  section  203(a)  and  deductions  under  section  203(b)) 
is  not  a  multiple  of  $0.10  shall  be  raised  to  the  next  higher  multiple 

of  $0.10.3 
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(g)  The  amount  of  any  monthly  benefit  computed  under  section 
202  07  223  which  (after  any  reduction  under  sections  203(a)  and  224 
and  any  deduction  under  section  203  ( b ) ,  and  after  any  deduction  under 
section  1840(a)  (1))  is  not  a  multiple  of  $1  shall  be  rounded  to  the  next 
lower  multiple  of  $1. 

sfc  jj*  *i»  *f*  *i*  *J*  *f* 

Cost-of-Living  Increases  in  Benefits 

(1)  (1)  For  purposes  of  this  subsection — 

(A)  the  term  "base  quarter"  means  (i)  the  calendar  quarter 
ending  on  March  31  in  each  year  after  1974,  or  (ii)  any  other  cal- 
endar quarter  in  which  occurs  the  effective  month  of  a  general 
benefit  increase  under  this  title ; 

(B)  the  term  "cost-of-living  computation  quarter"  means  a  base 
quarter,  as  defined  in  subparagraph  (A)  (i),  in  which  the  Con- 
sumer Price  Index  prepared  by  the  Department  of  Labor  exceeds, 
by  not  less  than  3  per  centum,  such  Index  in  the  later  of  (i)  the 
last  prior  cost-of-living  computation  quarter  which  was  estab- 
lished under  this  subparagraph,  or  (ii)  the  most  recent  calendar 
quarter  in  which  occurred  the  effective  month  of  a  general  benefit 
increase  under  this  title;  except  that  there  shall  be  no  cost-of- 
living  computation  quarter  in  any  calendar  year  if  in  the  year 
prior  to  such  year  a  law  has  been  enacted  providing  a  general 
benefit  increase  under  this  title  or  if  in  such  prior  year  such  a 
general  benefit  increase  becomes  effective ;  and 

(C)  the  Consumer  Price  Index  for  a  base  quarter,  a  cost-of- 
living  computation  quarter,  or  any  other  calendar  quarter  shall 
be  the  arithmetical  mean  of  such  index  for  the  3  months  in  such 
quarter. 

(2)  (A)  (i)  The  Secretary  shall  determine  each  year  beginning  with 
1975  (subject  to  the  limitation  in  paragraph  (1)  (B) )  whether  the  base 
quarter  (as  defined  in  paragraph  (1)  (A)  (i) )  in  such  year  is  a  cost-of- 
living  computation  quarter. 

(ii)  If  the  Secretary  determines  that  the  base  quarter  in  any  year 
is  a  cost-of-living  computation  quarter,  he  shall,  effective  with  the 
month  of  June  of  that  year  as  provided  in  subparagraph  (B),  in- 
crease— 

(I)  the  benefit  amount  to  which  individuals  are  entitled  for 
that  month  under  section  227  or  228, 

(II)  the  primary  insurance  amount  of  each  other  individual 
on  which  benefit  entitlement  is  based  under  this  title  [(including 
a  primary  insurance  amount  determined  under  subsection  (a) 
(l)(C)(i)(I),  but  subject  to  the  provisions  of  such  subsection  (a) 
(l)(C)(i)  and  clauses  (iv)  and  (v)  of  this  subparagraph)],  and 

(III)  the  amount  of  total  monthly  benefits  based  on  any  pri- 
mary insurance  amount  which  is  permitted  under  section  203 
(and  such  total  shall  be  increased,  unless  otherwise  so  increased 
under  another  provision  of  this  title,  at  the  same  time  as  such 
primary  insurance  amount)  or,  in  the  case  of  a  primary  insurance 
amount  computed  under  subsection  (a)  as  in  effect  without  regard 
to  the  table  contained  therein)  prior  to  January  1979,  the  amount 
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to  which  the  beneficiaries  may  be  entitled  under  section  203  as  in 
effect  in  December  1978,  except  as  provided  by  section  203(a)  (7) 
and  (8)  as  in  effect  after  December  1978. 
The  increase  shall  be  derived  by  multiplying  each  of  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  (including  each  of 
those  amounts  as  previously  increased  under  riris  subparagraph)  by 
the  same  percentage  (rounded  to  the  nearest  one-tenth  of  1  percent) 
as  the  percentage  by  which  the  Consumer  Price  Index  for  that  cost-of- 
living  computation  quarter  exceeds  such  index  for  the  most  recent 
prior  calendar  quarter  which  was  a  base  quarter  under  paragraph 
(1)  (A)  (ii)  or,  if  later,  the  most  recent  cost-of-living  computation 
quarter  under  paragraph  (1)  (B).  [;  and  any  amount  so  increased  that 
is  not  a  multiple  of  $0.10  shall  be  increased  to  the  next  higher  multiple 
of  $0.10.]  Any  increase  under  this  subsection  in  a  primary  insurance 
amount  determined  under  subparagraph  (C)  (i)t(ll)]  of  subsection 
(a)  (1)  shall  be  applied  after  the  initial  determination  of  such  pri- 
mary insurance  amount  under  that  subparagraph  (with  the  amount  of 
such  increase,  in  the  case  of  an  individual  who  becomes  eligible  for 
old-age  or  disability  insurance  benefits  or  dies  in  a  calendar  year  after 
1979,  being  determined  from  the  range  of  possible  primary  insurance 
amounts  published  by  the  Secretary  under  the  last  sentence  of  sub- 
paragraph (D)). 

(iii)  In  the  case  of  an  individual  who  becomes  eligible  for  an  old- 
age  or  disability  insurance  benefit,  or  who  dies  prior  to  becoming  so 
eligible,  in  a  year  in  which  there  occurs  an  increase  provided  under 
clause  (ii),  the  individual's  primary  insurance  amount  (without 
regard  to  the  time  of  entitlement  to  that  benefit)  shall  be  increased 
(unless  otherwise  so  increased  under  another  provision  of  this  title 
[and,  with  respect  to  a  primary  insurance  amount  determined  under 
subsection  (a)(l)(C)(i)(I),  subject  to  the  provisions  of  subsection 
(a)  (1)  (C)  (i)  and  clauses  (iv)  and  (v)  of  this  subparagraph])  by  the  ] 
amount  of  that  increase  and  subsequent  applicable  increases,  but  only 
with  respect  to  benefits  payable  for  months  after  May  of  that  year. 

L(iy)  (I)  In  the  case  of  an  individual  who  is  entitled  to  an  old-age 
insurance  benefit  that  is  based  on  a  primray  insurance  amount  deter- 
mined under  subsection  (a)  (1)  (C)  (i)  (I),  such  primary  insurance 
amount  shall  not  be  increased  under  this  subsection  for  any  year  before 
the  year  in  which  occurs  the  first  month  with  respect  to  which  there  is 
payable  to  such  individual  all  or  some  part  of  such  benefit  after 
application  of  the  provisions  of  section  203  relating  to  deductions  on 
account  of  work,  or,  if  earlier,  the  year  in  which  he  attains  age  65. 

[(II)  In  the  case  of  an  individual  who  is  entitled  to  an  insurance 
benefit  under  subsection  (e)  or  (f)  of  section  202  that  is  based  on 
a  primary  insurance  amount  determined  under  subsection  (a)  (1)  (C) 
(i)  (I),  such  primary  insurance  amount  shall  not  be  increased  under 
this  subsection  for  any  year  (except  as  provided  in  subdivision  (III) ) 
before  the  year  in  which  occurs  the  first  month  with  respect  to  which 
there  is  payable  to  such  individual  all  or  some  part  of  such  benefit 
after  application  of  the  provisions  of  section  203  relating  to  deduc- 
tions on  account  of  work,  or,  if  earlier,  the  year  in  which  he  attains 
age  65. 
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[(III)  Any  increase  under  this  subsection  which  would  otherwise 
be  applied  to  a  primary  insurance  amount  except  for  the  provisions 
of  subdivision  (II)  of  this  clause,  shall  apply  to  such  primary  insur- 
ance amount  if,  during  any  month  of  the  year  in  which  the  increase 
occurs,  any  individual  is  entitled  to  a  benefit  under  subsection  (d), 
(g),  or  (h)  of  section  202  based  on  such  primary  insurance  amount, 
and  such  primary  insurance  amount  is  based  upon  the  wages  and  self- 
employment  income  of  a  deceased  individual. 

[(IV)  No  primary  insurance  amount  determined  under  subsection 
(a)(l)(C)(i)(I)  snail  be  increased  under  this  subsection  for  any 
year  during  which  no  individual  was  entitled  to  any  benefit  based 
thereon  under  section  202  or  223  for  any  month  of  such  year. 

[(V)  In  any  case  in  which  an  increase  under  this  subsection  which 
occurs  during  any  year  applies  to  a  primary  insurance  amount  deter- 
mined under  subsection  (a)  (1)  (C)_(i)  (I),  and  such  an  increase  oc- 
curring in  a  later  year  does  not  apply  to  such  primary  insurance 
amount  on  account  of  the  provisions  of  this  clause,  any  such  increase 
which  occurs  in  a  later  year  which  is  applicable  to  such  primary  in- 
surance amount  shall  be  based  upon  such  primary  insurance  amount 
as  previously  increased  under  this  subsection. 

£(v)  Notwithstanding  clause  (iv),  no  primary  insurance  amount 
shall  be  less  than  that  provided  under  section  215(a)(1)  without 
regard  to  subparagraph  (C)  (i)  (I)  thereof,  as  subsequently  increased 
by  applicable  increases  under  this  section.] 

(B)  The  increase  provided  by  subparagraph  (A)  with  respect  to  a 
particular  cost-of-living  computation  quarter  shall  apply  in  the  case 
of  monthly  benefits  under  this  title  for  months  after  May  of  the  calen- 
dar year  in  which  occurred  such  cost-of-living  computation  quarter, 
and  in  the  case  of  lump-sum  death  payments  with  respect  to  deaths 
occurring  after  May  of  such  calendar  year. 

(C)  (i)  Whenever  the  level  of  the  Consumer  Price  Index  as  pub- 
lished for  any  month  exceeds  by  2.5  percent  or  more  the  level  of  such 
index  for  the  most  recent  base  quarter  (as  defined  in  paragraph  (1) 
(A)  (ii) )  or,  if  later,  the  most  recent  cost-of-living  computation  quar- 
ter, the  Secretary  shall  (within  5  days  after  such  publication)  report 
the  amount  of  such  excess  to  the  House  Committee  on  Ways  and 
Means  and  the  Senate  Committee  on  Finance. 

(ii)  Whenever  the  Secretary  determines  that  a  base  quarter  in  a 
calendar  year  is  also  a  cost-of-living  computation  quarter,  he  shall 
notify  the  House  Committee  on  Ways  and  Means  and  the  Senate  Com- 
mittee on  Finance  of  such  determination  within  30  days  after  the  close 
of  such  quarter,  indicating  the  amount  of  the  benefit  increase  to  be  pro- 
vided, his  estimate  of  the  extent  to  which  the  cost  of  such  increase 
would  be  met  by  an  increase  in  the  contribution  and  benefit  base  under 
section  230  and  the  estimated  amount  of  the  increase  in  such  base,  the 
actuarial  estimates  of  the  effect  of  such  increase,  and  the  actuarial  as- 
sumptions and  methodology  used  in  preparing  such  estimates. 

(D)  If  the  Secretary  determines  that  a  base  quarter  in  a  calendar 
year  is  also  a  cost-of-living  computation  quarter,  he  shall  publish  in 
the  Federal  Eegister  within  45  days  after  the  close  of  such  quarter  a 
determination  that  a  benefit  increase  is  resultantly  required  and  the 
percentage  thereof.  He  shall  also  publish  in  the  Federal  Register  at 
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that  time  (i)  a  revision  of  the  range  of  the  primary  insurance  amounts 
which  are  possible  after  the  application  of  this  subsection  based  on  the 
dollar  amount  specified  in  subparagraph  (C)  (i)  [(II)]  of  subsection 
(a)  (1)  (with  such  revised  primary  insurance  amounts  constituting 
the  increased  amounts  determined  for  purposes  of  such  subparagraph 
(C)  (i) [(II)]  under  this  subsection),  or  specified  in  subsection  (a)  (3) 
as  in  effect  prior  to  1979,  and  (ii)  a  revision  of  the  range  of  maximum 
family  benefits  which  correspond  to  such  primary  insurance  amounts 
(with  such  maximum  benefits  being  effective  notwithstanding  section 
203(a)  except  for  paragraph  (3)  (B)  thereof  (or  paragraph  (2) 
thereof  as  in  effect  prior  to  1979)).  Notwithstanding  the  preceding 
sentence,  such  revision  of  maximum  family  benefits  shall  be  subject 
to  paragraph  (6)  of  section  203(a)  (as  "added  by  section  101  (a)  (3)  of 
the  Social  Security  Disability  Amendments  of  1980). 

(3)  As  used  in  this  subsection,  the  term  "general  benefit  increase 
under  this  title"  means  an  increase  (other  than  an  increase  under  this 
subsection)  in  all  primary  insurance,  amounts  on  which  monthly 
insurance  benefits  under  this  title  are  based. 

(4)  This  subsection  as  in  effect  in  December  1978,  modified  by  the 
{implication  of  subsection  (a)  (6)  as  in  effect  in  August  1981,  shall  con- 
tinue to  apply  to  subsections  (a)  and  (d) ,  as  then  in  effect,  for  purposes 
of  computing  the  primary  insurance  amount  of  an  individual  to  whom 
subsection  (a) ,  as  in  effect  after  December  1978,  modified  by  the  appli- 
cation of  subsection  (a)(6)  as  in  effect  in  August  1981,  does  not  apply 
(including  an  individual  to  whom  subsection  (a)  does  not  apply  in 
any  year  by  reason  of  paragraph  (4)  (B)  of  that  subsection  (but  the 
application  of  this  subsection  in  such  cases  shall  be  modified  by  the 
application  of  subdivision  (I)  in  the  last  sentence  of  paragraph  (4) 
of  that  subsection) ),  except  that  for  this  purpose  the  last  sentence  in 
paragraph  (2)  (A)  (ii),  (2)  (D)  (iv),  and  (<2)  (D)  (v)  of  this  subsec- 
tion as  in  effect  in  December  1978  shall  be  disregarded.  For  purposes  of 
computing  primary  insurance  amounts  and  maximum  family  benefits 
(other  than  primary  insurance  amounts  and  maximum  family  benefits 
for  individuals  to  whom  such  paragraph  (4)  (B)  applies),  the  Secre- 
tary shall  publish  in  the  Federal  Register  revisions  of  the  table  of  bene- 
fits contained  in  subsection  (a) ,  as  in  effect  in  December  1978,  modified 
by  the  application  of  subsection  (a)  (6)  as  In  effect  in  August  1981,  as 
required  by  paragraph  (2)  (D)  of  this  subsection  as  then  in  effect. 

*  *  *  *  #  *  * 

Other  Definitions 

Sec.  216.  *  *  * 

Disability;  Period  of  Disability 

(i)  (1)  Except  for  purposes  of  section  202(d),  202(e),  202(f),  223, 
and  225,  the  term  "disability"  means  (A)  inability  to  engage  in  any 
substantial  gainful  activity  by  reason  of  any  medically  determinable 
physical  or  mental  impairment  which  can  be  expected  to  result  in 
death  or  has  lasted  or  can  be  expected  to  last  for  a  continuous  period 
of  not  less  than  12  months,  or  (B)  blindness;  and  the  term  "blindness" 
means  central  visual  acuity  of  20/200  or  less  in  the  better  eye  with  the 
use  of  correcting  lens.  An  eye  which  is  accompanied  by  a  limitation 
in  the  field  of  vision  such  that  the  widest  diameter  of  the  visual  field 
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subtends  an  angle  no  greater  than  20  degrees  shall  be  considered  for 
purposes  of  this  paragraph  as  having  a  central  visual  acuity  of  20/200 
or  less.  The  provisions  of  paragraphs  (2)  (A),  (3),  (4),  (5)  ,  and  (6)  of 
section  223(d)  shall  be  applied  for  purposes  of  determining  whether 
an  individual  is  under  a  disability  within  the  meaning  of  the  first 
sentence  of  this  paragraph  in  the  same  manner  as  they  are  applied  for 
purposes  of  paragraph  (1)  of  such  section.  Nothing  in  this  title  shall 
be  construed  as  authorizing  the  Secretary  or  any  other  officer  or 
employee  of  the  United  States  to  interfere  in  any  way  with  the  prac- 
tice of  medicine  or  with  relationships  between  practitioners  of  medi- 
cine and  their  patients,  or  to  exercise  any  supervision  or  control  over 
the  administration  or  operation  of  any  hospital. 

(2)  (A)  The  term  "period  of  disability"  means  a  continuous  period 
(beginning  and  ending  as  hereinafter  provided  in  this  subsection) 
during  which  an  individual  was  under  a  disability  (as  defined  in 
paragraph  (1)),  but  only  if  such  period  is  of  not  less  than  five  full 
calendar  months'  duration  or  such  individual  was  entitled  to  benefits 
under  section  223  for  one  or  more  months  in  such  period. 

(B)  No  period  of  disability  shall  begin  as  to  any  individual  unless 
such  individual  files  an  application  for  a  disability  determination  with 
respect  to  such  period ;  and  no  such  period  shall  begin  as  to  any  indi- 
vidual after  such  individual  attains  the  age  of  65. 

In  the  case  of  a  deceased  individual,  the  requirement  of  an  appli- 
cation under  the  preceding  sentence  may  be  satisfied  by  an  application 
for  a  disability  determination  filed  with  respect  to  such  individual 
within  3  months  after  the  month  in  which  he  died. 

(C)  A  period  of  disability  shall  begin — 

(i)  on  the  day  the  disability  began,  but  only  if  the  individual 
satisfies  the  requirements  of  paragraph  (3)  on  such  day ;  or 

(ii)  if  such  individual  does  not  satisfy  the  requirements  of 
paragraph  (3)  on  such  day,  then  on  the  first  day  of  the  first 
quarter  thereafter  in  which  he  satisfies  such  requirements. 

(D)  A  period  of  disability  shall  end  with  the  close  of  whichever 
of  the  following  months  is  the  earlier :  (i)  the  month  preceding  the 
month  in  which  the  individual  attains  age  65,  or  (ii)  the  month  pre- 
ceding (I)  the  termination  month  (as  defined  in  section  223(a)  (1) ), 
or,  if  earlier  (II)  the  first  month  for  which  no  benefit  is  payable 
by  reason  of  section  223(e),  where  no  benefit  is  payable  for  any  of 
the  succeeding  months  during  the  15-montih  period  referred  to  in  such 
section. 

(E)  Except  as  is  otherwise  provided  in  subparagraph  (F) ,  no  appli- 
cation for  a  disability  determination  which  is  filed  more  than  12 
months  after  the  month  prescribed  by  subparagraph  (D)  as  the  month 
in  which  the  period  of  disability  ends  (determined  without  regard  to 
subparagraph  (B)  and  this  subparagraph)  shall  be  accepted  as  an 
application  for  purposes  of  this  paragraph. 

(F)  An  application  for  a  disability  determination  which  is  filed 
more  than  12  months  after  the  month  prescribed  by  subparagraph  (D) 
as  the  month  in  which  the  period  of  disability  ends  (determined  with- 
out regard  to  subparagraphs  (B)  and  (E)) shall  be  accepted  as  an 
application  for  purposes  of  this  paragraph  if — 
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(i)  in  the  case  of  an  application  filed  by  or  on  behalf  of  an 
individual  with  respect  to  a  disability  which  ends  after  the  month 
in  which  the  Social  Security  Amendments  of  1967  is  enacted,  such 
application  is  filed  not  more  than  36  months  after  the  month  in 
which  such  disability  ended,  such  individual  is  alive  at  the  time 
the  application  is  hied,  and  the  Secretary  finds  in  accordance 
with  regulations  prescribed  by  him  that  the  failure  of  such  indi- 
vidual to  file  an  application  for  a  disability  determination  within 
the  time  specified  in  subparagraph  (E)  was  attributable  to  a 
physical  or  mental  condition  of  such  individual  which  rendered 
him  incapable  of  executing  such  an  application,  and 

(ii)  in  the  case  of  an  application  filed  by  or  on  behalf  of  an 
individual  with  respect  to  a  period  of  disability  which  ends  in  or 
before  the  month  in  which  the  Social  Security  Amendments  of 
1967  as  enacted, 

(I)  such  application  is  filed  not  more  than  12  months 
after  the  month  in  which  the  Social  Security  Amendments  of 
1967  is  enacted, 

(II)  a  previous  application  for  a  disability  determination 
has  been  filed  by  or  on  behalf  of  such  individual  (1)  in  or 
before  the  month  in  which  the  Social  Security  Amendments 
of  1967  is  enacted,  and  (2)  not  more  than  36  months  after  the 
month  in  which  his  disability  ended,  and 

(III)  the  Secretary  finds  in  accordance  with  regulations 
prescribed  by  him,  that  the  failure  of  such  individual  to  file 
an  application  within  the  then  specified  time  period  was  at- 
tributable to  a  physical  or  mental  condition  of  such  individ- 
ual which  rendered  him  incapable  of  executing  such  an 
application. 

In  making  a  determination  under  this  subsection,  with  respect  to  the 
disability  or  period  of  disability  of  any  individual  whose  application 
for  a  determination  thereof  is  accepted  solely  by  reason  of  the  provi- 
sions of  this  subparagraph  (F) ,  the  provisions  of  this  subsection  (other 
than  the  provisions  of  this  subparagraph)  shall  be  applied  as  such 
provisions  are  in  effect  at  the  time  such  determination  is  made. 

(G)  An  application  for  a  disability  determination  filed  before  the 
first  day  on  which  the  applicant  satisfies  the  requirements  for  a  period 
of  disability  under  this  subsection  shall  be  deemed  a  valid  application 
(and  shall  be  deemed  to  have  been  filed  on  such  first  day)  only  if  the 
applicant  satisfies  the  requirements  for  a  period  of  disability  before 
the  Secretary  makes  a  final  decision  on  the  application  and  no  request 
under  section  205  (b)  for  notice  and  opportunity  for  a  hearing  thereon 
is  made  or,  if  such  a  request  is  made,  before  a  decision  based  upon  the 
evidence  adduced  at  the  hearings  is  made  (regardless  of  whether  such 
decision  becomes  the  final  decision  of  the  Secretary). 

(3)  The  requirements  referred  to  in  clauses  (i)  and  (ii)  of  para- 
graph (2)  (C)  are  satisfied  by  an  individual  with  respect  to  any  quar- 
ter only  if — 

(A)  he  would  have  been  a  fully  insured  individual  (as  defined 
in  section  214)  had  he  attained  age  62  and  filed  application  for 
benefits  under  section  202(a)  on  the  first  day  of  such  quarter; 
[and] 
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(B)  (i)  he  had  not  less  than  20  quarters  of  coverage  during  the 
40-quarter  period  which  ends  with  such  quarter,  or 

(ii)  if  such  quarter  ends  before  he  attains  (or  would  attain) 
age  31  not  less  than  one-half  (and  not  less  than  6)  of  the  quarters 
during  the  period  ending  with  such  quarter  and  beginning  after 
he  attained  the  age  of  21  were  quarters  of  coverage,  or  (if  the 
number  of  quarters  in  such  period  is  less  than  12)  not  less  than 
6  of  the  quarters  in  the  12-quarter  period  ending  with  such  quar- 
ter were  quarters  of  coverage,  except  that  the  provisions  of  sub- 
paragraph (B)  of  this  paragraph  shall  not  apply  in  the  case  of 
an  individual  who  is  blind  (within  the  meaning  of  "blindness"  as 
defined  in  paragraph  (1) )  [.] ;  and 

(C)  he  had  not  less  than  six  quarters  of  coverage  during  the 
thirteen- quarter  period  which  ends  with  the  quarter  in  which  such 
month  occurred. 

For  purposes  of  subparagraph  (B)  of  this  paragraph,  when  the 
number  of  quarters  in  any  period  is  an  odd  number,  such  number  shall 
be  reduced  by  one,  and  for  purposes  of  subparagraphs  (B)  and  (C)  a 
quarter  shall  not  be  counted  as  part  of  any  period  if  any  part  of  such 
quarter  was  included  in  a  prior  period  of  disability  unless  such  quarter 
was  a  quarter  of  coverage. 

(4)  [Kepealed.] 

Benefits  in  Case  of  Veterans 

Sec.  217. 

(a)  *  *  * 

(b)  (1)  Any  World  War  II  veteran  who  died  during  the  period  of 
three  years  immediately  following  his  separation  from  the  active  mili- 
tary or  naval  service  of  the  United  States  shall  be  deemed  to  have 
died  a  fully  insured  individual  whose  primary  insurance  amount  is 
the  amount  determined  under  section  215(c)  as  in  effect  in  December 
1978,  and  as  modified  by  the  application  of  section  215(a)  (6)  as  in 
effect  in  August  1981.  Notwithstanding  section  215(d)  as  in  effect  in 
December  1978,  the  primary  insurance  benefit  (for  purposes  of  section 
215(c)  as  in  effect  in  December  1978)  of  such  veteran  shall  be  deter- 
mined as  provided  in  this  title  as  in  effect  prior  to  the  enactment  of  this 
section,  except  that  the  1  per  centum  addition  provided  for  in  section 
209(e)  (2)  of  this  Act  as  in  effect  prior  to  the  enactment  of  this  section 
shall  be  applicable  only  with  respect  to  calendar  years  prior  to  1951. 
This  subsection  shall  not  be  applicable  in  the  case  of  any  monthly  bene- 
fit or  lump-sum  death  payment  if — 

(A)  a  larger  such  benefit  or  payment,  as  the  case  may  be,  would 
be  payable  without  its  application : 

(B)  any  pension  or  compensation  is  determined  bv  the  Vet- 
erans' Administration  to  be  pavable  by  it  on  the  basis  of  the  death 
of  such  veteran ; 

CC)  the  death  of  the  veteran  occurred  while  he  was  in  the  active 
military  or  naval  service  of  the  United  States ;  or 

(D)  such  veteran  has  been  discharged  or  released  from  the 
active  militarv  or  naval  service  of  the  United  States  subsequent 
to  July  26, 1951. 


607 


(2)  Upon  an  application  for  benefits  or  a  lump-sum  death  payment 
on  the  basis  of  the  wages  and  self -employment  income  of  any  World 
War  II  veteran,  the  Secretary  of  Health,  Education,  and  Welfare 
shall  make  a  decision  without  regard  to  paragraph  (1)  (B)  of  this  sub- 
section unless  he  has  been  notified  by  the  Veterans'  Administration 
that  pension  or  compensation  is  determined  to  be  payable  by  the  Vet- 
erans' Administration  by  reason  of  the  death  of  such  veteran.  The 
Secretary  of  Health,  Education,  and  Welfare  shall  thereupon  report 
such  decision  to  the  Veterans'  Administration.  If  the  Veterans'  Ad- 
ministration in  any  such  case  has  made  an  adjudication  or  thereafter 
makes  an  adjudication  that  any  pension  or  compensation  is  payable 
under  any  law  administered  by  it,  it  shall  notify  the  Secretary  of 
Health,  Education,  and  Welfare,  and  the  Secretary  shall  certify  no 
further  benefits  for  payment,  or  shall  recompute  the  amount  of  any 
further  benefits  payable,  as  may  be  required  by  paragraph  (1)  of  this 
subsection.  Any  payment  theretofore  certified  by  the  Secretary  of 
Health,  Education,  and  Welfare  on  the  basis  of  paragraph  (1)  of  this 
subsection  to  any  individual,  not  exceeding  the  amount  of  any  accrued 
pension  or  compensation  payable  to  him  by  the  Veterans'  Administra- 
tion, shall  (notwithstanding  the  provisions  of  section  3101  of  title  38, 
United  States  Code)  be  deemed  to  have  been  paid  to  him  by  such 
Administration  on  account  of  such  accrued  pension  or  compensation. 
No  such  payment  certified  by  the  Secretary  of  Health,  Education,  and 
Welfare,  and  no  payment  certified  by  him  for  any  month  prior  to  the 
first  month  for  which  any  pension  or  compensation  is  paid  by  the 
Veterans'  Administration  shall  be  deemed  by  reason  of  this  subsection 
to  have  been  an  erroneous  payment. 

*  *  *  *  *  *  * 

Rehabilitation  Services 

Referral  for  Rehabilitation  Services 

Sec,  222.  (a)  *  *  * 

[Costs  of  Rehabilitation  Services  From  Trust  Funds 

[(d)  For  the  purpose  of  making  vocational  rehabilitation  services 
more  readily  available  to  disabled  individuals  who  are — 

[(A)  entitled  to  disability  insurance  benefits  under  section  223, 

or 

[(B)  entitled  to  child's  insurance  benefits  under  section  202 

(d)  after  having  attained  age  18  (and  are  under  a  disability),  or 
[(C)  entitled  to  widow's  insurance  benefits  under  section  202 

(e)  prior  to  attaining  age  60,  or 

[(D)  entitled  to  widower's  insurance  benefits  under  section  202 

(f)  prior  to  attaining  age  60, 

to  the  end  that  savings  will  result  to  the  Trust  Fund  as  a  result  of 
rehabilitating  the  maximum  number  of  such  individuals  into  produc- 
tive activity,  there  are  authorized  to  be  transferred  from  the  Trust 
Funds  such  sums  as  may  be  necessary  to  enable  the  Secretary  to  pay 
the  costs  of  vocational  rehabilitation  services  for  such  individuals 
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(including  (i)  services  during  their  waiting  periods,  and  (ii)  so  much 
of  the  expenditures  for  the  administration  of  any  State  plan  as  is 
attributable  to  carrying  out  this  subsection)  ;  except  that  the  total 
amount  so  made  available  pursuant  to  this  subsection  may  not 

exceed — 

|[(i)  1  percent  in  the  fiscal  year  ending  June  30,  1972, 
[(ii)  1.25  percent  in  the  fiscal  year  ending  June  30,  1973, 
[(iii)  1.5  percent  in  the  fiscal  year  ending  June  30.  1974,  and 

thereafter, 

of  the  total  of  the  benefits  under  section  202(d)  for  children  who 
have  attained  age  18  and  are  under  a  disability,  the  benefits  under 
section  202(e)  for  widows  and  surviving  divorced  wives  who  have 
not  attained  age  60  and  are  under  a  disability,  the  benefits  under 
section  202(f)  for  widowers  who  have  not  attained  age  60,  and  the 
benefits  under  section  223,  which  were  certified  for  payment  in  the 
preceding  year.  The  selection  of  individuals  (including  the  order 
in  which  they  shall  be  selected)  to  receive  such  services  shall  be 
made  in  accordance  with  criteria  formulated  by  the  Secretary 
which  are  based  upon  the  effect  the  provision  of  such  services 
would  have  upon  the  Trust  Funds. 
[(2)  In  the  case  of  each  State  which  is  willing  to  do  so,  such  voca- 
tional rehabilitation  services  shall  be  furnished  under  a  State  plan 
for  vocational  rehabilitation  services  which — 

|T(A)  has  been  approved  under  section  5  of  the  Vocational  Re- 
habilitation Act, 

[(B)  provides  that,  to  the  extent  funds  provided  under  this 
subsection  are  adequate  for  the  purpose,  such  services  will  be 
furnished,  to  any  individual  in  the  State  who  meets  the  criteria 
prescribed  by  the  Secretary  pursuant  to  paragraph  (1),  with  rea- 
sonable promptness  and  in  accordance  with  the  order  of  selec- 
tion determined  under  such  criteria,  and 

[(C)  provides  that  such  services  will  be  furnished  to  any  indi- 
vidual without  regard  to  (i)  his  citizenship  or  place  of  residence, 
(ii)  his  need  for  financial  assistance  except  as  provided  in  regula- 
tions of  the  Secretary  in  the  case  of  maintenance  during  rehabili- 
tation, or  (iii)  anv  order  of  selection  which  would  otherwise  be 
followed  under  the  State  plan  pursuant  to  section  5(a)(4)  of 
the  Vocational  Rehabilitation  Act. 
[(3)  In  the  case  of  any  State  which  does  not  have  a  plan  which 
meets  the  requirements  of  paragraph  (2),  the  Secretary  may  provide 
such  services  bv  agreement  or  contract  with  other  public  or  private 
agencies,  organizations,  institutions,  or  individuals.  # 

I"(4)  Payments  under  this  subsection  may  be  made  m  installments, 
and  in  advance  or  by  way  of  reimbursement,  with  necessary  adjust- 
ments on  account  of  overpavments  or  underpayments. 

[(5)  Monev  paid  from  the  Trust  Funds  uder  this  subsection  to  pay 
the  costs  of  providiTw  services  to  individuals  who  are  entitled  to  bene- 
SSr  s^ion  223  (including  services  ^^^ff^ 
riods) ,  or  who  are  entitled  to  benefits  under  section  202 (d)  on  the  basis 
of  the  wages  and  self-emolovment  income  of  such  individuals  shall  be 
charged  to  the  Federal  Disabilitv  Insurance  Trust  Fund,  and  all  other 
S^paidSit  from  the  Trust  Funds  under  this  subsection  shall  be 
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charged  to  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund. 
The  Secretary  shall  determine  according  to  such  methods  and  pro- 
cedures as  he  may  deem  appropriate — 

[(A)  the  total  cost  of  the  services  provided  under  this  subsec- 
tion, and 

[(B)  subject  to  the  provisions  of  the  preceding  sentence,  the 
amount  of  such  cost  which  should  be  charged  to  each  of  such  Trust 
Funds. 

[(6)  For  the  purposes  of  this  subsection  the  term  "vocational  reha- 
bilitation services"  shall  have  the  meaning  assigned  to  it  in  the  Voca- 
tional Rehabilitation  Act,  except  that  such  services  may  be  limited  in 
type,  scope,  or  amount  in  accordance  with  regulations  of  the  Secretary 
designed  to  achieve  the  purposes  of  this  subsection.  J 

Disability  Insurance  Benefit  Payments 
Disability  Insurance  Benefits 

Sec.  223.  (a)  *  *  * 

Definitions  of  Insured  Status  and  Waiting  Period 

(c)  For  purposes  of  this  section — 

(1)  An  individual  shall  be  insured  for  disability  insurance 
benefits  in  any  month  if — 

(A)  he  would  have  been  a  fully  insured  individual  (as 
denned  in  section  214)  had  he  attained  age  62  and  filed  ap- 
plication for  benefits  under  section  202(a)  on  the  first  day 
of  such  month  £,and] ; 

(B)  (i)  he  had  not  less  than  20  quarters  of  coverage  during 
the  40-quarter  period  which  ends  with  the  quarter  in  which 
such  month  occurred,  or 

(ii)  if  such  month  ends  before  the  quarter  in  which  he  at- 
tains (or  would  attain)  age  31,  not  less  than  one-half  (and 
not  less  than  6)  of  the  quarters  during  the  period  ending 
with  the  quarter  in  which  such  month  occurred  and  begin- 
ning after  he  attained  age  21  were  quarters  of  coverage, 
or  (if  the  number  of  quarters  in  such  period  is  less  than  12) 
not  less  than  6  of  the  quarters  in  the  12-quarter  period  end- 
ing with  such  quarter  were  quarters  of  coverage ;  and 

(C)  he  had  not  less  than  six  quarters  of  coverage  during 
the  thirteen- quarter  period  which  ends  with  the  quarter  in 
which  such  month  occurred; 

except  that  the  provisions  of  subparagraph  (B)  of  this  para- 
graph shall  not  apply  in  the  case  of  an  individual  who  is  blind 
(within  the  meaning  of  "blindness"  as  defined  in  section  216 (i) 
(1)).  For  purposes  of  subparagraph  (B)  of  this  paragraph, 
when  the  number  of  quarters  in  any  period  is  an  odd  number,  such 
number  shall  be  reduced  by  one,  and  for  purposes  of  subpara- 
graphs (B)  and  (C)  a  quarter  shall  not  be  counted  as  part  of  any 
period  if  any  part  of  such  quarter  was  included  in  a  period  of  dis- 
ability unless  such  quarter  was  a  quarter  of  coverage. 

(2)  The  term  "waiting  period"  means,  in  the  case  of  any 
application  for  disability  insurance  benefits,  the  earliest  period  of 
five  consecutive  calendar  months — 
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(A)  throughout  which  the  individual  with  respect  to  whom 
such  application  is  filed  has  been  under  a  disability,  and 

(B)  (i)  which  begins  not  earlier  than  with  the  first  day  of 
the  seventeenth  month  before  the  month  in  which  such  ap- 
plication is  filed  if  such  individual  is  insured  for  disability 
insurance  benefits  in  such  seventeenth  month,  or  (ii)  if  he 
is  not  so  insured  in  such  month,  which  begins  not  earlier  than 
the  first  day  of  the  first  month  after  such  seventeenth  month 
in  which  he  is  so  insured. 

Notwithstanding  the  preceding  provisions  of  this  paragraph,  no 
waiting  period  may  begin  for  any  individual  before  January  1, 
1957. 

*  *  *  *  *  *  * 

Reduction  of  Benefits  Based  on  Disability  [on  Account  of  Receipt 
of  Workmen's  Compensation] 

Sec.  224.  (a)  If  for  any  month  prior  to  the  month  in  which  an  indi- 
vidual attains  the  age  of  [62]  65 — 

(1)  such  individual  is  entitled  to  benefits  under  section  223,  and 
[(2)  such  individual  is  entitled  for  such  month,  under  a  work- 
men's compensation  law  or  plan  of  the  United  States  or  a  State 
to  periodic  benefits  for  a  total  or  partial  disability  (whether  or 
not  permanent) ,  and  the  Secretary  has,  in  a  prior  month,  received 
notice  of  such  entitlement  for  such  month,] 

(2)  such  individual  is  entitled  for  such  month,  under  a  law  or 
plan  of  the  United  States,  a  State,  a  political  subdivision  (as  that 
term  is  used  in  section  218(b)  (2)),  or  an  instrumentality  of  two 
or  more  States  (as  that  ter-m  is  used  in  section  218(h) ,  to  periodic 
benefits  (other  than  benefits  payable  under  title  38,  United  States 
Code,  benefits  payable  under  a  program  of  assistance  which  is 
based  on  need,  benefits  based  on  service  all  or  part  of  which  was 
included  under  an  agreement  entered  into  by  a  State  and  the 
Secretary  under  section  218,  and  benefits  under  a  law  or  plan  of 
the  United  States  based  on  sercice  all,  or  substantially  all,  of 
which  is  employment  as  defined  in  section  210)  on  account  of  such 
individuals  total  or  partial  disability  (whether  or  not  perma- 
nent), 

the  total  of  his  benefits  under  section  223  for  such  month  and  of  any 
benefits  under  section  202  for  such  month  based  on  his  wages  and  self- 
employment  income  shall  be  reduced  (but  not  below  zero)  by  the 
amount  by  which  the  sum  of — 

(3)  such  total  of  benefits  under  sections  223  and  202  for  such 
month,  and 

(4)  such  periodic  benefits  payable  (and  actually  paid)  for  such 
month  to  such  individual  under  [the  workmen's  compensation  law 
or  plan,]  such  laws  or  plans, 

exceeds  the  higher  of — 

(5)  80  per  centum  of  his  "average  current  earnings",  or 

(6)  the  total  of  such  individual's  disability  insurance  benefits 
under  section  223  for  such  month  and  of  any  monthly  insurance 
benefits  under  section  202  for  such  month  based  on  his  wages  and 
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self-employment  income,  prior  to  reduction  under  this  section. 
In  no  case  snail  the  reduction  in  the  total  of  such  benefits  under  sec- 
tions 223  and  202  for  a  month  (in  a  continuous  period  of  months) 
reduce  such  total  below  the  sum  of — 

(7)  the  total  of  the  benefits  under  sections  223  and  202,  after 
reduction  under  this  section,  with  respect  to  all  persons  entitled 
to  benefits  on  the  basis  of  such  individual's  wages  and  self-employ- 
ment income  for  such  month  which  were  determined  for  such  in- 
dividual and  such  persons  for  the  first  month  for  which  reduction 
under  this  section  was  made  (or  which  would  have  been  so  deter- 
mined if  all  of  them  had  been  so  entitled  in  such  first  month) ,  and 

(8)  any  increase  in  such  benefits  with  respect  to  such  individual 
and  such  persons,  before  reduction  under  this  section,  which  is 
made  effective  for  months  after  the  first  month  for  which  reduc- 
tion under  this  section  is  made. 

For  purposes  of  clause  (5),  an  individual's  average  current  earnings 
means  the  largest  of  (A)  the  average  monthly  wage  (determined  under 
section  215(b)  as  in  effect  prior  to  January  1979)  used  for  purposes 
of  computing  his  benefits  under  section  223,  (B)  one-sixtieth  of  the 
total  of  his  wages  and  self -employment  income  (computed  without 
regard  to  the  limitations  specified  in  sections  209(a)  and  211(b)  (1) ) 
for  the  five  consecutive  calendar  years  after  1950  for  which  such  wages 
and  self -employment  income  were  highest,  or  (C)  one- twelfth  of  the 
total  of  his  wages  and  self -employment  income  (computed  without  re- 
gard to  the  limitations  specified  in  sections  209  (a)  and  211  (b)  (1) )  for 
the  calendar  year  in  which  he  had  the  highest  such  wages  and  income 
during  the  period  consisting  of  the  calendar  year  in  which  he  became 
disabled  (as  defined  in  section  223(d))  and  the  five  years  preceding 
that  year. 

(b)  If  any  periodic  benefit  [under  a  workmen's  compensation  law 
or  plan]  for  a  total  or  partial  disability  und,er  a  law  or  plain  described 
in  subsection  (a)  (2)  is  payable  on  other  than  a  monthly  basis  (ex- 
cluding a  benefit  payable  as  a  lump  sum  except  to  the  extent  that  it 
is  a  commutation  of,  or  a  substitute  for,  periodic  payments),  the  re- 
duction under  this  section  shall  be  made  at  such  time  or  times  and  in 
such  amounts  as  the  Secretary  finds  will  approximate  as  nearly  as 
practicable  the  reduction  prescribed  by  subsection  (a). 

(c)  Reduction  of  benefits  under  this  section  shall  be  made  after  any 
reduction  under  subsection  (a)  of  section  203,  but  before  deductions 
under  such  section  and  under  section  222(b). 

(d)  The  reduction  of  benefits  required  by  this  section  shall  not  be 
made  if  the  [workmen's  compensation]  law  or  plan  described  in  sub- 
section (a)  (2)  under  which  a  periodic  benefit  is  payable  provides  for 
the  reduction  threeof  when  anyone  is  entitled  to  benefits  under  this 
title  on  the  basis  of  the  wages  and  self -employment  income  of  an  indi- 
vidual entitled  to  benefits  under  section  223,'  and  such  law  or  plan  so 
provided  on  February  18, 1981. 

(e)  If  it  appears  to  the  Secretary  that  an  individual  may  be  eligible 
for  periodic  benefits  under  a  [workmen's  compensation]  law  or  plan 
which  would  give  rise  to  reduction  under  this  section,  he  may  require, 
as  a  condition  of  certification  for  payment  of  any  benefits  under  section 
223  to  any  individual  for  any  month  and  of  any  benefits  under  section 
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202  of  such  month  based  on  such  individual's  wages  and  self-employ- 
ment income,  that  such  individual  certify  (i)  whether  he  has  filed  or 
intends  to  file  any  claim  for  such  periodic  benefits,  and  (ii)  if  he  has  so 
filed,  whether  there  has  been  a  decision  on  such  claim.  The  Secretary 
may,  in  the  absence  of  evidence  to  the  contrary,  rely  upon  such  a  certifi- 
cation by  such  individual  that  he  has  not  filed  and  does  not  intend  to 
file  such  a  claim,  or  that  he  has  so  filed  and  no  final  decision  thereon 
has  been  made,  in  certifying  benefits  for  payment  pursuant  to  section 
205  (i). 

******* 
(h)(1)  Notwithstanding  any  other  provision  of  law,  the  head  of  any 
Federal  agency  shall  provide  such  information  within  its  possession 
as  the  Secretary  may  require  for  purposes  of  making  a  timely  de- 
termination of  the  amount  of  the  reduction,  if  any,  required  by  this 
section  in  benefits  payable  under  this  title,  or  verifying  other  infor- 
mation necessary  in  carrying  out  the  provisions  of  this  section. 

(2)  The  Secretary  is  authorized  to  enter  into  agreements  with 
States,  political  subdivisions,  and  other  organizations  that  administer 
a  law  or  plans  subject  to  the  provisions  of  this  section  in  order  to  obtain 
such  information  as  he  may  require  to  carry  out  the  provisions  of  this 
section. 

*  *  *  *  *  *  * 

International  Agreements 

Purpose  of  Agreement 

Sec.  233.  (a)  *  *  * 

Crediting  Periods  of  Coverage;  Conditions  of  Payment  of  Benefits 

(c)  (1)  Any  agreement  establishing  a  totalization  arrangement  pur- 
suant to  this  section  shall  provide — 

(A)  that  in  the  case  of  an  individual  who  has  at  least  6  quar- 
ters of  coverage  as  defined  in  section  213  of  this  Act  and  periods  of 
coverage  under  the  social  security  system  of  a  foreign  country 
which  is  a  party  to  such  agreement,  periods  of  coverage  of  such 
individual  under  such  social  security  system  of  such  foreign  coun- 
try may  be  combined  with  periods  of  coverage  under  this  title  and 
otherwise  considered  for  the  purposes  of  establishing  entitlement 
to  and  the  amount  of  old-age,  survivors,  and  disability  insurance 
benefits  under  this  title; 

(B)  (i)  that  employment  or  self -employment,  or  any  service 
which  is  recognized  as  equivalent  to  employment  or  self -employ- 
ment under  this  title  or  the  social  security  system  of  a  foreign 
country  which  is  a  party  to  such  agreement,  shall,  on  or  after  the 
effective  date  of  such  agreement,  result  in  a  period  of  coverage 
under  the  system  established  under  this  title  or  under  the  system 
established  under  the  laws  of  such  foreign  country,  but  not  under 
both,  and  (ii)  the  methods  and  conditions  for  determining  under 
which  system  employment,  self-employment,  or  other  service  shall 
result  in  a  period  of  coverage ;  and 

(C)  that  where  an  individual's  periods  of  coverage  are  com- 
bined, the  benefit  amount  payable  under  this  title  shall  be  based 
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on  the  proportion  of  such  individual's  periods  of  coverage  which 
was  completed  under  this  title. 
[(2)  Any  such  agreement  may  provide  that — 

[(A)  an  individual  who  is  entitled  to  cash  benefits  under  this 
title  shall,  notwithstanding  the  provisions  of  section  202 (t),  re- 
ceive such  benefits  while  he  resides  in  a  foreign  country  which  is 
a  party  to  such  agreement ;  and 

[(B)  the  benefit  paid  by  the  United  States  to  an  individual  who 
legally  resides  in  the  United  States  shall,  if  less  when  added  to  the 
benefit  paid  by  such  foreign  country  than  the  benefit  amount 
which  would  be  payable  to  an  entitled  individual  based  on  the 
first  figure  in  (or  deemed  to  be  in)  column  IV  of  the  table  in  sec- 
tion 215(a)  in  the  case  of  an  individual  becoming  eligible  for 
such  benefit  before  January  1,  1979,  or  based  on  a  primary  insur- 
ance amount  determined  under  section  215(a)  (1)  (C)  (i)  (I)  in 
the  case  of  an  individual  becoming  eligible  for  such  benefit  on  or 
after  that  date,  be  increased  so  that  the  total  of  the  two  benefits 
is  equal  to  the  benefit  amount  which  would  be  so  payable.]! 

(2)  Any  such  agreement  may  provide  that  an  individual  who  is 
entitled  to  cash  benefits  under  this  title  shall,  notwithstanding  the 
provisions  of  section  202 (t) ,  receive  suoh  benefits  while  he  resides  in  a 
f  oreign  country  which  is  a  party  to  such  agreement. 

*  *  *  *  *  *  * 

(3)  Section  226  shall  not  apply  in  the  case  of  any  individual  to 
whom  it  would  not  be  applicable  but  for  this  section  or  any  agreement 
or  regulation  under  this  section. 

(4)  any  such  agreement  may  contain  other  provisions  which  are 
not  inconsistent  with  the  other  provisions  of  this  title  and  which  the 
President  deems  appropriate  to  carry  out  the  purposes  of  this  section. 

TITLE  IV — GRANTS  TO  STATES  FOR  AID  AND  SERVICES 
TO  NEEDY  FAMILIES  WITH  CHILDREN  AND  FOR 
CHILD- WELFARE  SERVICES 

Part  A — Aid  to  Families  With  Dependent  Children 
Appropriation 

******* 

State  Plans  for  Aid  and  Services  to  Needy  Families  With 

Children 

Sec.  402.  (a)  A  State  plan  for  aid  and  services  to  needy  families 
with  children  must — 

(1)  provide  that  it  shall  be  in  effect  in  all  political  subdivisions 
of  the  State,  and,  if  administered  by  them,  be  mandatory  upon  them  ; 

(2)  provide  for  financial  participation  by  the  State ; 

(3)  either  provide  for  the  establishment  or  designation  of  a  single 
State  agency  to  administer  the  plan,  or  provide  for  the  establishment 
or  designation  of  a  single  State  agency  to  supervise  the  administration 
of  the  plan ; 

(4)  provide  for  granting  an  opportunity  for  a  fair  hearing  before 
the  State  agency  to  any  individual  whose  claim  for  aid  to  families  with 
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dependent  children  is  denied  or  is  not  acted  upon  with  reasonable 
promptness ; 

(5)  provide  such  methods  of  administration  (including  after 
January  1,  1940,  methods  relating  to  the  establishment  and  mainte- 
nance of  personnel  standards  on  a  merit  basis,  except  that  the  Secre- 
tary shall  exercise  no  authority  with  respect  to  the  selection,  tenure  of 
office,  and  compensation  of  any  individual  employed  in  accordance 
with  such  methods)  as  are  found  by  the  Secretary  to  be  necessary  for 
the  proper  and  efficient  operation  of  the  plan ;  and 

(6)  provide  that  the  State  agency  will  make  such  reports,  in  such 
form  and  containing  such  information,  as  the  Secretary  may  from 
time  to  time  require,  and  comply  with  such  provisions  as  the  Secretary 
may  from  time  to  time  find  necessary  to  assure  the  correctness  and 
verification  of  such  reports ; 

[(7)  except  as  may  be  otherwise  provided  in  clause  (8),  provide 
that  the  State  agency  shall,  in  determining  need,  take  into  considera- 
tion any  other  income  and  resources  of  any  child  or  relative  claiming 
aid  to  families  with  dependent  children,  or  of  any  other  individual 
(living  in  the  same  home  as  such  child  and  relative)  whose  needs  the 
State  determines  should  be  considered  in  determining  the  need  of  the 
child  or  relative  claiming  such  aid,  as  well  as  any  expenses  reasonably 
attributable  to  the  earning  of  any  such  income;] 

(7)  except  as  may  he  otherwise  provided  in  paragraph  (8)  or  (31), 
provide  that  the  State  agency — 

(A)  shall,  in  determining  need,  take  into  consideration  any 
other  income  and  resources  of  any  child  or  relative  claiming  aid  to 
families  with  dependent  children,  or  of  any  other  individual  (liv- 
ing in  the  same  home  as  such  child  and  relative)  whose  needs  the 
State  determines  should  he  considered  in  determining  the  need  of 
the  child  or  relative  claiming  such  aid; 

(B)  shall  determine  ineligible  for  aid  any  family  the  combined 
value  of  whose  resources  (reduced  by  any  obligations  or  debts  with 
respect  to  such  resources)  exceeds  $1,000  or  such  lower  amount  as 
the  State  may  determine,  hut  not  including  as  a  resource  for  pur- 
poses of  this  subparagraph  a  home  owned  and  occupied  by  sueh 
child,  relative,  or  other  individual  and  so  much  of  the  family  mem- 
bers ownership  interest  in  one  automobile  as  does  not  exceed  such 
amount  as  the  Secretary  may  prescribe;  and 

(C)  may,  in  the  case  of  a  family  claiming  or  receiving  aid  under 
this  part  for  any  month,  take  into  consideration  as  income  (to  the 
extent  the  State  determines  appropriate,  as  specified  in  such  plan, 
and  notwithstanding  any  other  provision  of  law)  — 

(i)  an  amount  not  to  exceed  the  value  of  the  family' 's 
monthly  allotment  of  food  stamp  coupons,  to  the  extent  such 
value  duplicates  the  amount  for  food  included  in  the  maxi- 
mum amount  that  would  be  payable  under  the  State  plan  to  a 
family  of  the  same  composition  with  no  other  income;  and 

(ii)  an  amount  not  to  exceed  the  value  of  any  rent  or  hous- 
ing subsbidy  provided  to  such  family,  to  the  extent  such  value 
duplicates  the  amount  for  housing  included  in  the  maximum 
amount  that  would  be  payable  under  the  State  plan  to  a  family 
of  the  same  composition  with  no  other  income; 
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[(8)  provide  that,  in  making  the  determination  under  clause  (7), 
the  State  agency — 

[(A)  shall  with  respect  to  any  month  disregard — 

[(i)  all  of  the  earned  income  of  each  dependent  child  re- 
ceiving aid  to  families  with  dependent  children  who  is  (as 
determined  by  the  State  in  accordance  with  standards  pre- 
scribed by  the  Secretary)  a  full-time  student  or  part-time 
student  who  is  not  a  full-time  employee  attending  a  school, 
college,  or  university,  or  a  course  of  vocational  or  technical 
training  designed  to  fit  him  for  gainful  employment,  and 
[(ii)  in  the  case  of  earned  income  of  a  dependent  child  not 
included  under  clause  (i),  a  relative  receiving  such  aid,  and 
any  other  individual  (living  in  the  same  home  as  such  rela- 
tive and  child)  whose  needs  are  taken  into  account  in  making 
such  determination,  the  first  $30  of  the  total  of  such  earned 
income  for  such  month  plus  one-third  of  the  remainder  of 
such  income  for  such  month  (except  that  the  provisions  of 
this  clause  (ii)  shall  not  apply  to  earned  income  derived  from 
participation  on  a  project  maintained  under  the  programs 
established  by  section  432(b)  (2)  and  (3));  and 
[(B)  (i)  may,  subject  to  the  limitations  prescribed  by  the 
Secretary,  permit  all  or  any  portion  of  the  earned  or  other  income 
to  be  set  aside  for  future  identifiable  needs  of  a  dependent  child, 
and  (ii)  may.  before  disregarding  the  amounts  referred  to  in  sub- 
paragraph (A)  and  clause  (i)  of  this  subparagraph,  disregard 
not  more  than  $5  per  month  of  any  income;  except  that,  with 
respect  to  any  month,  the  State  agency  shall  not  disregard  any 
earned  income  (other  than  income  referred  to  in  subparagraph 
(B))of— 

[(C)  any  one  of  the  persons  specified  in  clause  (ii)  of  subpara- 
graph (A)  if  such  person — 

[(i)  terminated  his  employment  or  reduced  his  earned  in- 
come without  good  cause  within  such  period  (of  not  less  than 
30  days)  preceding  such  month  as  may  be  prescribed  by  the 
Secretary;  or 

[(ii)  refused  without  good  cause,  within  such  period  pre- 
ceding such  month  as  may  be  prescribed  by  the  Secretary,  to 
accept  employment  in  which  he  is  able  to  engage  which  is 
offered  through  the  public  employment  offices  of  the  State,  or 
is  otherwise  offered  by  an  employer  if  the  offer  of  such  em- 
ployer is  determined  by  the  State  or  local  agency  administer- 
ing the  State  plan,  after  notification  by  him,  to  be  a  bona  fide 
offer  of  employment ;  or 
[(D)  any  of  such  persons  specified  in  clause  (ii)  of  subpara- 
graph (A)  if  with  respect  to  such  month  the  income  of  the  per- 
sons so  specified  (within  the  meaning  of  clause  (7) )  was  in  excess 
of  their  need  as  determined  by  the  State  agency  pursuant  to 
clause  (7)  (without  regard  to  clause  (8)).  unless,  for  any  one  of 
the  four  months  preceding  such  month,  the  needs  of  such  person 
were  met  by  the  furnishing  of  aid  under  the  plan :  or 

[(E)  any  of  the  persons  specified  in  clause  (ii)  of  subpara- 
graph (A)  with  respect  to  which  there  is  a  failure  without  good 
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cause  to  make  a  timely  report  (as  prescribed  by  the  State  plan) 
to  the  State  agency ;] 
(8)  (A)  provide  that,  with  respect  to  any  month,  in  making  the 
determination  under  paragraph  (7),  the  State  agency — 

(i)  shall  disregard  all  of  the  earned  income  of  each  dependent 
child  receiving  aid  to  families  with  dependent  children  who  is 
(as  determined  by  the  State  in  accordance  with  standards  pre- 
scribed by  the  Secretary)  a  full-time  student  or  a  part-time  stu- 
dent who  is  not  a  full-time  employee  attending  a  school,  college, 
or  university,  or  a  course  of  vocational  or  technical  training  de- 
signed to  fit  him  for  gainful  employment; 

(ii)  shall  disregard  from  the  earned  income  of  any  child  or 
relative  applying  for  or  receiving  aid  to  families  with  dependent 
children,  or  of  any  other  individual  (living  in  the  same  home  as 
such  relative  and  child)  whose  needs  are  taken  into  account  in 
making  such  determination,  the  first  $75  of  the  total  of  such 
earned  income  for  such  month  (or  such  lesser  amount  as  the 
Secretary  may  prescribe  in  the  case  of  an  individual  not  engaged 
in  full-time  employment  or  not  employed  throughout  the  month)  ; 

(Hi)  shall  disregard  from  the  earned  income  of  any  child,  rela- 
tive, or  other  individual  specified  in  clause  (ii),  an  amount  equal 
to  expenditures  for  care  in  such  month  for  a  dependent  child,  or 
an  incapacitated  individual  living  in  the  same  home  as  the  depend- 
ent child,  receiving  aid  to  families  with  dependent  children  and 
requiring  such  care  for  such  month,  to  the  extent  that  such  amount 
(for  each  such  dependent  child  or  incapacitated  individual)  does 
not  exceed  $160  (or  such  lesser  amount  as  the  Secretary  may  pre- 
scribe in  the  case  of  an  individual  not  engaged  in  full-time  em- 
ployment or  not  employed  throughout  the  month) ;  and 

u(iv)  shall  disregard  from  the  earned  income  of  any  child  or 
relative  receiving  aid  to  families  with  dependent  children,  or  of 
any  other  individual  living  in  the  same  home  as  such  relative 
and  child,  whose  needs  are  taken  into  account  in  making  such 
determination,  an  amount  equal  to  the  first  $30  of  the  total  of 
such  earned  income  not  already  disregarded  under  the  preced- 
ing provisions  of  this  paragraph  plus  one-third  of  the  remainder 
thereof  (but  excluding,  for  purposes  of  this  subparagraph,  earned 
income  derived  from  participation  on  a  project  maintained  under 
the  programs  established  by  section  432(b)(2)  and  (3));  and 
(B)  provide  that  (with  respect  to  any  month)  the  State  agency — 

(i)  shall  not  disregard,  under  clause  (ii),  (Hi),  or  (iv)  of  sub- 
paragraph (A),  any  earned  income  of  any  one  of  the  persons 
specified  in  subparagraph  (A)  (ii)  of  such  person — 

(/)  terminated  his  employment  or  reduced  his  earned  in- 
come without  good,  cause  within  such  period,  (of  not  less  than 
thirty  days)  preceding  such  month  as  may  be  prescribed  by 
the  Secretary; 

(II)  refused  without  good  cause,  within  such  period  pre- 
ceding such  month  as  may  be  prescribed  by  the  Secretary,  to 
accept  employment  in  which  he  is  able  to  engage  which  is 
offered  through  the  public  employment  offices  of  the  State,  or 
is  othencise  offered  by  an  employer  if  the  offer  of  such  em- 
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ployer  is  determined  by  the  State  or  local  agency  administer- 
ing the  State  plan,  after  notification  by  the  employer,  to  be  a 
bona  fide  offer  of  employment;  or 

(III)  failed  without  good  cause  to  make  a  timely  report  (as 
prescribed  by  the  State  plan  pursuant  to  paragraph  (H) )  to 
the  State  agency  of  earned  income  received  in  such  month; 
and 

(ii)  (I)  shall  not  disregard,  under  subparagraph  (A)  (iv),  any 
earned  income  of  any  of  the  persons  specified  in  subparagraph 
(A)  (ii),  if,  icith  respect  to  such  month,  the  income  of  the  persons 
so  specified  icas  in  excess  of  their  need,  as  determined  by  the  State 
agency  pursuant  to  paragraph  (7)  (without  regard  to  subpara- 
graph (A)  (iv)  of  this  paragraph) ,  unless  the  persons  received  aid 
under  the  plan  in  1  or  more  of  the  four  months  preceding  such 
month  and  subparagraph  (A)  (iv)  has  not  already  been  applied  to 
their  income  for  four  consecutive  months  while  they  were  re- 
ceiving aid  under  the  plan;  and 

(II)  in  the  case  of  the  earned  income  of  a,  person  with  respect 
to  tchom  subparagraph  (A)  (iv)  has  been  applied  for  four  con- 
secutive months,  shall  not  apply  the  provisions  of  subparagraph 
(A)  (iv)  for  so  long  as  he  continues  to  receive  aid  under  the  plan 
and  shall  not  apply  sueh  provisions  to  any  month  thereafter  until 
the  expiration  of  an  additianal  period  of  tivelve  consecutive 
months  during  which  he  is  not  a  recipient  of  sueh  aid; 

(9)  provide  safeguards  which  restrict  the  use  of  disclosure  of 
information  concerning:  applicants  or  recipients  to  purposes  directly 
connected  with  (A)  the  administration  of  the  plan  of  the  State  ap- 
proved under  this  part,  the  plan  or  program  of  the  State  under  [part 
B,  C,  or  Dl  part  G  or  D  of  this  title  or  under  title  I,  X,  XIV,  XVI. 
XIX.  or  XX,  or  the  supplemental  security  income  program  established 
by  title  XVI,  (B)  any  investigation,  prosecution,  or  criminal  or  civil 
proceeding,  conducted  in  connection  with  the  administration  of  any 
such  plan  or  program,  (C)  the  administration  of  any  other  Federal  or 
federally  assigned  program  which  provides  assistance,  in  cash  or  in 
kind,  or  services,  directly  to  individuals  on  the  basis  of  need,  and 
(D)  any  audit  or  similar  activity  conducted  in  connection  with  the 
administration  of  any  such  plan  or  program  by  any  governmental 
entity  which  is  authorized  by  law  to  conduct  such  audit  or  activity; 
nnd  the  safeguards  so  provided  shall  prohibit  disclosure,  to  any  com- 
mittee or  legislative  body  (other  than  an  entity  referred  to  in  clause 
CD)  with  respect  to  an  activity  referred  to  in  such  clause),  of  any 
information  which  identifies  by  name  or  address  any  such  applicant 
nr  recipient ; 

(10)  provide,  effective  July  1.  1951.  that  all  individuals  wishing:  to 
make  application  for  aid  to  families  with  dependent  children  shall 
have  opportunitv  to  do  so,  and  that  aid  to  families  with  dependent 
children  shall,  subiect  to  paragraphs  ( 25)  and  ( 26) ,  be  furnished  with 
reasonable  promptness  to  all  eligible  individuals; 

(11)  provide  for  prompt  notice  (including:  the  transmittal  of  all 
relevant  information)  to  the  Stnte  ohild  support  collection  agency 
(established  pursuant  to  part  D  of  this  title)  of  the  furnishing  of  aid 
to  families  with  dependent  children  with  respect  to  a  child  who  has 
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been  deserted  or  abandoned  by  a  parent  (including  a  child  born  out  of 
wedlock  without  regard  to  whether  the  paternity  of  such  child  has 
been  established) ; 

(12)  provide,  effective  October  1,  1950,  that  no  aid  will  be  fur- 
nished any  individual  under  the  plan  with  respect  to  any  period  with 
respect  to  which  he  is  receiving  old-age  assistance  under  the  State 
plan  approved  under  section  2  of  this  Act ; 

(13)  provide  that — 

(A)  except  as  provided  in  subparagraph  (B),  the  State  agency 
(i)  will  determine  a  family '«  eligibility  for  aid  for  a  month  on 
the  basis  of  the  family's  income,  composition,  resources,  and  other 
similar  relevant  circumstances  during  such  month,  and  (ii)  will 
determine  the  amount  of  such  aid  on  the  basis  of  the  income  and 
other  relevant  circumstances  in  the  first  or,  at  the  option  of  the 
State  but  only  where  the  Secretary  determines  it  to  be  appropri- 
ate, second  month  preceding  such  month;  and 

(B)  in  the  case  of  the  first  month,  or  at  the  option  of  the  State 
but  only  where  the  Secretary  determines  it  to  be  appropriate,  the 
first  and  second  months,  in  a  period  of  consecutive  months  for 
which  aid  is  payable,  the  State  agency  will  determine  the  amount 
of  aid  on  the  basis  of  the  family's  income  and  other  relevant  cir- 
cumstances in  such  first  or  second  month/ 

(H)  provide  that  the  State  agency  loill  require  each  family  to  which 
it  fur-nishes  aid  to  families  toith  dependent  children  (or  to  which  it 
would  provide  such  aid  but  for  paragraph  (22)  or  (32) )  to  report, 
as  a  condition  to  the  continued  receipt  of  such  aid  (or  to  continue  to  be 
deemed  to  be  a  recipient  of  such  aid),  each  month  to  the  State  agency 
on — 

(A )  the  income  received,  family  composition,  and  other  relevant 
circumstances  during  the  prior  month;  and 

(B)  the  income  and  resources  it  expects  to  receive,  or  any 
changes  in  circumstances  affecting  continued  eligibility  or  bene- 
fit amount,  that  it  expects  to  occur,  in  that  month  (or  in  future 
months) ; 

and  that,  in  addition  to  whatever  action  may  be  appropriate  based  on 
other  reports  or  information  received  by  the  State  agency,  the  State 
agency  will  take  prompt  action  to  adjust  the  amount  of  assistance  pay- 
able, as  may  be  appropriate,  on  the  basis  of  the  information  contained 
in  the  report  (or  upon  the  failure  of  the  family  to  furnish  a  timely 
report) ,  and  will  give  an  appropriate  explanatory  notice,  concurrent 
ivith  its  action,  to  the  family: 

(15)  provide  [as  part  of  the  program  of  the  State  for  the  provision 
of  services  under  title  XX]  (A)  for  the  development  of  a  program, 
for  each  appropriate  relative  and  dependent  child  receiving  aid  under 
the  plan  and  for  each  appropriate  individual  (living  in  the  same 
home  as  a  relative  and  child  receiving  such  aid)  whose  needs  are 
taken  into  account  in  making  the  determination  under  clause  (7),  for 
preventing  or  reducing  the  incidence  of  births  out  of  wedlock  and 
otherwise  strengthening  family  life,  and  for  implementing  such  pro- 
gram by  assuring  that  in  all  appropriate  cases  (including  minors  who 
can  be  considered  to  be  sexually  active)  family  planning  services  are 
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offered  to  them  and  are  provided  promptly  (directly  or  under  arrange- 
ments with  others)  to  all  individuals  voluntarily  requesting  such 
services,  but  acceptance  of  family  planning  services  provided  under 
the  plan  shall  be  voluntary  on  the  part  of  such  members  and  indi- 
viduals and  shall  not  be  a  prerequisite  to  eligibility  for  or  the  receipt 
of  any  other  service  under  the  plan;  and  (B)  to  the  extent  that  serv- 
ices provided  under  this  clause  [or  clause  (14)]  are  furnished  by  the 
staff  of  the  State  agency  or  the  local  agency  administering  the  State 
plan  in  each  of  the  political  subdivisions  of  the  State,  for  the  estab- 
lishment of  a  single  organizational  unit  in  such  State  or  local  agency, 
as  the  case  may  be,  responsible  for  the  furnishing  of  such  services ; 

(16)  provide  that  where  the  State  agency  has  reason  to  believe  that 
the  home  in  which  a  relative  and  child  receiving  aid  reside  is  unsuit- 
able for  the  child  because  of  the  neglect,  abuse,  or  exploitation  of  such 
child  it  shall  bring  such  condition  to  the  attention  of  the  appropriate 
court  or  law  enforcement  agencies  in  the  State,  providing  such  data 
with  respect  to  the  situation  it  may  have ; 

(17)  provide  that  if  a  person  specified  in  paragraph  (8)  (A)  (i) 
or  (ii)  receives  in  any  month  an  amount  of  income  which,  together 
with  all  other  income  for  that  month  not  excluded  under  paragraph 
(8),  exceeds  the  State's  standard  of  need  applicable  to  the  family  of 
'which  he  is  a  member — 

(A)  such  amount  of  income  shall  be  considered  income  to  such 
individual  in  the  month  received,  and  the  family  of  which  such 
person  is  a  member  shall  be  ineligible  for  aid  under  the  plan  for 
the  whole  number  of  months  that  equals  (i)  the  sum  of  such 
amount  and  all  other  income  received  in  such  month,  not  excluded 
under  paragraph  (8),  divided  by  (ii)  the  standard  of  need  appli- 
cable to  such  family,  and 

(B)  any  income  remaining  (which  amount  is  less  than  the 
applicable  monthly  standard)  shall  be  treated  as  income  received 
in  the  first  month  following  the  period  of  ineligibility  specified  in 
subparagraph  (A); 

(18)  provide  that  no  family  shall  be  eligible  for  aid  under  the  plan 
for  any  month  if,  for  that  month,  the  total  income  of  the  family  (other 
than  payments  under  the  plan) ,  without  application  of  paragraph  (8) , 
exceeds  ISO  percent  of  the  State's  standard  of  need  for  a  family  of  the 
same  composition; 

(19)  provide — 

(A)  that  every  individual,  as  a  condition  of  eligibility  for  aid 
under  this  part,  shall  register  for  manpower  services,  training, 
employment,  and  other  employment-related  activities  (including 
employment  search,  not  to  exceed  eight  weeks  in  total  in  each 
year)  with  the  Secretary  of  Labor  as  provided  by  regulations 
issued  by  him,  unless  such  individual  is — 

[(i)  a  child  who  is  under  age  16  or  attending  school  full 
time ;  J 

(i)  a  child  who  is  under  age  16  or  attending,  full-time,  an 
elementary,  secondary,  or  vocational  (or  technical)  school; 

(ii)  a  person  who  is  ill,  incapacitated,  or  of  advanced  age; 

(iii)  a  person  so  remote  from  a  work  incentive  project 
that  his  effective  participation  is  precluded; 
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(iv)  a  person  whose  presence  in  the  home  is  required  be- 
cause of  illness  or  incapacity  of  another  member  of  the  house- 
hold; 

[(v)  a  mother  or  other  relative  of  a  child  under  the  age  of 
six  who  is  caring  for  the  child ;] 

(v)  the  parent  or  other  relative  of  a  child  under  the  age  of 
six  who  is  personally  providing  care  for  the  child  with  only 
very  brief  and  infrequent  absences  from  the  child: 

(vi)  the  [mother  or  other  female  caretaker  of  a  child,  if 
the  father  or  another  adult  male  relative]  parent  or  other 
caretaker  of  a  child  who  is  deprived  of  parental  support  or 
care  by  reason  of  the  death,  continued  absence  from  the  home, 
or  physical  or  mental  incapacity  of  a  parent,  if  another  adult 
relative  is  in  the  home  and  not  excluded  by  clause  (i),  (ii), 
(iii),  or  (iv)  of  this  subparagraph  (unless  he  has  failed  to 
register  as  required  by  this  subparagraph,  or  has  been  found 
by  the  Secretary  of  Labor  to  have  refused  without  good  cause 
to  participate  under  a  work  incentive  program  or  accept  em- 
ployment as  described  in  subparagraph  (F)  of  this  para- 
graph) ;  [or] 

(vii)  a  person  who  is  working  not  less  than  30  hours  per 
week;  or 

(viii)  the  parent  of  a  child  who  is  deprived  of  parental 
support  or  care  by  reason  of  the  unemployment  of  a  parent, 
if  the  other  parent  {who  is  the  principal  earner,  as  defined  in 
section  407(d))  is  not  excluded  by  the  preceding  clauses  of 
this  subparagraph; 

and  that  any  individual  referred  to  in  clause  (v)  shall  be  advised 
of  [her]  his  option  to  register,  if  [she]  he  so  desires,  pursuant  to 
this  paragraph,  and  shall  be  informed  of  the  child  care  services  (if 
any)  which  will  be  available  to  [her]  him  in  the  event  [she]  he 
should  decide  so  to  register ; 

(B)  that  aid  to  families  with  dependent  children  under  the  plan 
will  not  be  denied  by  reason  of  such  registration  or  the  individual's 
certification  to  the  Secretary  of  Labor  under  subparagraph  (G) 
of  this  paragraph,  or  by  reason  of  an  individual's  participation 
on  a  project  under  the  program  established  by  section  432(b) 
(2)  or  (3) ; 

(C)  for  arrangements  to  assure  that  there  will  be  made  a 
non-Federal  contribution  to  the  work  incentive  programs  estab- 
lished by  part  C  by  appropriate  agencies  of  the  State  or  private 
organizations  of  10  per  centum  of  the  cost  of  such  programs,  as 
specified  in  section  435(b) ; 

(D)  that  (i)  training  incentives  authorized  under  section 
434  shall  be  disregarded  in  determining  the  needs  of  an  individual 
under  section  402(a)  (7) ,  and  (ii)  in  determining  such  individual's 
needs  the  additional  expenses  attributable  to  his  participation  in 
a  program  established  by  section  432(b)  (2)  or  (3)  shall  be  taken 
into  account; 

(E)  [Repealed]. 

(F)  that  if  (and  for  such  period  as  is  prescribed  under  joint 
regulations  of  the  Secretary  and  the  Secretary  of  Labor)  any 
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child,  relative  or  individual  has  been  found  by  the  Secretary  of 
Labor  under  section  433(g)  to  have  refused  without  good  cause 
to  participate  under  a  work  incentive  program  established  by  part 
C  with  respect  to  which  the  Secretary  of  Labor  has  determined 
his  participation  is  consistent  with  the  purposes  of  such  part  C, 
or  to  have  refused  without  good  cause  to  accept  employment  in 
which  he  is  able  to  engage  wliich  is  ottered  through  the  public 
employment  offices  of  the  State,  or  is  otherwise  ottered  by  an  em- 
ployer if  the  otter  of  such  employer  is  determined,  after  notifica- 
tion by  him,  to  be  a  bona  fide  otter  of  employment — 

(i)  if  the  relative  makes  such  refusal,  such  relative's  needs 
shall  not  be  taken  into  account  in  making  the  determination 
under  clause  (7),  and  aid  for  any  dependent  child  in  the 
family  in  the  form  of  payments  of  the  type  described  in 
section  406(b)(2)  (which  in  such  a  case  shall  be  without 
regard  to  clauses  (A)  through  (E)  thereof)  [or  section  408] 
will  be  made; 

(ii)  if  the  parent  who  has  been  designated  as  the  principal 
earner,  for  purposes  of  section  407,  makes  such  refusal,  aid 
will  be  denied  to  all  members  of  the  family; 

C(ii)l  aid  with  respect  to  a  dependent  child  will  be 
denied  if  a  child  who  is  the  only  child  receiving  aid  in  the 
family  makes  such  refusal ; 

[(iii)]  (iv)  if  there  is  more  than  one  child  receiving  aid 
in  the  family,  aid  for  any  such  child  will  be  denied  (and  his 
needs  will  not  be  taken  into  account  in  making  the  deter- 
mination under  clause  (7) )  if  that  child  makes  such  refusal; 
and 

C(iy)3  (v)  if  sucn  individual  makes  such  refusal,  such 
individual's  needs  shall  not  be  taken  into  account  in  making 
the  determination  under  clause  (7) ; 
(G)  that  the  State  agency  will  have  in  effect  a  special  program 
which  (i)  will  be  administered  by  a  separate  administrative  unit 
(which  will,  to  the  maximum  extent  feasible,  be  located  in  the 
same  facility  as  that  utilized  for  the  administration  of  programs 
established  pursuant  to  section  432(b)  (1),  (2),  or  (3))  and  the 
employees  of  which  will,  to  the  maximum  extent  feasible,  per- 
form services  only  in  connection  with  the  administration  of  such 
program,  (ii)  will  provide  (through  arrangements  with  others 
or  otherwise)  for  individuals  who  have  been  registered  pursuant 
to  subparagraph  (A)  of  this  paragraph  (I)  in  accordance  with 
the  order  of  priority  listed  in  section  433(a),  such  health,  voca- 
tional rehabilitation,  counseling,  child  care,  and  other  social  and 
supportive  services  as  are  necessary  to  enable  such  individuals 
to  accept  employment  or  receive  manpower  training  provided 
under  section  432(b)  (1),  (2),  or  (3),  and  will,  when  arrange- 
ments have  been  made  to  provide  necessary  supportive  services, 
including  child  care,  certify  to  the  Secretary  of  Labor  those  in- 
dividuals who  are  ready  for  employment  or  training  under  sec- 
tion 432(b)  (1),  (2),  or  (3),  (II)  such  social  and  supportive 
services  as  are  necessary  to  enable  such  individuals  as  determined 
appropriate  by  the  Secretary  of  Labor  actively  to  engage  in  other 
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employment-related  (including  but  not  limited  to  employment 
search)  activities,  as  well  as  timely  payment  for  necessary  em- 
ployment search  expenses,  and  (III)  for  a  period  deemed  ap- 
propriate by  the  Secretary  of  Labor  after  such  an  individual 
accepts  employment,  such  social  and  supportive  services  as  are 
reasonable  and  necessary  to  enable  him  to  retain  such  employ- 
ment, (iii)  will  participate  in  the  development  of  operational 
and  employability  plans  under  section  433(b)  ;  and  (iv)  provides 
for  purposes  of  clause  (ii),  that,  when  more  than  one  kind  of 
child  care  is  available,  the  mother  may  choose  the  type,  but  she 
may  not  refuse  to  accept  child  care  services  if  they  are  available ; 
and 

(H)  that  an  individual  participating  in  employment  search 
activities  shall  not  be  referred  to  employment  opportunities  which 
do  not  meet  the  criteria  for  appropriate  work  and  training  to 
which  an  individual  may  otherwise  be  assigned  under  section 
432(b)  (1),  (2), or  (3); 
£(20)  provide  that  the  State  has  in  effect  a  State  plan  for  foster  care 
and  adoption  assistance  approved  under  part  E  of  this  title ;] 
{21)  provide — 

(A)  that,  for  purposes  of  this  part,  participation  in  a  strike 
ithall  not  constitute  good  cause  to  leave,  or  to  refuse  to  seek  or 

•"s^ept  employment;  and 

(B)  (i)  that  aid  to  families  with  dependent  children  is  not  pay- 
able to  a  family  for  any  month  in  which  any  caretaker  relative 
with  whom  the  child  is  living  is,  on  the  last  day  of  such  month* 
participating  in  a  strike,  and  (ii)  that  no  individual's  needs  shall 
be  included  in  determining  ths  amount  of  aid  payable  for  any 
month  to  a  family  under  the  plan  if,  on  the  last  day  of  such 
month,  such  individual  is  participating  in  a  strike; 

(22)  provide  that  the  /State  agency  will  promptly  take  all  necessary 
steps  to  correct  any  overpayment  or  underpayment  of  aid  under  the 
State  plan  and,  in  the  case  of — 

(A)  an  overpayment  to  an  individual  who  is  a  current  re- 
cipient of  such  aid,  recovery  will  be  made  by  repayment  by  the 
individual  or  by  reducing  the  amount  of  any  future  aid  payable 
to  the  family  of  which  lie  is  a  member,  except  that  such  recovery 
shall  not  result  in  the  reduction  of  aid  payable  for  any  month, 
such  that  the  aid,  when  added  to  such  family's  liquid  resources 
and  to  its  income  (without  application  of  paragraph  (8)),  is  less 
than  90  percent  of  the  amount  payable  under  the  State  plan  to 
a  family  of  the  same  composition  with  no  other  income  (and,  in 
the  case  of  an  individual  to  whom  no  payment  is  made  for  a  month 
solely  by  reason  of  recovery  of  an  overpayment,  such  individual 
shall  be  deemed  to  be  a  recipient  of  aid  for  such  month) ; 

(B)  an  overpayment  to  any  individual  who  is  no  longer  receiv- 
ing aid  under  the  plan,  recovery  shall  be  made  by  appropriate 
action  under  State  law  against  the  income  or  resources  of  the  in- 
dividual or  the  family ;  and 

(G)  an  underpayment,  the  corrective  payment  shall  be  disre- 
garded in  determining  the  income  of  the  family,  and  shall  be  dis- 
regarded in  determining  its  resources  in  the  month  the  corrective 
payment  is  made  and  in  the  following  month; 
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(23)  provide  that  by  July  1, 1969,  the  amounts  used  by  the  State  to 
determine  the  needs  of  individuals  will  have  been  adjusted  to  reflect 
fully  changes  in  living  costs  since  such  amounts  were  established,  and 
any  maximums  that  the  State  imposes  on  the  amount  of  aid  paid  to 
families  will  have  been  proportionately  adjusted; 

(24)  provide  that  if  an  individual  is  receiving  benefits  under  title 
XVI,  then,  for  the  period  for  which  such  benefits  are  received,  such 
individual  shall  not  be  regarded  as  a  member  of  a  family  for  purposes 
of  determining  the  amount  of  the  benefits  of  the  family  under  this  title 
and  his  income  and  resources  shall  not  be  counted  as  income  and  re- 
sources of  a  family  under  this  title; 

(25)  provide  (A)  that,  as  a  condition  of  eligibility  under  the  plan, 
each  applicant  for  or  recipient  of  aid  shall  furnish  to  the  State  agency 
his  social  security  account  number  (or  numbers,  if  he  has  more  than 
one  such  number),  and  (B)  that  such  State  agency  shall  utilize  such 
account  numbers,  in  addition  to  any  other  means  of  identification  it 
may  determine  to  employ  in  the  administration  of  such  plan ; 

(26)  provide  that,  as  a  condition  of  eligibility  for  aid,  each  applicant 
or  recipient  will  be  required — 

(A)  to  assign  the  State  any  rights  to  support  from  any  other 
person  such  applicant  may  have  (i)  in  his  own  behalf  or  in  behalf 
of  any  other  family  member  for  whom  the  applicant  is  applying 
for  or  receiving  aid,  and  (ii)  which  have  accrued  at  the  time  such 
assignment  is  executed, 

(B)  to  cooperate  with  the  State  (i)  in  establishing  the  pater- 
nity of  a  child  born  out  of  wedlock  with  respect  to  whom  aid  is 
claimed,  and  (ii)  in  obtaining  support  payments  for  such  appli- 
cant and  for  a  child  with  respect  to  whom  such  aid  is  claimed,  or 
in  obtaining  any  other  payments  or  property  due  such  applicant 
or  such  child,  unless  (in  either  case)  such  applicant  or  recipient  is 
found  to  have  good  cause  for  refusing  to  cooperate  as  determined 
by  the  State  agency  in  accordance  with  standards  prescribed  by 
the  Secretary,  which  standards  shall  take  into  consideration  the 
best  interests  of  the  child  on  whose  behalf  aid  is  claimed;  and 
that  if  the  relative  with  whom  a  child  is  living  is  found  to  be 
ineligible  because  of  failure  to  comply  with  the  requirements  of 
subparagraphs  (A)  and  (B)  of  this  paragraph,  any  aid  for  which 
such  child  is  eligible  will  be  provided  in  the  form  of  protective 
payments  as  described  in  section  406(b)  (2)  (without  regard  to 
subparagraphs  (A)  through  (E)  of  such  section) ; 

(27)  provide  that  the  State  has  in  effect  a  plan  approved  under 
part  D  and  operate  a  child  support  program  in  conformity  with  such 
plan  ; 

(28)  provide  that,  in  determining  the  amount  of  aid  to  which  an 
eligible  family  is  entitled,  any  portion  of  the  amounts  collected  in  any 
particular  month  as  child  support,  pursuant  to  a  plan  approved  under 
part  D,  and  retained  by  the  State  under  section  457,  which  (under  the 
State  plan  approved  under  this  part  as  in  effect  both  during  July  1975 
and  during  that  particular  month)  would  not  have  caused  a  reduction 
in  the  amount  of  aid  paid  to  the  family  if  such  amounts  had  been  paid 
directly  to  the  family,  shall  be  added  to  the  amount  of  aid  otherwise 
payable  to  such  family  under  the  State  plan  approved  under  this 
part; 
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(29)  effective  October  1,  1979,  provide  that  wage  information 
available  from  the  Social  Security  Administration  under  the  provi- 
sions of  section  411  of  this  Act,  and  wage  information  available  (un- 
der the  provisions  of  section  3304(a)  (16)  of  the  Federal  Unemploy- 
ment Tax  Act)  from  agencies  administering  State  unemployment, 
compensation  laws,  shall  be  requested  and  utilized  to  the  extent  per- 
mitted under  the  provisions  of  such  sections;  except  that  the  State 
shall  not  be  required  to  request  such  information  from  the  Social 
Security  Administration  where  such  information  is  available  from  the 
agency  administering  the  State  unemployment  compensation  laws; 
[and] 

(30)  at  the  option  of  the  State,  provide  for  the  establishment  and 
operation,  in  accordance  with  an  (initial  and  annually  updated)  ad- 
vance automatic  data  processing  planning  document  approved  under 
subsection  (d),  of  an  automated  statewide  management  information 
system  designed  effectively  and  efficiently,  to  assist  management  in 
the  administration  of  the  State  plan  for  aid  to  families  with  depend- 
ent children  approved  under  this  part,  so  as  (  A)  to  control  and  account 
for  (i)  all  the  factors  in  the  total  eligibility  determination  process 
under  such  plan  for  aid  (including  but  not  limited  to  (I)  identifiable 
correlation  factors  (such  as  social  security  numbers,  names,  dates  of 
birth,  home  addresses,  and  mailing  addresses  (including  postal  ZIP 
codes),  of  all  applicants  and  recipients  of  such  aid  and  the  relative 
with  whom  any  child  who  is  such  an  applicant  or  recipient  is  living) 
to  assure  sufficient  compatibility  among  the  systems  of  different  juris- 
dictions to  permit  periodic  screening  to  determine  whether  an  indi- 
vidual is  or  has  been  receiving  benefits  from  more  than  one  jurisdic- 
tion, (II)  checking  records  of  applicants  and  recipients  of  such  aid 
on  a  periodic  basis  with  other  agencies,  both  intro-  and  inter- State, 
for  determination  and  verification  of  eligibility  and  payment  pursuant 
to  requirements  imposed  by  other  provisions  of  this  Act),  (ii)  the 
costs,  quality,  and  delivery  of  funds  and  services  furnished  to  appli- 
cants for  and  recipients  of  such  aid,  (B)  to  notify  the  appropriate 
officials  of  child  support,  food  stamp,  social  service,  and  medical 
assistance  programs  approved  under  title  XIX  whenever  the  case 
becomes  ineligible  or  the  amount  of  aid  or  services  is  changed,  and  (C) 
to  provide  for  security  against  unauthorized  access  to,  or  use  of,  the 
data  in  such  system  [.]  / 

(SI)  provide  that,  in  making  the  determination  for  any  month  under 
paragraph  (7),  the  State  agency/  shall  take  into  consideration  so  much 
of  the  income  of  the  dependent  child 's  stepparent  living  in  the  same 
home  as  such  child  as  exceeds  the  sum  of  (A)  the  first  $75  of  the  total 
of  such  stepparents  earned  income  for  such  month  (or  such  lesser 
amount  as  the  Secretary  may  prescribe  in  the  case  of  an  individual  not 
engaged  in  full-time  employment  or  not  employed  throughout  the 
month) ,  (B)  the  Staters  standard  of  need  under  such  plan  for  a  family 
of  the  same  composition  as  the  stepparent  and  those  other  individuals 
living  in  the  same  household  as  the  dependent  child  and  claimed  by 
such  stepparent  as  dependents  for  purposes  of  determining  his  Federal 
personal  income  tax  liability  but  whose  needs  are  not  taken  into  ac- 
count in  making  the  determination  under  paragraph  (7) ,  (C)  amounts 
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paid  by  the  stepparent  to  individuals  not  living  in  such  household 
and  claimed  by  him  as  dependents  for  purposes  of  determining  his 
Federal  personal  income  tax  liability,  and  (D)  payments  by  such  step- 
parent of  alimony  or  child  support  with  respect  to  individuals  not  liv- 
ing in  such  household;  and 

(32)  provide  that  no  payment  of  aid  shall  be  made  under  the  plan 
for  any  month  if  the  amount  of  such  payment,  as  determined  in  ac- 
cordance with  the  applicable  provisions  of  the  plan  and  of  this  part, 
would  be  less  than  $10,  but  an  individual  ivith  respect  to  whom  a  pay- 
ment of  aid  under  the  plan  is  denied  solely  by  reason  of  this  paragraph 
is  deemed  to  be  a  recipien  t  of  aid  but  shall  not  be  eligible  to  participate 
in  a  community  work  experience  program. 

(b)  The  Secretary  shall  approve  any  plan  which  fulfills  the  condi- 
tions specified  in  subsection  (a),  except  that  he  shall  not  approve  any 
plan  which  imposes  as  a  condition  of  eligibility  for  aid  to  families 
with  dependent  children  a  residence  requirement  which  denies  aid 
with  respect  to  any  child  residing  in  the  State  (1)  who  has  resided  in 
the  State  for  one  year  immediately  preceding  the  application  for  such 
aid,  or  (2)  who  was  born  within  one  year  immediately  preceding  the 
application,  if  the  parent  or  other  relative  with  whom  the  child  is  liv- 
ing has  resided  in  the  State  for  one  year  immediately  preceding  the 
birth. 

(c)  The  Secretary  shall,  on  the  basis  of  his  review  of  the  reports 
received  from  the  States  under  clause  (15)  of  subsection  (a),  compile 
such  data  as  he  believes  necessary  and  from  time  to  time  publish  his 
findings  as  to  the  effectiveness  of  the  programs  developed  and  admin- 
istered by  the  States  under  such  clause.  The  Secretary  shall  annually 
report  to  the  Congress  (with  the  first  such  report  being  made  on  or 
before  July  1,  1970)  on  the  programs  developed  and  administered  by 
each  State  under  such  clause  (15) . 

[(d)  (1)  For  purposes  of  paragraphs  (7)  and  (8)  of  subsection  (a), 
any  refund  of  Federal  income  taxes  made  by  reason  of  section  43  of 
the  Internal  Revenue  Code  of  1954  (relating  to  earned  income  credit) 
and  any  payment  made  by  an  employer  under  section  3507  of  such 
Code  (relating  to  advance  payment  of  earned  income  credit)  shall 
be  considered  earned  income.] 

(d)  (1)  For  purposes  of  this  part,  an  individual's  "income"  shall  also 
include,  to  the  extent  and  under  the  circumstances  prescribed  by  the 
Secretary,  an  amount  (ivhich  shall  be  treated  as  earned  income  for 
purposes  of  this  part)  equal  to  the  earned  income  advance  amount 
(under  section  3507(a)  of  the  Internal  Revenue  Code  of  1954)  that 
is  (or,  upon  the  filing  of  an  earned  income  eligibility  certificate,  would 
be)  payable  to  such  individual. 

(2)  In  any  case  in  which  such  advance  payments  for  a  taxable  year 
made  by  all  employers  to  an  individual  under  section  3507  of  such 
Code  exceed  the  amount  of  such  individual's  earned  income  credit 
allowable  under  section  43  of  such  Code  for  such  year,  so  that  such 
individual  is  liable  under  section  43(g)  of  such  Code  for  a  tax  equal  to 
such  excess,  such  individual's  benefit  amount  must  be  appropriately 
adjusted  so  as  to  provide  payment  to  such  individual  of  an  amount 
equal  to  the  amount  of  the  benefits  lost  by  such  individual  on  account 
of  such  excess  advance  payments. 
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(e)  (1)  The  Secretary  shall  not  approve  the  initial  and  annually 
updated  advance  automatic  data  processing  planning  document,  re- 
ferred to  in  subsection  (a)  (30),  unless  he  finds  that  such  document, 
when  implemented,  will  generally  carry  out  the  objectives  of  the 
statewide  management  system  referred  to  in  such  subsection,  and  such 
document — 

(A)  provides  for  the  conduct  of,  and  reflects  the  results  of, 
requirements  analysis  studies,  which  include  consideration  of  the 
program  mission,  functions,  organization,  services,  constraints, 
and  current  support,  of,  in,  or  relating  to,  such  system, 

(B)  contains  a  description  of  the  proposed  statewide  manage- 
ment system,  including  a  description  of  information  flows,  input 
data,  and  output  reports  and  uses, 

(C)  sets  forth  the  security  and  interface  requirements  to  be 
employed  in  such  statewide  management  system, 

(D)  describes  the  projected  resource  requirements  for  staff  and 
other  needs,  and  the  resources  available  or  expected  to  be  avail- 
able to  meet  such  requirements, 

(E)  includes  cost-benefit  analyses  of  each  alternative  manage- 
ment system,  data  processing  services  and  equipment,  and  a  cost 
allocation  plan  containing  the  basis  for  rates,  both  direct  and 
indirect,  to  be  in  effect  under  such  statewide  management  system, 

(F)  contains  an  implementation  plan  with  charts  of  develop- 
ment events,  testing  descriptions,  proposed  acceptance  criteria, 
and  backup  and  fallback  procedures  to  handle  possible  failure 
of  contingencies,  and 

(G)  contains  a  summary  of  proposed  improvement  of  such 
statewide  management  system  in  terms  of  qualitative  and  quanti- 
tative benefits. 

(2)  (A)  The  Secretary  shall,  on  a  continuing  basis,  review,  assess, 
and  inspect  the  planning,  design,  and  operation  of,  statewide  manage- 
ment information  systems  referred  to  in  section  403(a)  (3)  (B),  with 
a  view  to  determining  whether,  and  to  what  extent,  such  systems 
meet  and  continue  to  meet  requirements  imposed  under  such  section 
and  the  conditions  specified  under  subsection  (a)  (30)  of  this  section. 

(B)  If  the  Secretary  finds  with  respect  to  any  statewide  manage- 
ment information  system  referred  to  in  section  403(a)(3)(B)  that 
there  is  a  failure  substantially  to  comply  with  criteria,  requirements, 
and  other  undertakings,  prescribed  by  the  advance  automatic  data 
processing  planning  document  theretofore  approved  by  the  Secretary 
with  respect  to  such  system,  then  the  Secretary  shall  suspend  his 
approval  of  such  document  until  there  is  no  longer  any  such  failure 
of  such  svstem  to  comply  with  such  criteria,  requirements,  and  other 
undertakings  so  prescribed. 

Payment  to  States 

Sec.  403.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 
of  the  Treasury  shall  pay  to  each  State  which  has  an  approved  plan 
for  aid  and  services  to  needy  families  with  children,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1958 — 

(1)  in  the  case  of  any  State  other  than  Puerto  Rico,  the  Virgin 
Islands,  and  Guam,  an  amount  equal  to  the  sum  of  the  following 
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proportions  of  the  total  amounts  expended  during  such  quarter 
as  aid  to  families  with  dependent  children  under  the  State  plan 
(including  expenditures  for  premiums  under  part  B  of  title 
XVIII  for  individuals  who  are  recipients  of  money  payments 
under  such  plan  and  other  insurance  premiums  for  medical  or  any 
other  type  of  remedial  care  or  the  cost  thereof)  — 

(A)  five- sixths  of  such  expenditures,  not  counting  so  much 
of  any  expenditure  with  respect  to  any  month  as  exceeds  the 
product  of  $18  multiplied  by  the  total  number  of  recipients 
of  aid  to  families  with  dependent  children  for  such  month 
(which  total  number,  for  purposes  of  this  subsection,  means 

(i)  the  number  of  individuals  with  respect  to  whom  such  aid 
in  the  form  of  money  payments  is  paid  for  such  month,  plus 

(ii)  the  number  of  other  individuals  with  respect  to  whom 
expenditures  were  made  in  such  month  as  aid  to  families  with 
dependent  children  in  the  form  of  medical  or  any  other  type 
of  remedial  care,  plus  (iii)  the  number  of  individuals,  not 
counted  under  clause  (i)  or  (ii) ,  with  respect  to  whom  pay- 
ments described  in  section  406  (b)(2)  are  made  in  such  month 
and  included  as  expenditures  for  purposes  of  this  paragraph 
or  paragraph  (2) )  ;  plus 

(B)  the  Federal  percentage  of  the  amount  by  which  such 
expenditures  exceed  the  maximum  which  may  be  counted 
under  clause  ( A) ,  not  counting  so  much  of  any  expenditure 
with  respect  to  any  month  as  exceeds  (i)  the  product  of  $32 
multiplied  by  the  total  number  of  recipients  of  aid  to  families 
with  dependent  children  (other  than  such  aid  in  the  form 
of  foster  care)  for  such  month,  plus  (ii)  the  product  of  $100 
multiplied  by  the  total  number  of  recipients  of  aid  to  families 
with  dependent  children  in  the  form  of  foster  care  for  such 
month;  and 

(2)  in  the  case  of  Puerto  Eico,  the  Virgin  Islands,  and  Guam,  an 
amount  equal  to  one-half  of  the  total  of  the  sums  expended  during 
such  quarter  as  aid  to  families  with  dependent  children  under  the 
State  plan  (including  expenditures  for  premiums  under  part  B  of 
title  XVIII  for  individuals  who  are  recipients  of  money  payments 
under  such  plan  and  other  insurance  premiums  for  medical  or  any 
other  type  of  remedial  care  or  the  cost  thereof)  not  counting  so 
much  of  any  expenditure  with  respect  to  any  month  as  exceeds  $18 
multiplied  by  the  total  number  of  recipients  of  such  aid  for  such 
month ;  and 

(3)  in  the  case  of  any  State,  an  amount  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during  such 
quarter  as  found  necessary  by  the  Secretary  of  Health,  Education, 
and  Welfare  for  the  proper  and  efficient  administration  of  the 
State  plan — 

[(A)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for  the  training  (including  both  short-  and  long-term  train- 
ing at  educational  institutions  through  grants  to  such  institu- 
tions or  by  direct  financial  assistance  to  students  enrolled  in 
such  institutions)  of  personnel  employed  or  preparing  for 
employment  by  the  State  agency  or  by  the  local  agency  admin- 
istering the  plan  in  the  political  subdivision.] 
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(B)  90  per  centum  of  so  much  of  the  sums  expended  during 
such  quarter  as  are  attributable  to  the  planning,  design,  devel- 
opment, or  installation  of  such  statewide  mechanized  claims 
processing  and  information  retrieval  systems  as  (i)  meet  the 
conditions  of  section  402  (a)  (30) ,  and  (ii)  the  Secretary  deter- 
mines are  likely  to  provide  more  efficient,  economical,  and 
effective  administration  of  the  plan  and  to  be  compatible  with 
the  claims  processing  and  information  retrieval  systems  uti- 
lized in  the  administration  of  State  plans  approved  under  title 
XIX,  and  State  programs  with  respect  to  which  there  is  Fed- 
eral financial  participation  under  title  XX,  and 

(C)  one-half  of  the  remainder  of  such  expenditures, 
except  at  no  payment  shall  be  made  with  respect  to  amounts 
expended  in  connection  with  the  provision  of  any  service  described  in 
section  2002 (a)  [(1)]  of  this  Act  other  than  services  the  provision  of 
which  is  required  by  section  402(a)  (19)  to  be  included  in  the  plan 
of  the  State,  or  which  is  a  service  provided  in  connection  with  a  com- 
munity work  experience  program  or  work  supplementation  program 
under  section  409  or  4,1b ;  and 

(4)  [Repealed]. 

(5)  in  the  case  of  any  State,  an  amount  equal  to  50  per  centum 
of  the  total  amount  expended  under  the  State  plan  during  such 
quarter  as  emergency  assistance  to  needy  families  with  children. 

[The  number  of  individuals  with  respect  to  whom  payments  de- 
scribed in  section  406(b)  (2)  are  made  for  any  month,  who  may  be 
included  as  recipients  of  aid  to  families  with  dependent  children  for 
purposes  of  paragraph  (1)  or  (2),  may  not  exceed  20  per  centum  of 
the  number  of  other  recipients  of  aid  to  families  with  dependent  chil- 
dren for  such  month.  In  computing  such  20  percent,  there  shall  not 
be  taken  into  account  individuals  with  respect  to  whom  such  pay- 
ments are  made  for  any  month  in  accordance  with  section  402(a)  (19) 
(F)  or  section  402(a)  (26).] 

In  the  case  of  calendar  quarters  beginning  after  September  30, 
1977,  and  prior  to  April  1,  1978,  the  amount  to  be  paid  to  each  State 
(as  determined  under  the  preceding  provisions  of  this  subsection  or 
section  1118,  as  the  case  may  be)  shall  be  increased  in  accordance  with 
the  provisions  of  subsection  (i)  of  this  section.  No  payment  shall  be 
made  under  this  subsection  with  respect  to  amounts  paid  to  supple- 
ment or  otherwise  increase  the  amount  of  aid  to  families  with  depend- 
ent children  found  payable  in  accordance  with  section  402(a)  (IS) 
if  such  amount  is  determined  to  have  been  paid  by  the  State  in  recog- 
nition of  the  current  or  anticipated  needs  of  a  family  ( other  than  ivith 
respect  to  the  first  or  first  and  second  months  of  eligibility). 
******* 

Definitions 

Sec.  406.  When  used  in  this  part — 

(a)  The  term  "dependent  child"  means  a  needy  child  (1)  who 
has  been  deprived  of  parental  support  or  care  by  reason  of  the 
death,  continued  absence  from  the  home,  or  physical  or  mental 
incapacity  of  a  parent,  and  who  is  living  with  his  father,  mother, 
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grandfather,  grandmother,  brother,  sister,  stepfather,  stepmother, 
stepbrother,  stepsister,  uncle,  aunt,  first  cousin,  nephew,  or  niece 
in  a  place  of  residence  maintained  by  one  or  more  of  such  relatives 
as  his  or  their  own  home,  and 

[(2)  who  is  (A)  under  the  age  of  eighteen,  or  (B)  at  the  op- 
tion of  the  State,  under  the  age  of  twenty-one  and  (as  determined 
by  the  State  in  accordance  with  standards  prescribed  by  the  Secre- 
tary a  student  regularly  attending  a  school,  college,  or  univer- 
sity, or  regularly  attending  a  course  of  vocational  or  technical 
training  designed  to  fit  him  for  gainful  employment,  or  (C)  at 
the  option  of  the  State,  under  the  age  of  twenty-one  and  (as  deter- 
mined by  the  State  in  accordance  with  standards  prescribed  by  the 
Secretary)  a  student  regularly  attending  a  school  in  grade  twelve 
or  below  or  regularly  attending  a  course  of  vocational  or  technical 
training,  other  than  a  course  provided  by  or  through  a  college  or 
university,  designed  to  fit  him  for  gainful  employment ;]  (2)  who 
is  (A)  under  the  age  of  eighteen,  or  (B)  at  the  option  of  the 
State,  under  the  age  of  nineteen  and  a  full-time  student  in  a  sec- 
ondary school  (or  in  the  equivalent  level  of  vocational  or  techni- 
cal training) ,  if,  before  he  attains  age  nineteen,  he  may  reasonably 
be  expected  to  complete  the  program  of  such  secondary  school  (or 
such  training) ; 

(b)  The  term  "aid  to  families  with  dependent  children"  means 
money  payments  with  respect  to,  or  (if  provided  in  or  after  the 
third  month  before  the  month  in  which  the  recipient  makes  appli- 
cation for  aid)  medical  care  in  behalf  of  or  any  type  of  remedial 
care  recognized  under  State  law  in  behalf  of,  a  dependent  child 
or  dependent  children,  or.  at  the  option  of  the  State,  a  pregnant 
woman  but  only  if  it  hm  been  medically  verified  that  the 
child  is  expected  to  be  bom  in  the  month  such  payments  are  made 
or  within  the  three-month  period  following  such  month  of  pay- 
m,ent,  and  who.  if  such  child  had  b^en  born  and  was  living  with 
her  in  the  month  of  payment,  would  be  eligible  for  aid  to  families 
with  dependent  children  and  includes  (1)  money  payments  or 
medical  care  or  any  type  of  remedial  care  recognized  under  State 
law  to  meet  the  needs  of  the  relative  with  whom  anv  dependent 
child  is  living  (and  the  spouse  of  such  relative  if  living  with  him 
and  if  such  relative  is  the  child's  parent  and  the  child  is  a  depend- 
ent child  by  reason  of  the  physical  or  mental  incapacity  of  a  par- 
ent or  is  a  dependent  child  under  section  407) ,  and  (2)  payments 
with  respect  to  any  dependent  child  (including  payments  to  meet 
the  needs  of  the  relative,  and  the  relative's  spouse,  with  whom 
such  child  is  living,  and  the  needs  of  any  other  individual  living 
in  the  same  home  if  such  needs  are  taken  into  account  in  making 
the  determination  under  section  402(a)  (7))  which  do  not  meet 
the  preceding  requirements  of  this  subsection  but  which  would 
meet  such  requirements  except  that  such  payments  are  made  to  an- 
other individual  who  (as  determined  in  accordance  with  standards 
prescribed  bv  the  Secretary)  is  interested  in  or  concerned  with 
the  welfare  of  such  child  or  relative,  or  are  made  on  behalf  of  such 
child  or  relative  directly  to  a  person  furnishing  food,  living  ac- 
commodations, or  other  goods,  services,  or  items  to  or  for  such 
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child,  relative,  or  other  individual,  but  only  with  respect  to  a 
State  whose  State  plan  approval  under  section  402  includes  pro- 
vision for — 

(A)  determination  by  the  State  agency  that  the  relative  of 
the  child  with  respect  to  whom  such  payments  are  made  has 
such  inability  to  manage  funds  that  making  payments  to  him 
would  be  contrary  to  the  welfare  of  the  child  and,  therefore, 
it  is  necessary  to  provide  such  aid  with  respect  to  such  child 
and  relative  through  payments  described  in  this  clause  (2)  ; 

(B)  undertaking  and  continuing  special  efforts  to  develop 
greater  ability  on  the  part  of  the  relative  to  manage  funds  in 
such  manner  as  to  protect  the  welfare  of  the  family ; 

(C)  periodic  review  by  such  State  agency  of  the  deter- 
mination under  clause  (A)  to  ascertain  whether  conditions 
justifying  such  determination  still  exist,  with  provision  for 
termination  of  such  payments  if  they  do  not  and  for  seeking 
judicial  appointment  of  a  guardian  or  other  legal  representa- 
tive, as  described  in  section  1111,  if  and  when  it  appears  that 
the  need  for  such  payments  is  continuing,  or  is  likely  to  con- 
tinue, beyond  a  period  specified  by  the  Secretary;  and 

[(D)  aid  in  the  form  of  foster  home  care  in  behalf  of  chil- 
dren described  in  section  408  (a)  ;  and] 

£(E)  J(Z>)  opportunity  for  a  fair  hearing  before  the  State 
agency  on  the  determination  referred  to  in  clause  (A)  for  any 
individual  with  respect  to  whom  it  is  made. 
Payments  with  respect  to  a  dependent  child  which  are  intended  to 
enable  the  recipient  to  pay  for  specific  goods,  services,  or  items 
recognized  by  the  State  agency  as  a  part  of  the  child's  need  under 
the  State  plan  may  (in  the  discretion  of  the  State  or  local  agency 
administering  the  plan  in  the  political  subdivision)  be  made,  pur- 
suant to  a  determination  referred  to  in  clause  (2)  ( A) ,  in  the  form 
of  checks  drawn  jointly  to  the  order  of  the  recipient  and  the  person 
furnishing  such  goods,  services,  or  items  and  negotiable  only  upon 
endorsement  by  both  such  recipient  and  such  person;  and  pay- 
ments so  made  shall  be  considered  for  all  of  the  purposes  of  this 
part  to  be  payments  described  in  clause  (2).  Whenever  payment 
with  respect  to  a  dependent  child  are  made  in  the  manner  de- 
scribed in  clause  (2)  (including  payments  described  in  the  preced- 
ing sentence) ,  a  statement  of  the  specific  reasons  for  making  such 
payments  in  that  manner  (on  which  the  determination  under 
clause  (2)  (A)  was  based)  shall  be  placed  in  the  file  maintained 
with  respect  to  such  child  by  the  State  or  local  agency  administer- 
ing the  State  plan  in  the  political  subdivision.  Payments  of  the 
type  described  in  clause  (2)  shall  not  be  subject  to  the  require- 
ments of  clause  (A)  through  (E)  of  such  clause  (#),  when  they 
are  made  in  the  manner  described  in  clause  (2)  at  the  request  of 
the  family  member  to  whom  payment  would  otherwise  be  made  in 
an  unrestricted  manner. 

*  *  *  *  *  *  * 

{g)  (1)  Notwithstanding  the  provisions  of  subsection  (&),  the 
term  "aid  to  families  with  dependent  children"  does  not  mean 
any — 
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(A)  amount  paid  to  meet  the  needs  of  an  unborn  child;  or 

(B)  amount  paid  (or  by  which  a  payment  is  increased) 
to  meet  the  neeas  of  a  woman  occasioned  by  or  resulting  from 
her  pregnancy,  unless,  as  has  been  medically  verified,  the 
woman's  child  is  expected  to  be  born  in  the  month  such  pay- 
ments are  made  (or  increased)  or  within  the  three-month 
period  following  such  month  of  payment. 

(2)  Notwithstanding  paragraph  (1),  a  /State  may  provide  that 
for  purposes  of  title  XlX  a  pregnant  woman  shall  be  deemed  to 
be  a  recipient  of  aid  to  families  with  dependent  children  under 
this  part  if  she  would  be  eligible  for  such  aid  if  such  child  had  been 
born  and  was  living  with  tier  in  the  month  of  payment,  and  such 
pregnancy  has  been  medically  verified. 

Dependent  Children  of  Unemployed  [Fathers]  Parents 

Sec.  407.  (a)  The  term  "dependent  child"  shall,  notwithstand- 
ing section  406(a),  include  a  needy  child  who  meets  the  requirements 
of  section  406(a)  (2),  who  has  been  deprived  of  parental  support  or 
care  by  reason  of  the  unemployment  (as  determined  in  accordance 
with  standards  prescribed  by  the  Secretary)  of  [his  father]  the  parent 
who  is  the  principal  ear-ner,  and  who  is  living  with  any  of  the  relatives 
specified  in  section  406(a)  (1)  in  a  place  of  residence  maintained  by 
one  or  more  of  such  relatives  as  his  (or  their)  own  home. 

(b)  The  provisions  of  subsection  (a)  shall  be  applicable  to  a  State 
if  the  State's  plan  approved  under  section  402 — 

(1)  requires  the  payment  of  aid  to  families  with  dependent 
children  with  respect  to  a  dependent  child  as  defined  in  subsection 
(a)  when — 

(A)  [such  child's  isLther'Jwhichever  of  such  child's  parents 
is  the  principal  ear-ner  has  not  been  employed  (as  deter- 
mined in  accordance  with  the  standards  prescribed  by  the 
Secretary)  for  at  least  30  days  prior  to  the  receipt  of  such 
aid, 

(B)  such  [father]  parent  has  not  without  good  cause,  with- 
in such  period  (of  not  less  than  30  days)  as  may  be  prescribed 
by  the  Secretary,  refused  a  bona  fide  oiler  of  employment  or 
training  for  employment,  and 

(C)  (i)  such  father  has  6  or  more  quarters  of  work  (as 
denned  in  subsection  (d)(1))  in  any  13-calendar-quarter 
period  ending  within  one  year  prior  to  the  application  for 
such  aid  or  (ii)  he  received  unemployment  compensation 
under  an  unemployment  compensation  law  of  a  State  or  of 
the  United  States,  or  he  was  qualified  (within  the  meaning  of 
subsection  (d)(3))  for  unemployment  compensation  under 
the  unemployment  compensation  law  of  the  State,  within  one 
year  prior  to  the  application  for  such  aid ;  and 

(2)  provides — 

(A)  for  such  assurances  as  will  satisfy  the  Secretary  that 
[fathers]  unemployed  parents  of  dependent  children  as  de- 
fined in  subsection  (a)  will  be  certified  to  the  Secretary  of 
Labor  as  provided  in  section  402(a)  (19)  within  thirty  days 
after  receipt  of  aid  with  respect  to  such  children ; 
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(B)  for  entering  into  cooperative  arrangements  with  the 
State  agency  responsible  for  administering  or  supervising 
the  administration  of  vocational  education  m  the  State,  de- 
signed to  assure  maximum  utilization  of  available  public  vo- 
cational education  services  and  facilities  in  the  State  in  order 
to  encourage  the  retraining  of  individuals  capable  of  being 
retrained ; 

(C)  for  the  denial  of  aid  to  families  with  dependent  chil- 
dren to  any  child  or  relative  specified  in  subsection  (a)  — 

(i)  if  and  for  so  long  as  such  child's  [father],  parent 
described  in  paragraph  (1)  (A)  unless  exempt  under  sec- 
tion 402(a)  (19)  (A),  is  currently  registered  pursuant  to 
such  section  for  the  work  incentive  program  established 
under  part  C  of  this  title,  or,  if  he  is  exempt  under  such 
section  by  reason  of  clause  (iii)  thereof  or  no  such  pro- 
gram in  which  he  can  effectively  participate  has  been 
established  or  provided  under  section  432(a),  is  not 
registered  with  the  public  employment  offices  in  the 
State,  and 

(ii)  with  respect  to  any  week  for  which  such  child's 
[father]  parent  described  in  paragraph  (1)  (A)  quali- 
fies for  unemployment  compensation  under  an  unem- 
ployment compensation  law  of  a  State  or  of  the  United 
States,  but  refuses  to  apply  for  or  accept  such  unemploy- 
ment compensation;  and 

(D)  for  the  reduction  of  the  aid  of  families  with  depend- 
ent children  otherwise  payable  to  any  child  or  relative  speci- 
fied in  subsection  (a)  by  the  amount  of  any  unemployment 
compensation  that  such  child's  [father]  parent  described  in 
paragraph  (1)  (A)  receives  under  an  unemployment  compen- 
sation law  of  a  State  or  of  the  United  States. 

(c)  Notwithstanding  any  other  provisions  of  this  section,  expendi- 
tures pursuant  to  this  section  shall  be  excluded  from  aid  to  families 
with  dependent  children  (A)  where  such  expenditures  are  made  under 
the  plan  with  respect  to  any  dependent  child  as  defined  in  subsection 
(a) ,  (i)  for  any  part  of  the  30-day  period  referred  to  in  subparagraph 
(A)  of  subsection  (b)  (1),  or  (ii)  for  any  period  prior  to  the  time 
when  the  [father]  parent  satisfies  subparagraph  (B)  of  such  subsec- 
tion, and  (B)  if,  and  for  as  long  as,  no  action  is  taken  (after  the  30- 
day  period  referred  to  in  paragraph  (A)  of  subsection  (b)  (2) ) ,  under 
the  program  therein  specified,  to  certify  such  [father]  parent  to  the 
Secretary  of  Labor  pursuant  to  section  402 (a)  (19). 

( d )  For  purposes  of  this  section — 

(1)  the  term  "quarter  of  work"  with  respect  to  any  individual 
means  a  calendar  quarter  in  which  such  individual  received  earned 
income  of  not  less  than  $50  (or  which  is  a  "quarter  of  coverage'5 
as  defined  in  section  213(a)(2)),  or  in  which  such  individual 
participated  in  a  community  work  and  training  program  under 
section  409  or  any  other  work  and  training  program  subject  to  the 
limitations  in  section  409,  or  the  work  incentive  program  estab- 
lished under  part  C ; 
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(2)  the  term  "calendar  quarter"  means  a  period  of  3  consecu- 
tive calendar  months  ending  on  March  31,  June  30,  September  30, 
or  December  31 ;  [and] 

(3)  an  indiviuuai  shall,  for  purposes  of  section  407  (b)  (1)  (C) , 
be  deemed  qualified  for  unemployment  compensation  under  the 
State's  unemployment  compensation  law  if — 

(A)  he  would  have  oeen  eligible  co  receive  such  unemploy- 
ment compensation  upon  tiling  application,  or 

(B)  he  performed  work  not  covered  under  such  law  and 
such  work,  if  it  had  been  covered,  would  (together  with  any 
covered  work  he  performed)  have  made  him  eligible  to  re- 
ceive such  unemployment  compensation  upon  filing  applica- 
tion[.] 

(4)  the  phrase  "whichever  of  such  child? s  parents  is  the 
principal  earner",  in  the  case  of  any  child,  means  whichever 
parent,  in  a  home  in  which  both  parents  of  such  child  are  liv- 
ing, earned  the  greater  amount  of  income  in  the  2Jf-month 
period  the  last  month  of  which  immediately  precedes  the 
month  in  which  an  application  is  filed  for  aid  under  this  part 
on  the  basis  of  the  unemployment  of  a  parent,  for  each  con- 
secutive month  for  which  the  family  receives  such  aid  on 
that  basis. 

(e)  The  Secretary  of  Health,  Education,  and  Welfare  and  the 
Secretary  of  Labor  shall  jointly  enter  into  an  agreement  with  each 
State  which  is  able  and  willing  to  do  so  for  the  purpose  of  (1)  sim- 
plifying the  procedures  to  be  followed  by  unemployed  [fathers] 
parents  and  other  unemployed  persons  in  such  State  in  registering 
pursuant  to  section  402(a)  (19)  for  the  work  incentive  program  estab- 
lished by  part  C  of  this  title  and  in  registering  with  public  employ- 
ment offices  (under  this  section  and  otherwise)  or  in  connection  with 
applications  for  unemployment  compensation,  by  reducing  the  number 
of  locations  or  agencies  where  such  persons  must  go  in  order  to  register 
for  such  programs  and  in  connection  with  such  applications,  and  (2) 
providing  where  possible  for  a  single  registration  satisfying  this  sec- 
tion and  the  requirements  of  both  the  work  incentive  program  and 
the  applicable  unemployment  compensation  laws. 

[Federal  Payments  for  Foster  Home  Care  of  Dependent  Children 

[Sec.  408.  Effective  for  the  period  beginning  May  1, 1961 — 

[(a)  the  term  "dependent  child"  shall,  notwithstanding  section 
406(a) ,  also  include  a  child  (1)  who  would  meet  the  requirements 
of  such  section  406(a)  or  of  section  407,  except  for  his  removal 
after  April  30,  1961,  from  the  home  of  a  relative  (specified  in 
such  section  406  (a) )  pursuant  to  a  voluntary  placement  agreement 
entered  into  by  the  child's  parent  or  legal  guardian,  or  as  a  result 
of  a  judicial  determination  to  the  effect  that  continuation  therein 
would  be  contrary  to  the  welfare  of  such  child,  (2)  whose  place- 
ment and  care  are  the  responsibility  of  (A)  the  State  or  local  | 
agency  administering  the  State  plan  approved  under  section  402, 
or  (B)  any  other  public  agency  with  whom  the  State  agency 
administering  or  supervising  the  administration  of  such  State 
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plan  has  made  an  agreement  which  is  still  in  effect  and  which 
includes  provision  for  assuring  development  of  a  plan,  satisfactory 
to  such  State  agency,  for  such  child  as  provided  in  paragraph 
(f )  (1)  and  such  other  provisions  as  may  be  necessary  to  assure 
accomplishment  of  the  objectives  of  the  State  plan  approved  un- 
der section  402,  (3)  who  has  been  placed  in  a  foster  home  or  child- 
care  institution  as  a  result  of  such  voluntary  placement  agree- 
ment or  judicial  determination,  and  (4)  who  (A)  received  aid 
under  such  State  plan  in  or  for  the  month  in  which  such  agree- 
ment was  entered  into  or  court  proceedings  leading  to  such  deter- 
mination were  initiated,  or  (B)  (i)  would  have  received  such 
aid  in  or  for  such  month  if  application  had  been  made  therefor, 
or  (ii)  in  the  case  of  a  child  who  had  been  living  with  a  relative 
specified  in  section  406(a)  within  six  months  prior  to  the  month 
in  which  such  agreement  was  entered  into  or  such  proceedings 
were  initiated,  would  have  received  such  aid  in  or  for  such  month 
if  in  such  month  he  had  been  living  with  (and  removed  from  the 
home  of)  such  a  relative  and  application  had  been  made  therefor; 

[(b)  the  term  "aid  to  families  with  dependent  children"  shall, 
notwithstanding  section  406(b),  include  also  foster  care  in  behalf 
of  a  child  described  in  paragraph  (a)  of  this  section — 

[(1)  in  the  foster  family  home  of  any  individual,  whether 
the  payment  therefor  is  made  to  such  individual  or  to  a  public 
or  nonprofit  private  child-placement  or  child-care  agency,  or 
[(2)  in  a  child-care  institution,  whether  the  payment 
therefor  is  made  to  such  institution  or  to  a  public  or  nonprofit 
private  child-placement  or  child-care  agency,  but  subject  to 
limitations  prescribed  by  the  Secretary  with  a  view  to  includ- 
ing as  "aid  to  families  with  dependent  children"  in  the  case  of 
such  foster  care  in  such  institutions  only  those  items  which 
are  included  in  such  term  in  the  case  of  foster  care  in  the 
foster  family  home  of  an  individual ; 
[(c)  the  number  of  individuals  counted  under  clause  (A)  of 
section  403(a)  (1)  for  any  month  shall  include  individuals  (not 
otherwise  included  under  such  clause)  with  respect  to  whom  ex- 
penditures were  made  in  such  month  as  aid  to  families  with  de- 
pendent children  in  the  form  of  foster  care ;  and 

[(d)  services  described  in  paragraph  (f)  (2)  of  this  section 
shall  be  considered  as  part  of  the  administration  of  the  State  plan 
for  purposes  of  section  403(a)  (3)  ; 

but  only  with  respect  to  a  State  whose  State  plan  approved  under 
section  402 — 

[(e)  includes  aid  for  any  child  described  in  paragraph  (a)  of 
this  section,  and 

[(f)  includes  provision  for  (1)  development  of  a  plan  for  each 
such  child  (including  periodic  review  of  the  necessity  for  the 
child's  being  in  a  foster  family  home  or  child-care  institution)  to 
assure  that  he  receives  proper  care  and  that  services  are  provided 
which  are  designed  to  improve  the  conditions  in  the  home  from 
which  he  was  removed  or  to  otherwise  make  possible  his  being 
placed  in  the  home  of  a  relative  specified  in  section  406(a),  and 
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(2)  use  by  the  State  or  local  agency  administering  the  State  plan, 
to  the  maximum  extent  practicable,  in  placing  such  a  child  in  a 
foster  family  home  or  child-care  institution,  of  the  services  of 
employees,  of  the  State  public-welfare  agency  referred  to  in  sec- 
tion 522(a)  (relating  to  allotments  to  States  for  any  child  welfare 
services  under  part  3  of  title  V)  or  any  local  agency  participating 
in  the  administration  of  the  plan  referred  to  in  such  section,  who 
perform  functions  in  the  administration  of  such  plan. 
[For  the  purposes  of  this  section,  the  term  "foster  family  home*' 
means  a  foster  family  home  for  children  which  is  licensed  by  the  State 
in  which  it  is  situated  or  has  been  approved,  by  the  agency  of  such 
State  having  responsibility  for  licensing  homes  of  this  type,  as  meet- 
ing the  standards  established  for  such  licensing ;  and  the  term  "child- 
care  institution"  means  a  nonprofit  private  child-care  institution,  or  a 
public  child-care  institution  which  accommodates  no  more  than 
twenty-five  children,  which  is  licensed  by  the  State  in  which  it  is 
situated  or  has  been  approved,  by  the  agency  of  such  State  responsible 
for  licensing  or  approval  of  institutions  of  this  type,  as  meeting  the 
standards  established  for  such  licensing ;  but  the  term  shall  not  include 
detention  facilities,  forestry  camps,  training  schools,  or  any  other 
facility  operated  primarily  for  the  detention  of  children  who  are  de- 
termined to  be  delinquent. 

[For  the  purposes  of  this  section,  the  provisions  of  subsections  (d) , 
(e) ,  (f ) ,  and  (g)  of  section  472  shall  apply.] 

[Community  Work  and  Training  Programs 

[Sec.  409.  (a)  For  the  purpose  of  assisting  the  States  in  encour- 
aging, through  community  work  and  training  programs  of  a  construc- 
tive nature,  the  conservation  of  work  skills  and  the  development  of 
new  skills  for  individuals  who  have  attained  the  age  of  18  and  are 
receiving  aid  to  families  with  dependent  children,  under  conditions 
which  are  designed  to  assure  protection  of  the  health  and  welfare  of 
such  individuals  and  the  dependent  children  involved,  expenditures 
(other  than  for  medical  or  any  other  type  of  remedial  care)  for  any 
month  with  respect  to  a  dependent  child  (including  payments  to  meet 
the  needs  of  any  relative  or  relatives,  specified  in  section  406(a),  with 
whom  he  is  living)  under  a  State  plan  approved  under  section  402 
shall  not  be  excluded  from  aid  to  families  with  dependent  children 
because  such  expenditures  pre  T^ade  in  the  form  of  payments  for 
work  performed  in  such  month  by  any  one  or  more  of  the  relatives 
with  whom  such  child  is  living  if  such  work  is  performed  for  the 
State  agency  or  any  other  public  agency  under  a  program  (which 
need  not  be  in  effect  in  all  political  subdivisions  of  the  State)  admin- 
istered by  or  under  the  supervision  of  such  State  agencv,  if  there  is 
State  financial  participation  in  such  expenditures,  and  if  such  State 
plan  includes — 

[(1)  provisions  which,  in  the  judgment  of  the  Secretary,  pro- 
vide reasonable  assurance  that — 

[(A)  appropriate  standards  for  health,  safety,  and  other 
conditions  applicable  to  the  performance  of  such  work  by 
such  relatives  are  established  and  maintained; 


636 


[(B)  payments  for  such  work  are  at  rates  not  less  than 
the  minim  urn  rate  (if  any)  provided  by  or  under  State  law 
for  the  same  type  of  work  and  not  less  than  the  rates  prevail- 
ing on  similar  work,  in  the  community; 

[(G)  such  work  is  performed  on  projects  which  serve  a 
useful  public  purpose,  do  not  result  either  in  displacement  of 
regular  workers  or  in  the  performance  by  such  relatives  of 
work  that  would  otherwise  be  performed  by  employees  of 
public  or  private  agencies,  institutions,  or  organizations,  and 
(except  in  cases  of  projects  which  involve  emergencies  or 
which  are  generally  of  a  nonrecurring  nature)  are  of  a  type 
which,  has  not  normally  been  undertaken  in  the  past  by  the 
State  or  community,  as  the  case  may  be; 

[(D)  in  determining  the  needs  of  any  such  relative,  any 
additional  expenses  reasonably  attributable  to  such  work  will 
be  considered; 

[(E)  any  such  relative  shall  have  reasonable  opportunities 
to  seek  regular  employment  and  to  secure  any  appropriate 
training  or  retraining  which  may  be  available; 

[(F)  any  such  relative  will,  with  respect,  to  the  work  so 
performed,  be  covered  under  the  State  workmen's  compen- 
sation law  or  be  provided  comparable  protection;  and 

[( G )  aid  under  the  plan  will  not  be  denied  with  respect  to 
any  such  relative  (or  the  dependent  child)  for  refusal  by  such 
relative  to  perform  any  such  work  if  he  has  good  cause  for 
such  refusal; 

[(2)  provision  for  entering  into  cooperative  arrangements 
with  the  system  of  public  employment  offices  in  the  State  looking 
toward  employment  or  occupational  training  of  any  such  relati  res 
performing  work  under  such  program,  including  appropriate  pro- 
vision for  registration  and  periodic  re  resist  ration  of  such  rela- 
tives and  for  maximum  utilization  of  the  job  placement  services 
and  other  services  and  facilities  of  such  offices; 

[(3)  provision  for  entering  into  cooperative  arrangements 
with  the  State  agency  or  agencies  responsible  for  administering  or 
supervising  the  administration  of  vocational  education  and  adult 
education  in  the  State,  looking  toward  maximum  utilization  of 
available  public  vocational  or  adult  education  services  and  facili- 
ties in  the  State  in  order  to  encourage  the  training  or  retraining 
of  any  such  relatives  performing  work  under  such  program  and 
otherwise  assist  them  in  preparing  for  regular  employment; 

[(4)  provision  for  assuring  appropriate  arrangements  for  the 
care  and  protection  of  the  child  during  the  absence  from  the  home 
of  any  such  relative  performing  work  under  such  program  in 
order  to  assure  that  such  absence  and  work  will  not  be  inimical 
to  the  welfare  of  the  child ; 

[(5)  provision  that  there  be  no  adjustment  or  recovery  by  the 
State  or  any  political  subdivision  thereof  on  account  of  any  pay- 
ments which  are  correctly  made  for  such  work;  and 

[■(6)  such  other  provisions  as  the  Secretary  finds  necessary  to 
assure  that  the  operation  of  such  program  will  not  interfere  with 
achievement  of  the  objectives  set  forth  in  section  401. 
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[(b)  In  the  case  of  any  State  which  makes  expenditures  in  the  form 
described  in  subsection  (a)  under  its  State  plan  approved  under  sec- 
tion 402,  the  proper  and  efficient  administration  of  the  State  plan,  for 
purposes  of  section  403(a)  (3)  and  (4),  may  not  include  the  cost  of 
making  or  acquiring  materials  or  equipment  in  connection  with  the 
work  performed  under  a  program  referred  to  in  subsection  (a)  or  the 
cost  of  supervision  of  work  under  such  program,  and  may  include  only 
such  other  costs  attributable  to  such  programs  as  are  permitted  by  the 
Secretary.] 

Community  Work  Experience  Programs 

Sec.  409.  (a)  (1)  Any  State  which  chooses  to  do  so  may  establish  a 
community  work  experience  program  in  accordance  with  this  section. 
The  purpose  of  the  community  work  experience  program  is  to  provide 
experience  and  training  for  individuals  not  othenoise  able  to  obtain 
employment,  in  order  to  assist  them  to  move  into  regular  employment. 
Community  work  experience  programs  shall  be  designed  to  improve 
the  employ  ability  of  participants  through  actual  work  experience  and 
training  and  to  enable  individuals  employed  under  community  work 
experience  programs  to  move  promptly  into  regular  public  or  private 
employment.  The  facilities  of  the  State  public  employment  offices  may 
be  utiliezd  to  find  employment  opportunities  for  recipients  under  this 
program*.  Community  work  experience  programs  shall  be  limited  to 
projects  ivhich  serve  a  use  fid  public  purpose  in  fields  such  as  health, 
social  service,  environmental  protection,  education,  urban  and  rural 
development  and  redevelopment,  welfare,  recreation,  public  facilities, 
public  safety,  and  day  care.  To  the  extent  possible,  the  prior  training, 
experience,  and  skills  of  a  recipient  shall  be  utiliezd  in  making  appro- 
priate work  experience  assignments.  A  community  work  experience 
program  established  under  this  section  shall  provide — 

(A)  appropriate  standards  for  health,  safety,  and  other  condi- 
tions applicable  to  the  performance  of  work; 

(B)  that  the  program  does  not  result  in  displacement  of  persons 
currently  employed,  or  the  filling  of  established  unfilled  position 
vacancies; 

(C)  reasonable  conditions  of  work,  taking  into  account  the  geo- 
graphic region,  the  residence  of  the  participants,  and  the  pro- 
ficiency of  the  participants ; 

(D)  that  participants  will  not  be  required,  without  their  con- 
sent, to  travel  an  unreasonable  distance  from  their  homes  or  re- 
main away  from  their  homes  overnight; 

(E)  that  the  maximum  number  of  hours  in  any  month  that  a 
participant  may  be  required  to  work  is  that  number  which  equals 
the  amount  of  aid  payable  with  respect  to  the  family  of  which 
such  individual  is  a  member  under  the  State  plan  approved  under 
this  part,  divided  by  the  greater  of  the  Federal  or  the  applicable 
State  minimum  wage ;  and 

(F)  that  provision  will  be  made  for  transportation  and  other 
costs,  not  in  excess  of  an  amount  established  by  the  Secretary, 
reasonably  necessary  and  directly  related  to  participation  in  the 
program. 
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The  Secretary  shall  prescribe  rules  for  determining,  in  cases  to  which 
subparagraph  (E)  applies  and  in  which  the  members  of  the  household 
receiving  a  food  stamp  allotment  are  not  all  members  of  the  family 
with  respect  to  ivhich  aid  under  this  part  is  payable,  the  portion  of  a 
household's  food  stamp  allotment  that,  for  purposes  of  subparagraph 
(E) ,  may  be  considered  to  be  the  food  stamp  allotment  provided  to  the 
family. 

(2)  Nothing  contained  in  this  section  shall  be  construed  as  authoriz- 
ing the  payment  of  aid  under  this  part  as  compensation  for  work 
performed,  nor  shall  a  participant  be  entitled  to  a  salary  or  to  any  other 
work  or  training  expense  provided  under  any  other  provision  of  law 
by  reason  of  his  participation  in  a  program  under  this  section. 

(3)  Nothing  in  this  part  or  part  0,  or  in  any  /State  plan  approved 
under  this  part,  shall  be  construed  to  prevent  a  State  from  operating 
(on  such  terms  and  conditions  and  in  such  cases  as  the  State  may  find 
to  be  necessary  or  appropriate,  whether  or  not  such  terms,  conditions, 
and  cases  and  consistent  with  section  402(a)  (19)  or  part  C)  a  com- 
munity work  experience  program  in  accordance  with  this  section. 

(b)  (1)  Each  recipient  of  aid  under  the  plan  who  is  registered  under 
section  402(a)  (19)  shall  participate,  upon  referral  by  the  State  agency, 
in  a  community  work  experience  program  unless  such  recipient  is  cur- 
rently employed  for  no  fewer  than  80  hours  a  month  and  is  earning  an 
amount  not  less  than  the  applicable  minimum  wage  for  such  employ- 
ment. 

(2)  In  addition  to  an  individual  described  in  paragraph  (1),  the 
State  agency  may  also  refer,  for  participation  in  programs  under  this 
section,  an  individual  who  would  be  required  to  register  under  section 
402(a)  (19)  (A)  but  for  the  exception  contained  in  clause  (v)  of  such 
section  ( but  only  if  the  child  for  whom  the  parent  or  relative  is  caring 
is  not  under  the  age  of  three  and  child  care  is  available  for  such  child) . 
or  in  clause  (Hi)  of  such  section. 

(3)  The  chief  executive  officer  of  the  State  shall  provide  coordina- 
tion between  a  community  work  experience  program  operated  pur- 
suant to  this  section  and  the  work  incentive  program  operated  pur- 
suant to  part  C  so  as  to  insure  that  job  placement  will  have  priority 
over  participation  in  the  community  work  experience  program,  and 
that  individuals  eligible  to  participate  in  both  such  programs  are  not 
denied  aid  under  the  State  plan  on  the  grounds  of  failure  to  partici- 
pate in  one  such  program  if  then  are  actively  and,  satisfactorily  par- 
ticipating in  the  other.  The  chief  executive  officer  of  the  State  may 
provide  that  part-time  participation  in  both  such  programs  may  be 
required  where  appropriate. 

(c)  The  provisions  of  section  102(a)  (19)  (F)  shall  apply  to  any 
individual  referred  to  a  community  work  experience  proaram  ivho 
fails  to  participate  in  such  program  in  the  same  manner  as  they  apply 
to  an  individual  to  whom  section  /'02(a)  (19)  applies. 

(d)  In  the  case  of  any  State  which  makes  expenditures  in  the  form 
described  in  subsection  ( a)  under  its  State  plan  approved  under  section 
A02,  expenditures  for  the  proper  and  efficient  administration  of  the 
State  plan,  for  purposes  of  section  403  ( a)  (3) ,  mau  not  include  the  cost 
of  makina  or  acquiring  materials  or  equipment  in  connection  with  the 
work  performed  under  a  program  referred  to  in  subsection  (a)  or  the  1 
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cost  of  supervision  of  work  under  such  program,  and  may  include  only 
such  other  costs  attributable  to  such  programs  as  are  permitted  by 
the  Secretary, 

Prorating  of  Shelter  Allowance  in  Certain  Cases  Where  Child 
Lives  With  Relative  Not  Legally  Responsible  for  His  Support 

Sec.  412.  (a)  *  *  * 

(b)  For  purposes  of  subsection  (a),  the  term  "closely  related  family 
members''  of  a  child  means  those  relatives  of  his  who  are  specified 
in  section  406(a)(1)  and  any  other  individual  for  whose  support 
such  a  relative  is  legally  responsible,  but  does  not  include  [any  such 
relative]  a  stepparent  whose  income  is  taken  into  consideration  under 
section  402 (a)  {SI)  {regardless  of  whether  such  income  exceeds  the 
sum  specified  in  such  section)  or  any  other  such  relative  or  other  in- 
dividual (1)  with  respect  to  whom  benefits  are  provided  under  another 
public  program  eligibility  for  which  is  based  on  need,  or  (2)  whose 
presence  in  the  home  would  not  increase  the  total  amount  which  would 
be  allowed  for  shelter,  utilities,  and  similar  expenses  if  he  was  eligible 
for  aid. 

Work  Supplementation  Program 

Sec.  414.  {a)  It  is  the  purpose  of  this  section  to  allow  a  State  to 
institute  a  work  supplementation  program  under  which  such  State, 
to  the  extent  such  State  determines  to  be  appropriate,  may  make  jobs 
available,  on  a  voluntary  basis,  as  an  alternative  to  aid  otherwise  pro- 
vided  under  the  State  plan  approved  under  this  part. 

{b)  {!)  Notwithstanding  the  provisions  of  section  406  or  any  other 
provision  of  law,  Federal  funds  may  be  paid  to  a  State  under  this 
part,  subject  to  the  provisions  of  this  section,  with  respect  to  expendi- 
tures incurred  in  operating  a  work  supplementation  program  under 
this  section. 

{2)  Nothing  in  this  part  or  part  C,  or  in  any  State  plan  approved 
under  this  part,  shall  be  construed  to  prevent  a  State  from  operating 
{on  such  terms  and  conditions  and  in  such  cases  as  the  State  may  find 
to  be  necessary  or  appropriate,  whether  or  not  such  terms,  conditions, 
and  cases  are  consistent  with  section  402 {a)  {19)  or  part  G)  a  work 
supplementation  program  in  accordance  with  this  section. 

{S)  Notwithstanding  section  402 {a)  {23)  or  any  other  provision  of 
law.  a  State  may  adjust  the  levels  of  the  standards  of  need  under  the 
State  plan  as  the  State  determines  to  be  necessary  and  appropriate  for 
carrying  out  a  work  supplementation  program  under  this  section. 

{4)  Notwithstanding  section  402  {a)  {1)  or  any  other  provision  of 
law,  a  State  operatmg  a  work  supplementation  program  under  this 
section  may  provide  that  the  needs  standards  in  effect  in  those  areas  of 
the  State  in  which  such  program  is  in  operation  may  be  different  from 
the  needs  standards  in  effect  in  the  areas  in  which  such  program  is  not 
in  operation,  and  such  State  may  provide  that  the  needs  standards  for 
categories  of  recipients  of  aid  may  vary  among  such  categories  as  the 


79-757  0-81-41 


640 


State  determines  to  be  appropriate  on  the  basis  of  ability  to  participate 
in  the  work  supplementation  program. 

(5)  Notwithstanding  any  other  provision  of  laio,  a  State  may  make 
further  adjustments  in  the  amounts  of  aid  paid  under  the  plan  to  dif- 
ferent categories  or  recipients  (as  determined  under  paragraph  (4)) 
in  order  to  offset  increases  in  benefits  from  needs  related  programs 
(other  than  the  State  plan  approved  under  this  part)  as  the  State 
determines  to  be  necessary  and  appropriate  to  further  the  purposes  of 
the  work  supplementation  program. 

(6)  Notwithstanding  section  402(a)  (8)  or  any  other  provision  of 
law,  a  State  operating  a  work  supplementation  program  under  this 
section  may  reduce  or  eliminate  the  amount  of  earned  income  to  be 
disregarded  under  the  State  plan  as  the  State  determines  to  be  neces- 
sary and  appropriate  to  further  the  purposes  of  the  work  supplementa- 
tion program. 

(c)  (1)  A  work  supplementation  program  operated  by  a  State  under 
this  section  shall  provide  that  any  individual  who  is  an  eligible  in- 
dividual (as  determined  under  paragraph  (2) )  may  choose  to  take  a 
supplemented  job  (as  defined  in  paragraph  (3))  to  the  extent  sup- 
plemented jobs  are  available  under  the  program.  Payments  by  the 
State  to  individuals  or  to  employers  under  the  program  shall  be  ex- 
penditures incurred  by  the  State  for  aid  to  families  with  dependent 
children,  except  as  limited  by  subsection  (d) . 

(2)  For  purposes  of  this  section,  an  eligible  individual  is  an  individ- 
ual who  is  in  a  category  ivhich  the  State  determines  shall  be  eligible 
to  participate  in  the  work  supplementation  proaram,  and  who  would., 
at  the  time  of  his  placement  in  such  job,  be  eligible  for  assistance  under 
the  State  plan  if  such  State  did  not  have  a  work  supplementation  pro- 
gram in  effect  and  had  not  altered  its  State  plan  accordingly,  as  such 
State  plan  was  in  effect  in  May  1981,  or  as  modified  thereafter  as 
required  by  Federal  law. 

(3)  For  purposes  of  this  section,  a  supplemented  job  is — 

(A)  a  job  position  provided  to  an  eligible  individual  by  the 
State  or  local  agency  administering  the  State  plan  under  this 
part; 

(B)  a  job  position  provided  to  an  eligible  individual  by  a  pub- 
lic or  nonprofit  entity  for  which  all  or  part  of  the  wages  are  paid 
by  such  State  or  local  agency;  or 

(C)  a  job  position  provided  to  an  eligible  individual  by  a  pro- 
prietary entity  involving  the  provision  of  child  day  care  services 
for  which  all  or  part  of  the  waaes  are  paid  by  such  State  or  local 
agency,  but  only  if  such  entity  does  not  claim  a  credit  for  any  part 
of  the  wages  paid  to  such  eligible  individual  under  section  40  of 
the  Internal  Revenue  Code  of  1954  (relating  to  credit  for  expenses 
of  the  work  incentive  program)  or  section  44B  of  such  Code  (re- 
lating to  credit  for  employment  of  certain  new  employees) . 

A  State  may  provide  or  subsidize  any  job  position  under  the  program 
as  such  State  determines  to  be  appropriate,  but  acceptance  of  any  such 
position  shall  be  voluntary. 

(d)  The  amount  of  the  Federal  payment  to  a  State  under  section  403 
for  any  quarter  for  expenditures  incurred  in  operating  a  work  supple- 
mentation program  shall  not  exceed  an  amount  equal  to  the  difference 
between — 
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(1)  the  amount  which  would  have  been  paid  under  section  403 
to  such  State  for  such  quarter  under  the  State  plan  if  it  did  not 
have  a  work  supplementation  program  in  effect  and  had  not  altered 
its  State  plan  accordingly,  as  such  State  plan  was  in  effect  in  May 
1981,  or  as  modified  thereafter  as  required  by  Federal  law;  and 

(2)  the  amount  paid  to  such  State  under  section  JfiS  for  such 
quarter  exclusive  of  the  amount  so  paid  for  such  quarter  for  the 
work  supplementation  program. 

(e)  (1)  Nothing  in  this  section  shall  be  construed  as  requiring  a  State 
or  local  agency  administering  the  State  plan  to  provide  employee 
status  to  any  eligible  individual  to  whom  it  provides  a  job  position 
under  the  work  supplementation  program,  or  with  respect  to  w^hom  it 
provides  all  or  part  of  the  wages  paid  to  such  individual  by  another 
entity  under  such  program. 

(2)  Nothing  in  this  section  shall  be  construed  as  requiring  such  State 
or  local  agency  to  provide  that  eligible  individuals  filling  job  positions 
provided  by  other  entities  under  such  program  be  provided  employee 
status  by  such  entity  during  the  first  13  weeks  during  ivhich  tihey  fill 
such  position. 

(3)  Wages  paid  under  a  loork  supplementation  program  shall  be 
considered  to  be  earned  income  for  purposes  of  any  provision  of  law. 

(f)  Any  work  supplementation  program  operated  by  a  State  shall 
be  administered  by — 

(1)  the  agency  designated  to  administer  or  supervise  the  admin- 
istration of  the  State  plan  under  section  402(a)  (3) ;  or 

(2)  the  agency  (if  any)  designated  to  administer  the  community 
icork  experience  program  under  section  409. 

(g)  Any  State  tvhich  chooses  to  operate  a  work  supplementation 
program  under  this  section  may  choose  to  provide  that  any  individual 
who  participates  in  such  program,  and  any  child  or  relative  of  such 
individual  (or  other  individual  living  in  the  same  household  as  such 
individual)  who  would  be  eligible  for  aid  under  the  State  plan  ap- 
proved under  this  part  if  such  State  did  not  have  a  work  supple- 
mentation program,  shall  be  considered  individuals  receiving  aid  under 
the  State  plan  approved  under  this  part  for  purposes  of  eligibility 
for  medical  assistance  under  the  State  plan  approved  under  title  XIX. 

(h)  No  individual  receiving  a  grant  under  the  State  plan  shall  be 
excused,  by  reason  of  the  fact  that  such  State  has  a  work  supple- 
mentation program,  from  any  requirement  of  this  part  of  part  G 
relating  to  work  requirements. 

[Part  B— Child-Welfare  Services 
[Appropriation 

[Sec.  420.  (a)  For  the  purpose  of  enabling  the  United  States, 
through  the  Secretary,  to  cooperate  with  State  public  welfare  agen- 
cies, in  establishing,  extending,  and  strengthening  child  welfare  serv- 
ices, there  is  authorized  to  be  appropriated  for  each  fiscal  year  the 
sum  of  $266,000,000. 

[(b)  Funds  appropriated  for  any  fiscal  year  pursuant  to  the  authori- 
zation contained  in  subsection  (a)  shall  be  included  in  the  appropri- 
ation Act  (or  supplemental  appropriation  Act)  for  the  fiscal  year 
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preceding  the  fiscal  year  for  which  such  funds  are  available  for  obliga- 
tion. In  order  to  effect  a  transition  to  this  method  of  timing  appropria- 
tion action,  the  preceding  sentence  shall  apply  notwithstanding  the 
fact  that  its  initial  application  will  result  in  the  enactment  in  the  same 
year  (whether  in  the  same  appropriation  Act  or  otherwise)  of  two 
separate  appropriations,  one  for  the  then  current  fiscal  year  and 
one  for  the  succeeding  fiscal  year. 

[Allotments  to  States 

[Sec.  421.  (a)  The  sum  appropriated  pursuant  to  section  420  for 
each  fiscal  year  shall  be  allotted  by  the  Secretary  for  use  by  cooperat- 
ing State  public  welfare  agencies  which  have  plans  developed  jointly 
by  the  State  agency  and  the  Secretary  as  follows :  He  shall  first  allot 
$70,000  to  each  State,  and  shall  then  allot  to  each  State  an  amount 
which  bears  the  same  ratio  to  the  remainder  of  such  sum  as  the  product 
of  (1)  the  population  of  the  State  under  the  age  of  twenty-one  and 
(2)  the  allotment  percentage  of  the  State  (as  determined  under  this 
section)  bears  to  the  sum  of  the  corresponding  products  of  all  the 
States. 

[(b)  The  "allotment  percentage"  for  any  State  shall  be  100  per 
centum  less  the  State  percentage ;  and  the  State  percentage  shall  be  the 
percentage  which  bears  the  same  ratio  to  50  per  centum  as  the  per 
capita  income  of  such  State  bears  to  the  per  capita  income  of  the 
United  States;  except  that  (1)  the  allotment  percentage  shall  in  no 
case  be  less  than  30  per  centum  or  more  than  70  per  centum,  and 
(2)  the  allotment  percentage  shall  be  70  per  centum  in  the  case 
of  Puerto  Rico,  the  Virgin  Islands,  and  Guam. 

[(c)  The  allotment  percentage  for  each  State  shall  be  promulgated 
by  the  Secretary  between  October  1  and  November  30  of  each  even- 
numbered  year,  on  the  basis  of  the  average  per  capita  income  of  each 
State  and  of  the  United  States  for  the  three  most  recent  calendar  years 
for  which  satisfactory  data  are  available  from  the  Department  of 
Commerce.  Such  promulgation  shall  be  conclusive  for  each  of  the  two 
fiscal  years  in  the  period  beginning  October  1  next  succeeding  such 
promulgation. 

[(d)  For  purposes  of  this  section,  the  term  "United  States"  means 
the  fifty  States  and  the  District  of  Columbia. 

[State  Plans  for  Child  Welfare  Services 

[Sec.  422.  (a)  In  order  to  be  eligible  for  payment  under  this  part, 
a  State  must  have  a  plan  for  child  welfare  services  which  has  been 
developed  jointly  by  the  Secretary  and  the  State  agency  designated 
pursuant  to  subsection  (b)  (1),  and  which  meets  the  requirements  of 
subsection  (b). 

[(b)  Each  plan  for  child  welfare  services  under  this  part  shall — 
[(1)  provide  that  (A)  the  individual  or  agency  designated 
pursuant  to  section  2003(d)  (1)  (C)  to  administer  or  supervise  the 
administration  of  the  State's  services  program  will  administer  or 
supervise  the  administration  of  the  plan  (except  as  otherwise 
provided  in  section  103(d)  of  the  Adoption  Assistance  and  Child 
Welfare  Act  of  1980),  and  (B)  to  the  extent  that  child  welfare 
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services  are  furnished  by  the  staff  of  the  State  agency  or  local 
agency  administering  the  plan,  a  single  organizational  unit  in  such 
State  or  local  agency,  as  the  case  may  be,  will  be  responsible  for 
furnishing  such  child  welfare  services ; 

[(2)  provide  for  coordination  between  the  services  provided  for 
children  under  the  plan  and  the  services  and  assistance  provided 
under  title  XX,  under  the  State  plan  approved  under  part  A  of 
this  title,  under  the  State  plan  approved  under  part  E  of  this  title, 
and  under  other  State  programs  having  a  relationship  to  the  pro- 
gram under  this  part,  with  a  view  to  provision  of  welfare  and 
related  services  which  will  best  promote  the  welfare  of  such  chil- 
dren and  their  families ; 

[(3)  provide  that  the  standards  and  requirements  imposed  with 
respect  to  child  day  care  under  title  XX  shall  apply  with  respect 
to  day  care  services  under  this  part,  except  insotar  as  eligibility 
for  such  services  is  involved ; 

[(4)  provide  for  the  training  and  effective  use  of  paid  parapro- 
f essional  staff,  with  particular  emphasis  on  the  full-time  or  part- 
time  employment  of  persons  of  low  income,  as  community  service 
aides,  in  the  administration  of  the  plan,  and  for  the  use  of  nonpaid 
or  partially  paid  volunteers  in  providing  services  and  in  assisting 
any  advisory  committees  established  by  the  State  agency; 

[(5)  contain  a  description  of  the  services  to  be  provided  and 
specify  the  geographic  areas  where  such  services  will  be  available ; 

[(6)  contain  a  description  of  the  steps  which  the  State  will  take 
to  provide  child  welfare  services  and  to  make  progress  in — 
[(A)  covering  additional  political  subdivisions, 
[(B)  reaching  additional  children  in  need  of  services,  and 
[(C)  expanding  and  strengthening  the  range  of  existing 
services  and  developing  new  types  of  services, 
along  with  a  description  of  the  State's  child  welfare  services  staff 
development  and  training  plans ; 

[(7)  provide,  in  the  development  of  services  for  children,  for 
utilization  of  the  facilities  and  experience  of  voluntary  agencies 
in  accordance  with  State  and  local  programs  and  arrangements, 
as  authorized  by  the  State ;  and 

[(8)  provide  that  the  agency  administering  or  supervising  the 
administration  of  the  plan  will  furnish  such  reports,  containing 
such  information,  and  participate  in  such  evaluations,  as  the  Sec- 
retary may  require. 

[Payment  to  States 

[Sec.  423.  (a)  From  the  sums  appropriated  therefor  and  the  allot- 
ment under  this  part,  subject  to  the  conditions  set  forth  in  this  section 
and  in  section  427,  the  Secretary  shall  from  time  to  time  pay  to  each 
State  that  has  a  plan  developed  in  accordance  with  section  422  an 
amount  equal  to  75  per  centum  of  the  total  sum  expended  under  the 
plan  (including  the  cost  of  administration  of  the  plan)  in  meeting  the 
costs  of  State,  district,  county,  or  other  local  child  welfare  services. 

[(b)  The  method  of  computing  and  making  payments  under  this 
section  shall  be  as  follows: 
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[(1)  The  Secretary  shall,  prior  to  the  beginning  of  each  period 
for  which  a  payment  is  to  be  made,  estimate  the  amount  to  be  paid 
to  the  State  for  such  period  under  the  provisions  of  this  section. 

[(2)  From  the  allotment  available  therefor,  the  Secretary  shall 
pay  the  amount  so  estimated,  reduced  or  increased,  as  the  case  may 
be,  by  any  sum  (not  previously  adjusted  under  this  section)  by 
which  he  finds  that  his  estimate  of  the  amount  to  be  paid  the  State 
lor  any  prior  period  under  this  section  was  greater  or  less  than 
the  amount  which  should  have  been  paid  to  the  State  for  such 
prior  period  under  this  section. 
[(c)  (1)  No  payment  may  be  made  to  a  State  under  this  part,  for 
any  fiscal  year  beginning  after  September  30,  1979,  with  respect  to 
State  expenditures  made  for  (A)  child  day  care  necessary  solely 
because  of  the  employment,  or  training  to  prepare  for  employment, 
of  a  parent  or  other  relative  with  whom  the  child  involved  is  living, 
(B)  foster  care  maintenance  payments,  and  (C)  adoption  assistance 
payments,  to  the  extent  that  the  Federal  payment  with  respect  to 
those  expenditures  would  exceed  the  total  amount  of  the  Federal 
payment  under  this  part  for  fiscal  year  1979. 

[(2)  Expenditures  made  by  a  State  for  any  fiscal  year  which  begins 
after  September  30,  1979,  for  foster  care  maintenance  payments  shall 
be  treated  for  purposes  of  making  Federal  payments  under  this  part 
with  respect  to  expenditures  for  child  welfare  services,  as  if  such 
foster  care  maintenance  payments  constituted  child  welfare  services  of 
a  type  to  which  the  limitation  imposed  by  paragraph  (1)  does  not 
apply;  except  that  the  amount  payable  to  the  State  with  respect  to 
expenditures  made  for  other  child  welfare  services  and  for  foster  care 
maintenance  payments  during  any  such  year  shall  not  exceed  100 
per  centum  of  the  amount  of  the  expenditures  made  for  child  welfare 
services  for  which  payment  may  be  made  under  the  limitation  imposed 
by  paragraph  (1)  as  in  effect  without  regard  to  this  paragraph. 

[(d)  No  payment  may  be  made  to  a  State  under  this  part  in  excess 
of  the  payment  made  under  this  part  for  fiscal  year  1979,  for  any  fiscal 
year  beginning  after  September  30,  1979,  if  the  latter  fiscal  year  the 
total  of  the  State's  expenditures  for  child  welfare  services  under  this 
part  (excluding  expenditures  for  activities)  specified  in  subsection 
(c)  (1)  is  less  than  the  total  of  the  State's  expenditures  under  this  part 
(excluding  expenditures  for  such  activities)  for  fiscal  year  1979. 

[Reallotment 

[Sec.  424.  The  amount  of  any  allotment  to  a  State  under  section 
421  for  any  fiscal  year  which  the  State  certifies  to  the  Secretary  will 
not  be  required  for  carrying  out  the  State  plan  developed  as  provided 
in  section  422  shall  be  available  for  reallotment  from  time  to  time,  on 
such  dates  as  the  Secretary  may  fix,  to  other  States  which  the  Secre- 
tary determines  (1)  have  need  in  carrying  out  their  State  plans  so 
developed  for  sums  in  excess  of  those  previously  allotted  to  them  under 
section  421  and  (2)  will  be  able  to  use  such  excess  amounts  during  such 
fiscal  year.  Such  reallotments  shall  be  made  on  the  basis  of  the  State 
plans  so  developed,  after  taking:  into  consideration  the  population 
under  the  age  of  twenty-one,  and  the  per  capita  income  of  each  such 
State  as  compared  with  the  population  under  the  age  of  twenty-one, 
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and  the  per  capita  income  of  all  such  States  with  respect  to  which  such 
a  determination  by  the  Secretary  has  been  made.  Any  amount  so  re- 
allotted  to  a  State  shall  be  deemed  part  of  its  allotment  under  section 
421. 

[Definitions 

[Sec.  425.  (a)  (1)  For  purposes  of  this  title,  the  term  "child  welfare 
services"  means  public  social  services  which  are  directed  toward  the 
accomplishment  of  the  following  purposes:  (A)  protecting  and  pro- 
moting the  welfare  of  all  children,  including  handicapped,  homeless, 
dependent,  or  neglected  children;  (B)  preventing  or  remedying,  or 
assisting  in  the  solution  of  problems  which  may  result  in,  the  neglect, 
abuse,  exploitation,  or  delinquency  of  children;  (C)  preventing  the 
unnecessary  separation  of  children  from  their  families  by  identifying 
family  problems,  assisting  families  in  resolving  their  problems,  and 
preventing  breakup  of  the  family  where  the  prevention  of  child  re- 
moval is  desirable  and  possible;  (D)  restoring  to  their  families  chil- 
dren who  have  been  removed,  by  the  provision  of  services  to  the  child 
and  the  families;  (E)  placing  children  in  suitable  adoptive  homes, 
in  cases  where  restoration  to  the  biological  family  is  not  possible  or 
appropriate;  and  (F)  assuring  adequate  care  of  children  away  from 
their  homes,  in  cases  where  the  child  cannot  be  returned  home  or 
cannot  be  placed  for  adoption. 

[(2)  Funds  expended  by  a  State  for  any  calendar  quarter  to  comply 
with  the  statistical  report  required  by  section  476(b),  and  funds  ex- 
pended with  respect  to  nonrecurring  costs  of  adoption  proceedings 
in  the  case  of  children  placed  for  adoption  with  respect  to  whom  as- 
sistance is  provided  under  a  State  plan  for  adoption  assistance  ap- 
proved under  part  E  of  this  title,  shall  be  deemed  to  have  been  ex- 
pended for  child  welfare  services. 

[(b)  For  other  definitions  relating  to  this  part  and  to  part  E  of  this 
title,  see  section  475  of  this  Act. 

[Research,  Training,  or  Demonstration  Projects 

[Sec.  426.  (a)  There  are  hereby  authorized  to  be  appropriated  for 
each  fiscal  year  such  sums  as  the  Congress  may  determine — 
[  ( 1 )  for  grants  by  the  Secretary — 

[(A)  to  public  or  other  nonprofit  institutions  of  higher 
learning,  and  to  public  or  other  nonprofit  agencies  and  or- 
ganizations engaged  in  research  or  child-welfare  activities, 
for  special  research  or  demonstration  projects  in  the  field  of 
child  welfare  which  are  of  regional  or  national  significance 
and  for  special  projects  for  the  demonstration  of  new  meth- 
ods or  facilities  which  show  promise  of  substantial  contri- 
bution to  the  advancement  of  child  welfare ; 

[(B)  to  State  or  local  public  agencies  responsible  for  ad- 
ministering, or  supervising  the  administration  of,  the  plan 
under  this  part,  for  projects  for  the  demonstration  of  the 
utilization  of  research  (including  findings  resulting  there- 
from) in  the  field  of  child  welfare  in  order  to  encourage  ex- 
perimental and  special  types  of  welfare  services;  and 
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[(C)  to  public  or  other  nonprofit  institutions  of  higher 
learning  for  special  projects  for  training  personnel  for  work 
in  the  field  of  child  welfare,  including  traineeships  with  such 
stipends  and  allowances  as  may  be  permitted  by  the  Secre- 
tary ;  and 

[(2)  for  contracts  or  jointly  financed  cooperative  arrangements 
with  States  and  public  and  other  organizations  and  agencies  for 
the  conduct  of  research,  special  projects,  or  demonstration  proj- 
ects relating  to  such  matters. 
[(b)  Payments  of  grants  or  under  contracts  or  cooperative  arrange- 
ments under  this  section  may  be  made  in  advance  or  by  way  of  reim- 
bursement, and  in  such  installments,  as  the  Secretary  may  determine ; 
and  shall  be  made  on  such  conditions  as  the  Secretary  finds  neces- 
sary to  carry  out  the  purposes  of  the  grants,  contracts,  or  other 
arrangements. 

[Foster  Care  Protection  Required  for  Additional  Federal 

Payments 

[Sec.  427.  (a)  If,  for  any  fiscal  year  after  fiscal  year  1979,  there  is 
appropriated  under  section  420  a  sum  in  excess  of  $141,000,000,  a 
State  shall  not  be  eligible  for  payment  from  its  allotment  in  an  amount 
greater  than  the  amount  for  which  it  would  be  eligible  if  such  appro- 
priation were  equal  to  $141,000,000,  unless  such  State — 

[(1)  has  conducted  an  inventory  of  all  children  who  have  been 
in  foster  care  under  the  responsibility  of  the  State  for  a  period  of 
six  months  preceding  the  inventory,  and  determined  the  appro- 
priateness of,  and  necessity  for,  the  current  foster  placement, 
whether  the  child  can  be  or  should  be  returned  to  his  parents  or 
should  be  freed  for  adoption,  and  the  services  necessary  to  facili- 
tate either  the  return  of  the  child  or  the  placement  of  the  child 
for  adoption  or  legal  guardianship ;  and 

[(2)  has  implemented  and  is  operating  to  the  satisfaction  of 
the  Secretary — 

[(A)  a  statewide  information  system  from  which  the 
status,  demographic  characteristics,  location,  and  goals  for 
the  placement  of  every  child  in  foster  care  or  who  has  been  in 
such  care  within  the  preceding  twelve  months  can  readily  be 
determined ; 

[(B)  a  case  review  system  (as  defined  in  section  475(5)) 
for  each  child  receiving  foster  care  under  the  supervision  of 
the  State ;  and 

[(C)  a  service  program  designed  to  help  children,  where 
appropriate,  return  to  families  from  which  they  have  been 
removed  or  be  placed  for  adoption  or  legal  guardianship. 
[(b)  if  for  each  of  any  two  consecutive  fiscal  years  after  the  fiscal 
year  1979,  there  is  appropriated  under  section  420  a  sum  equal  to 
$266,000,000,  each  State's  allotment  amount  for  any  fiscal  year  after 
such  two  consecutive  fiscal  years  shall  be  reduced  to  an  amount  equal 
to  its  allotment  amount  for  the  fiscal  year  1979,  unless  such  State — 
T(l)  has  completed  an  inventory  of  the  type  specified  in  sub- 
section (a) (1) ; 
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[(2)  has  implemented  and  is  operating  the  program  and  sys- 
tems specified  in  subsection  (a) (2) ; and 

[(3)  has  implemented  a  preplacement  preventive  service  pro- 
gram designed  to  help  children  remain  with  their  families. 
[(c)  Any  amounts  expended  by  a  State  for  the  purpose  of  comply- 
ing with  the  requirements  of  subsection  (a)  or  (b)  shall  be  conclusively 
presumed  to  have  been  expended  for  child  welfare  services. 

[Payments  to  Indian  Tribal  Organizations 

[Sec.  428.  (a)  The  Secretary  may,  in  appropriate  cases  (as  deter- 
mined by  the  Secretary)  make  payments  under  this  part  directly  to 
an  Indian  tribal  organization  within  any  State  which  has  a  plan  for 
child  welfare  services  approved  under  this  part.  Such  payments  shall 
be  made  in  such  manner  and  in  such  amounts  as  the  Secretary  deter- 
mines to  be  appropriate. 

[(b)  Amounts  paid  under  subsection  (a)  shall  be  deemed  to  be  a 
part  of  the  allotment  (as  determined  under  section  421)  for  the  State 
in  which  such  Indian  tribal  organization  is  located. 
[(c)  For  purposes  of  this  section — 

[(1)  the  term  "tribal  organization"  means  the  recognized  gov- 
erning body  of  any  Indian  tribe,  or  any  legally  established  or- 
ganization of  Indians  which  is  controlled,  sanctioned,  or  chartered 
by  such  governing  body ;  and 

[(2)  the  term  "Indian  tribe  means  any  tribe,  band,  nation,  or 
other  organized  group  or  community  of  Indians  (including  any 
Alaska  Native  village  or  regional  or  ATilla£e  corporation  as  de- 
fined in  or  established  pursuant  to  the  Alaska  Native  Claims  Set- 
tlement Act  (Public  92-203:  85  Stat,  688))  which  (A)  is  rec- 
ognized as  eligible  for  the  special  programs  and  services  provided 
bv  the  United  States  to  Indians  because  of  their  status  as  Indians, 
or  (B)  is  located  on,  or  in  proximity  to,  a  Federal  or  State  reser- 
vation or  rancheria.] 

Part  C — Work  Incentive  Program  for  ReciDients  of  Aid  Under 
State  Plan  Approved  Under  Part  A 

******* 
Work  Incentive  Demonstration  Program 

Sec.  445  ( a)  Notwithstanding  any  other  provision  of  this  part  and 
part  A  of  this  title,  any  State  may  elect  as  an  alternative  to  the  work 
incentive  program  othenoise  provided  in  this  part,  and  subject  to  the 
provisions  of  this  section,  to  operate  a  work  incentive  demonstration 
program  for  the  purpose  of  demonstrating  single  agency  adminis- 
tration of  the  work-related  objectives  of  this  Act,  and  to  receive  pay- 
ments under  the  provisions  of  this  section. 

(b)(1)  Not  later  than  sixty  days  following  the  date  of  the  enact- 
ment of  this  section,  the  Governor  of  a  State  which  desires  to  overate 
a  work  incentive  demonstration  program  under  this  section  shall  sub- 
mit to  the  Secretary  of  Health  and  Human  Services  a  letter  of  appli- 
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cation  stating  such  intent.  Accompanying  the  letter  of  application 
shall  be  a  State  program  plan  which  must — 

(A)  provide  that  the  agency  conducting  the  demonstration  pro- 
gram within  the  State  shall  be  the  single  State  agency  which  ad- 
ministers or  supervises  the  administration  of  the  State  plan  under 
part  A  of  this  title; 

(B)  provide  that  all  persons  eligible  for  or  receiving  assistance 
under  the  aid  to  families  with  dependent  children  program  shall 
be  eligible  to  participate  in,  and  shall  be  required  to  participate 
in,  the  work  incentive  demonstration  program,  subject  to  the 
same  criteria  for  participation  in  such  demonstration  program  as 
are  in  effect  under  this  part  and  part  A  during  the  month  before 
the  month  in  which  the  demonstration  program  commences; 

(C)  provide  that  the  criteria  for  participation  in  the  work 
incentive  demonstration  program  shall  be  uniform  throughout  th* 
State; 

(D)  provide  a  statement  of  the  objectives  which  the  State  ex- 
pects to  meet  through  operation  of  a  work  incentive  demonstra- 
tion program,  with  emphasis  on  how  the  State  expects  to  maxi- 
mize client  placement  in  nonsubsidized  private  sector  employment; 

(E)  describe  the  techniques  to  be  used  to  achieve  the  objectives 
of  the  work  incentive  demonstration  program,  which  may  include 
but  shall  not  be  limited  to :  maximum  periods  of  participation,  job 
training,  job  find  clubs,  grant  diversion  to  either  public  or  private 
sector  employers,  services  contracts  with  State  employment  serv- 
ices, prime  sponsors  under  the  Comprehensive  Employment  and 
Training  Act  of  1973,  or  private  placement  agencies,  targeted  jobs 
tax  credit  outreach  campaigns,  and  performance-based  placement 
incentives ;  and 

(F)  set  forth  the  format  and  frequency  of  reporting  of  infor- 
mation regarding  operation  of  the  work  incentive  demonstration 
program, 

(2)  A  State's  application  to  participate  in  the  work  incentive  pro- 
gram shall  be  deemed  approved  unless  the  Secretary  of  Health  and 
Human  Services  notifies  the  State  in  writing  of  disapproval  within 
forty-five  days  of  the  date  of  application,  the  Secretary  of  Health 
and  Human  Services  shall  set  forth  the  reasons  for  disapproval  and 
provide  an  opportunity  for  resubmission  of  the  plan  icithin  forty-five 
days  of  the  receipt  of  the  notice  of  disapproval.  An  application  shall 
not  be  finally  disapproved  unless  the  Secretary  of  Health  and  Human 
Services  determines  that  the  State's  program  plan  would  be  less  effec- 
tive than  the  requirements  set  forth  in  this  title,  other  than  this  section. 

(3)  The  Secretary  of  Health  and  Human  Services  shall  furnish 
copies  of  approved  plans,  statistical  reports*  and  evaluation  reports  to 
the  Secretary  of  Labor. 

(c)  Subject  to  the  statement  of  objectives  and  description  of  tech- 
niques to  be  used  in  implementing  its  work  incentive  demonstration 
program,  as  set  forth  in  its  program  plan,  a  State  shall  be  free  to  de- 
sign a  program  which  best  addresses  its  individual  needs,  makes  best 
use  of  its  available  resources,  and  recognizes  its  labor  market  condi- 
tions. Other  than  criteria  for  participation  in  the  State's  work  incen- 
tive demonstration  project,  which  shall  be  uniform,  throughout  the 
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State,  the  components  of  the  program  may  vary  by  geographic  area  or 
by  political  subdivision. 

(d)  A  State's  work  incentive  demonstration  program,  if  initially 
approved,  shall  be  in  force  for  a  three-year  period.  During  this  period, 
the  State  may  elect  to  use  up  to  six  months  for  2)lanning  purposes. 
During  such  planning  period,  all  requirements  of  part  A  and  this  part 
0  shall  remain  in  full  force  and  effect. 

(e)  The  Secretary  of  Health  and  Human  Services  shall  conduct  two 
evaluations  of  a  State's  work  incentive  demonstration  program.  The 
first  evaluation  shall  be  conducted  at  the  conclusion  of  the  first  twelve 
months  of  operation  of  the  demonstration  program.  The  second  evalu- 
ation shall  be  conducted  at  the  conclusion  of  the  demonstration  pro- 
gram. Both  evaluations  shall  compare  placement  rates  during  the  dem- 
onstration program  with  placement  rates  achieved  during  a  number 
of  previous  years,  to  be  determined  by  the  Secretary  of  Health  and 
Human  Services. 

(/)  (1)  For  each  year  of  its  demonstration  program,  a  State  which 
is  operating  such  program  shall  be  funded  in  an  amount  equal  to  its 
initial  annual  1981  allocation  under  the  ivork  incentive  program  set 
forth  in  this  part,  plus  any  other  Federal  funds  which  the  State  may 
properly  receive  under  any  statute  for  establishing  work  programs  for 
recipients  of  aid  to  families  with  dependent  children. 

(2)  Such  funds  shall  only  be  used  by  the  Slate  for  administering 
and  operating  its  work  incentive  demonstration  program.  These  funds 
shall  not  be  used  for  direct  grants  of  assistance  under  the  aid  to  fami- 
lies with  dependent  children  program. 

(g)  Earnings  derived  from  participation  in  a  State's  work  incen- 
tive demonstration  program  shall  not  result  in  a  determination  of 
financial  ineligibility  for  assistance  under  the  aid  to  families  with 
dependent  children  program. 

Part  D — Child  Support  and  Establishment  of  Paternity 

Appropriation 

Sec.  451.  For  the  purpose  of  enforcing  the  support  obligations 
owed  by  absent  parents  to  their  children  and  the  spouse  {or  former 
spouse)  with  to  horn  such  children  are  living,  locating  absent  parents, 
establishing  paternity,  and  obtaining  child  and  spousal  support,  there 
is  hereby  authorized  to  be  appropriated  for  each  fiscal  year  a  sum  suf- 
ficient to  carry  out  the  purposes  of  this  part. 

Duties  of  the  Secretary 

Sec.  452.  (a)  The  Secretary  shall  establish,  within  the  Department 
of  Health,  Education,  and  Welfare  a  separate  organizational  unit, 
under  the  direction  of  a  designee  of  the  Secretary,  who  shall  report 
directly  to  the  Secretarj^  and  who  shall — 

(1)  establish  such  standards  for  State  programs  for  locating 
absent  parents,  establishing  paternity,  and  obtaining  child  sup- 
port and  support  for  the  spouse  (or  farmer  spouse)  receiving  aid 
to  families  with  dependent  children  on  behalf  of  an  absent  parent's 
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child  as  he  determines  to  be  necessary  to  assure  that  such  programs 
will  be  effective ; 

(2)  establish  minimum  organizational  and  staffing  requirements 
for  State  units  engaged  in  carrying  out  such  programs  under 
plans  approved  under  this  part; 

(3)  review  and  approve  State  plans  for  such  programs; 

(4)  evaluate  the  implementation  of  State  programs  established 
pursuant  to  such  plan,  conduct  such  audits  of  State  programs 
established  under  the  plan  approved  under  this  part  as  may  be 
necessary  to  assure  their  conformity  with  the  requirements  of  this 
part,  and,  not  less  often  than  annually,  conduct  a  complete  audit 
of  the  programs  established  under  such  plan  in  each  State  and 
determine  for  the  purposes  of  the  penalty  provision  of  section 
403(h)  whether  the  actual  operation  of  such  programs  in  each 
State  conforms  to  the  requirements  of  this  part ; 

(5)  assist  States  in  establishing  adequate  reporting  procedures 
and  maintain  records  of  the  operations  of  programs  established 
pursuant  to  this  part  in  each  State ; 

(6)  maintain  records  of  all  amounts  collected  and  disbursed 
under  programs  established  pursuant  to  the  provisions  of  this  part 
and  of  the  costs  incurred  in  collecting  such  amounts ; 

(7)  provide  technical  assistance  to  the  States  to  help  them  es- 
tablish effective  systems  for  collecting  child  and  spousal  support 
and  establishing  paternity ; 

(8)  receive  applications  from  States  for  permission  to  utilize 
the  courts  of  the  United  States  to  enforce  court  orders  for  support 
against  absent  parents  and,  upon  a  finding  that  (A)  another  State 
has  not  undertaken  to  enforce  the  court  order  of  the  originating 
State  against  the  absent  parent  within  a  reasonable  time,  and  (B) 
that  utilization  of  the  Federal  courts  is  the  only  reasonable  method 
of  enforcing  such  order,  approve  such  applications ; 

(9)  operate  the  Parent  Locator  Service  established  by  section 
453;  and 

(10)  not  later  than  three  months  after  the  end  of  each  fiscal 
year,  beginning  with  the  year  1977,  submit  to  the  Congress  a  full 
and  complete  report  on  all  activities  undertaken  pursuant  to  the 
provisions  of  this  part,  which  report  shall  include,  but  not  be 
limited  to,  the  following : 

(A)  total  program  costs  and  collections  set  forth  in  suf- 
ficient detail  to  show  the  cost  to  the  States  and  the  Federal 
Government,  the  distribution  of  collections  to  families,  State 
and  local  governmental  units,  and  the  Federal  Government ; 
and  an  identification  of  the  financial  impact  of  the  provi- 
sions of  this  part ; 

(B)  costs  and  staff  associated  with  the  Office  of  Child 
Support  Enforcement; 

(C)  the  number  of  child  support  cases  (with  separate  iden- 
tification of  the  number  in  which  collection  of  spousal  sup- 
port was  involved)  in  each  State  during  each  quarter  of  the 
fiscal  year  last  ending  before  the  report  is  submitted  and 
during  each  quarter  of  the  preceding  fiscal  year  (including 
the  transitional  period  beginning  July  1.  1976.  and  ending 
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September  30.  1976.  in  the  case  of  the  first  report  to  which 
this  subparagraph  applies) ,  and  the  disposition  of  such  cases; 

(D)  the  status  of  all  State  plans  under  this  part  as  of  the 
end  of  the  fiscal  year  last  ending  before  the  report  is  sub- 
mitted, together  with  an  explanation  of  any  problems  which 
are  delaying  or  preventing  approval  of  State  plans  under 
this  part ; 

(E)  data,  by  State,  on  the  use  of  the  Federal  Parent 
Locator  Service,  and  the  number  of  locate  requests  submitted 
without  the  absent  parent's  social  security  account  number; 

(F)  the  number  of  cases,  by  State,  in  which  an  applicant 
for  or  recipient  of  aid  under  a  State  plan  approved  under 
part  A  has  refused  to  cooperate  in  identifying  and  locating 
the  absent  parent  and  the  number  of  cases  in  which  refusal 
so  to  cooperate  is  based  on  good  cause  (as  determined  in 
accordance  with  the  standards  referred  to  in  section  402(a) 
(26)(B)(ii)); 

(G)  data,  by  State,  on  the  use  of  Federal  courts  and 
on  use  of  the  Internal  Revenue  Service  for  collections,  the 
number  of  court  orders  on  which  collections  were  made,  the 
number  of  paternity  determinations  made  and  the  number 
of  parents  located,  in  sufficient  detail  to  show  the  cost  and 
benefits  to  the  States  and  to  the  Federal  Government ;  and 

(H)  the  major  problems  encountered  which  have  delayed 
or  prevented  implementation  of  the  provisions  of  this  part 
during  the  fiscal  year  last  ending  prior  to  the  submission  of 
such  report. 

The  information  contained  in  any  such  report  under  subpara- 
graph (A)  shall  specifically  include  (i)  the  total  amount  of  child 
support  payments  collected  as  a  result  of  services  furnished  dur- 
ing the  fiscal  year  involved  to  individuals  under  section  454(6), 
(ii)  the  cost  to  the  States  and  to  the  Federal  Government  of  fur- 
nishing such  services  to  those  individuals,  and  (iii)  the  extent  to 
which  the  furnishing  of  such  services  were  successful  in  providing 
sufficient  support  to  those  individuals  to  assure  that  they  did  not 
require  assistance  under  the  State  plan  approved  under  part  A. 
(b)  The  Secretary  shall,  upon  the  request  of  any  State  having  in 
effect  a  State  plan  approved  under  this  part,  certify  the  amount  of  any 
child  support  obligation  assigned  to  such  State,  including  any  support 
obliaation  ivith  respect  to  the  parent  who  is  living  with  the  child  and 
receiving  aid  under  the  State  plan  approved  under  part  A  (or  under- 
taken to  be  collected  by  such  State  pursuant  to  section  454(6) )  to  the 
Secretary  of  the  Treasury  for  collection  pursuant  to  the  provisions  of 
section  6305  of  the  Internal  Revenue  Code  of  1954.  No  amount  may  be 
certified  for  collection  under  this  subsection  except  the  amount  of  the 
delinquency  under  a  court  or  administrative  order  for  support  and 
upon  a  showing  by  the  State  that  such  State  has  made  diligent  and 
reasonable  efforts  to  collect  such  amounts  utilizing  its  own  collection 
mechanisms,  and  upon  an  agreement  that  the  State  will  reimburse 
the  United  States  for  any  costs  involved  in  making  the  collection. 
The  Secretarv  after  consultation  with  the  Secretary  of  the  Treasury 
may,  by  regulation,  establish  criteria  for  accepting  amounts  for  col- 
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lection  and  for  making  certification  under  this  subsection  including 
imposing  such  limitations  on  the  frequency  of  making  such  certifica- 
tions under  this  subsection. 

Parent  Locator  Service 

Sec.  453.  (a)  *  *  * 

(c)  As  used  in  subsection  (a) ,  the  term  "authorized  person"  means — 

(1)  any  agent  or  attorney  of  any  State  having  in  effect  a  plan 
approved  under  this  part,  who  has  the  duty  or  authority  undei 
such  plans  to  seek  to  recover  any  amounts  owed  as  child  support 
or  support  for  a  spouse  receiving  aid  to  families  with  dependent 
children  (including,  when  authorized  under  the  State  plan,  any 
official  of  a  political  subdivision) ; 

(2)  the  court  which  has  authority  to  issue  an  order  against  an 
absent  parent  for  the  support  and  maintenance  of  a  child,  or  any 
agent  of  such  court ;  and 

(3)  the  resident  parent,  legal  guardian,  attorney,  or  agent  of  a 
child  (other  than  a  child  receiving  aid  under  part  A  of  this  title) 
(as  determined  by  regulations  prescribed  by  the  Secretary)  with- 
out regard  to  the  existence  of  a  court  order  against  an  absent  par- 
ent who  has  a  duty  to  support  and  maintain  any  such  child. 

%  *  ^  *  *  *  * 

State  Plan  for  Child  and  Spousal  Support 

Sec.  454.  A  State  plan  for  child  and  spousal  support  must — 

(1)  provide  that  it  shall  be  in  effect  in  all  political  subdivisions 
of  the  State; 

(2)  provide  for  financial  participation  by  the  State; 

(3)  provide  for  the  establishment  or  designation  of  a  single 
and  separate  organizational  unit,  which  meets  such  staffing  and 
organizational  requirements  as  the  Secretary  may  by  regulation 
prescribe,  within  the  State  to  administer  the  plan; 

(4)  provide  that  such  State  will  undertake — 

(A)  in  the  case  of  a  child  born  out  of  wedlock  with  respect 
to  whom  an  assignment  under  section  402(a)  (26)  of  this  title 
is  effective,  to  establish  the  paternity  of  such  child  unless  the 
agency  administering  the  plan  of  the  State  under  part  A  of 
this  title  determines  in  accordance  with  the  standards  pre- 
scribed by  the  Secretary  pursuant  to  section  402(a)  (26)  (B) 
that  it  is  against  the  best  interests  of  the  child  to  do  so,  and 

(B)  in  the  case  of  any  child  with  respect  to  whom  such 
assignment  is  effective,  to  secure  support  for  such  child  from 
his  parent  (or  from  any  other  person  legally  liable  for  such 
support)  [,]  and,  at  the  option  of  the  State,  from  such  par- 
ent for  his  spouse  (or  former  spouse)  receiving  aid  to  families 
with  dependent  children  (but  only  if  a  support  obligation 
has  been  established  with  respect  to  such  spouse),  utilizing 
any  reciprocal  arrangements  adopted  with  other  States  (un- 
less the  agency  administering  the  plan  of  the  State  under 
part  A  of  this  title  determines  in  accordance  with  the  stand- 
ards prescribed  by  the  Secretary  pursuant  to  section  402(a) 
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(26)  (B)  that  it  is  against  the  best  interests  of  the  child  to 
do  so) ,  except  that  when  such  arrangements  and  other  means 
have  proven  ineffective,  the  State  may  utilize  the  Federal 
courts  to  obtain  or  enforce  court  orders  for  support ; 

(5)  provide  that,  in  any  case  in  which  [child]  support  pay- 
ments are  collected  for  a  [child]  an  individual  with  respect  to 
whom  an  assignment  under  section  402(a)  (26)  is  effective,  such 
payments  shall  be  made  to  the  State  for  distribution  pursuant 
to  section  457  and  shall  not  be  paid  directly  to  the  family  except 
that  this  paragraph  shall  not  apply  to  such  payments  (except 
as  provided  in  section  457  (c) )  for  any  month  in  which  the  amount 
collected  is  sufficient  to  make  such  family  ineligible  for  assistance 
under  the  State  plan  approved  under  part  A ; 

(6)  provide  that  (A)  the  child  support  collection  or  paternity 
determination  services  established  under  the  plan  shall  be  made 
available  to  any  individual  not  otherwise  eligible  for  such  services 
upon  application  filed  by  such  individual  with  the  State,  (B)  an 
application  fee  for  furnishing  [such  services]  services  under  the 
State  plan  (other  than  collection  of  support)  may  be  imposed, 
except  that  the  amount  of  any  such  application  fee  shall  be  reason- 
able, as  determined  under  regulations  of  the  Secretary,  and  [(C) 
any  costs  in  excess  of  the  fee  so  imposed  may  be  collected  from 
such  individual  by  deducting  such  costs  from  the  amount  of  any 
recovery  made;]  (C)  the  State  will  retain,  but  only  if  it  is  the 
State  which  makes  the  collection,  the  fee  imposed  under  State  law 
as  required  under  paragraph  (19)  ; 

(7)  provide  for  entering  into  cooperative  arrangements  with 
appropriate  courts  and  law  enforcement  officials  (A)  to  assist  the 
agency  administering  the  plan,  including  the  entering  into  of 
financial  arrangements  with  such  courts  and  officials  in  order  to 
assure  optimum  results  under  such  program,  and  (B)  with  respect 
to  any  other  matters  of  common  concern  to  such  courts  or  officials 
and  the  agency  administering  the  plan ; 

(8)  provide  that  the  agency  administering  the  plan  will  estab- 
lish a  service  to  locate  absent  parents  utilizing — 

(A)  all  sources  of  information  and  available  records,  and 

(B)  the  Parent  Locator  Service  in  the  Department  of 
Health,  Education,  and  Welfare ; 

(9)  provide  that  the  State  will,  in  accordance  with  standards 
prescribed  by  the  Secretary,  cooperate  with  any  other  State — 

(A)  in  establishing  paternity,  if  necessary, 

(B)  in  locating  an  absent  parent  residing  in  the  State 
(whether  or  not  permanently)  against  whom  any  action  is 
being  taken  under  a  program  established  under  a  plan  ap- 
proved under  this  part  in  another  State, 

(C)  in  securing  compliance  by  an  absent  parent  residing 
in  such  State  (whether  or  not  permanently)  with  an  order 
issued  bv  a  court  of  competent  jurisdiction  against  such 
parent  for  the  support  and  maintenance  of  [a]  the  child  or 
children  or  the  spouse  of  such  parent  with  respect  to  whom 
aid  is  being  provided  under  the  plan  of  such  other  State,  and 

(D)  in  carrying  out  other  functions  required  under  a  plan 
approved  under  this  part : 
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(10)  provide  that  the  State  will  maintain  a  full  record  of 

collections  ana  disbursements  maae  under  tlie  plan  and  have  an 
adequate  reporting  system; 

(11)  provide  that  amounts  collected  as  [child]  support  shall 
be  distributed  as  provided,  in  section  457 ; 

(12)  provide  that  any  payment  required  to  be  made  under 
section  45b  or  45  V  to  a  family  snail  be  made  to  the  resident  parent, 
legal  guardian,  or  caretaker  relative  having  custody  of  or  respon- 
sibility for  the  child  or  children ; 

(13)  provide  that  the  State  will  comply  with  such  other  re- 
quirements and  standards  as  the  Secretary  determines  to  be 
necessary  to  the  establishment  of  an  effective  program  for  locat- 
ing absent  parents,  establishing  paternity,  obtaining  support 
orders,  and  collecting  support  payments ; 

(14)  comply  with  such  bonding  requirements,  for  employees 
who  receive,  disburse,  handle,  or  have  access  to,  cash,  as  the  Sec- 
retary shall  by  regulations  prescribe ;  1 

(15)  maintain  methods  of  administration  which  are  designed 
to  assure  that  persons  responsible  for  handling  cash  receipts  shall 
not  participate  in  accounting  or  operating  functions  which  would 
permit  them  to  conceal  in  the  accounting  records  the  misuse  of 
cash  receipts  (except  that  the  Secretary  shall  by  regulations  pro- 
vide for  exceptions  to  this  requirement  in  the  case  of  sparsely  pop- 
ulated areas  where  the  hiring  of  unreasonable  additional  staff 
would  otherwise  be  necessary) ; 

(16)  provide,  at  the  option  of  the  State,  for  the  establishment, 
in  accordance  with  an  (initial  and  annually  updated)  advance 
automatic  data  processing  planning  document  approved  under 
section  452(d),  of  an  automatic  data  processing  and  information 
retrieval  system  designed  effectively  and  efficiently  to  assist  man- 
agement in  the  administration  of  the  State  plan,  in  the  State  and 
localities  thereof,  so  as  (A)  to  control,  account  for,  and  monitor 
(i)  all  the  factors  in  the  [child]  support  enforcement  collection 
and  paternity  determination  process  under  such  plan  (including, 
but  not  limited  to,  (I)  identifiable  correlation  factors  (such  as  so- 
cial security  numbers,  names,  dates  of  birth,  home  addresses  and 
mailing  addresses  (including  postal  ZIP  codes)  of  any  individual 
with  respect  to  whom  [child]  support  obligations  are  sought  to  be 
established  or  enforced  and  with  respect  to  any  person  to  whom 
such  support  obligations  are  owing)  to  assure  sufficient  com- 
patibility among  the  systems  of  different  jurisdictions  to  permit 
periodic  screening  to  determine  whether  such  individual  is  paying 
or  is  obligated  to  pay  [child]  support  in  more  than  one  jurisdic- 
tion, (II)  checking  of  records  of  such  individuals  on  a  periodic 
basis  with  Federal,  intra-  and  inter-State,  and  local  agencies, 
(III)  maintaining  the  data  necessary  to  meet  the  Federal  re- 
porting requirements  on  a  timely  basis,  and  (IV)  delinquency 
and  enforcement  activities),  (ii)  the  collection  and  distribution 
of  support  payments  (both  intra-  and  inter- St  ate ) ,  the  deter- 
mination, collection  and  distribution,  of  incentive  payments  both 
inter-  and  intra-State,  and  the  maintenance  of  accounts  receivable 
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on  all  amounts  owed,  collected  and  distributed,  and  (iii)  the  costs 
of  all  services  rendered,  either  directly  or  by  interfacing  with 
State  financial  management  and  expenditure  information.  (B) 
to  provide  interface  with  records  of  the  State's  aid  to  families 
with  dependent  children  program  in  order  to  determine  if  a  col- 
lection of  a  support  payment  causes  a  change  affecting  eligibility 
for  or  the  amount  of  aid  under  such  program,  (C)  to  provide 
for  security  against  unauthorized  access  to,  or  use  of,  the  data 
in  such  system,  and  (D)  to  provide  management  information  on 
all  cases  under  the  State  plan  from  initial  referral  or  application 
through  collection  and  enforcement;  [and] 

(17)  in  the  case  of  a  State  which  has  in  effect  an  agreement  with 
the  Secretary  entered  into  pursuant  to  section  463  for  the  use  of 
the  Parent  Locator  Service  established  under  section  453,  to 
accept  and  transmit  to  the  Secretary  requests  for  information 
authorized  under  the  provisions  of  the  agreement  to  be  furnished 
by  such  Service  to  authorized  persons,  and  to  impose  and  collect 
(in  accordance  with  regulations  of  the  Secretary)  a  fee  sufficient 
to  cover  the  costs  to  the  State  and  to  the  Secretary  incurred  by 
reason  of  such  requests,  to  transmit  to  the  Secretary  from  time 
to  time  (in  accordance  with  such  regulations)  so  much  of  the  fees 
collected  as  are  attributable  to  such  costs  to  the  Secretary  so 
incurred,  and  during  the  period  that  such  agreement  is  in  effect, 
otherwise  to  comply  with  such  agreement  and  regulations  of  the 
Secretary  with  respect  thereto^.],* 

(18)  provide  that  the  State  has  in  effect  procedures  necessary 
to  obtain  payment  of  past-due  support  from-  overpayments  made 
to  the  Secretary  of  the  Treasury  as  set  forth  in  section  1^6 A,  and 
take  all  steps  necessary  to  implement  and  utilize  such  procedures  ; 
and 

(19)  provide  that  a  fee  shall  he  imnosed  on  the  individual  %oho 
owes  a  child  or  spousal  suvport  obligation,  in  accordance  tvith 
State  law,  loith  respect  to  all  such  child  and  spousal  support  obli- 
gations for  which  collection  is  made  by  the  State  agency  under 
this  part  on  behalf  of  an  individual  not  otherwise  eligible  for 
collection  services  (as  determined  for  purposes  of  paragraph  (6)) 
in  an  amount  egual  to  10  percent  of  the  amount  so  otved  (and  for 
purposes  of  this  part,  no  part  of  the  amount  collected  shall  br 
considered  to  be  a  fee  collected  except  amounts  which  exceed  the 
actual  amount  of  support  owed). 

Payments  to  States 

Sec.  455.  (a)  From  the  sums  armropriated  therefor,  the  Secretary 
shall  pay  to  each  State  for  each  quarter,  beginning  with  the  quarter 
commencing  July  1, 1975,  an  amount — 

(1)  equal  to  75  percent  of  the  total  amounts  expended  bv  such 
State  during  such  quarter  for  the  operation  of  the  plan  approved 
under  section  454, 

(2)  equal  to  50  percent  of  the  total  amounts  expended  bv  such 
State  during  such  quarter  for  the  operation  of  a  plan  which  meets 
the  conditions  of  section  454  except  as  is  provided  by  a  waiver 
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by  the  Secretary  which  is  granted  pursuant  to  specific  authority 
set  forth  in  the  law,  and 

(3)  equal  to  90  percent  (rather  than  the  percent  specified  in 
clause  (1)  or  (2) )  of  so  much  of  the  sums  expended  during  such 
quarter  as  are  attributable  to  the  planning,  design,  develop- 
ment, installation  or  enhancement  of  an  automatic  data  proc- 
essing and  information  retrieval  system  which  the  Secretary  finds 
meets  the  requirements  specified  in  section  454(16) ; 
except  that  no  amount  shall  be  paid  to  any  State  on  account  of  amounts 
expended  to  carry  out  an  agreement  which  it  has  entered  into  pursuant 
to  section  463.  In  determining  the  total  amounts  expended  by  any 
State  during  a  quarter,  for  purposes  of  this  subsection,  there  shall  be 
excluded  an  amount  equal  to  the  total  of  any  fees  collected  or  other 
income  resulting  from  services  provided  under  the  plan  approved 
under  this  part, 

(b)  (1)  Prior  to  the  beginning  of  each  quarter,  the  Secretary  shall 
estimate  the  amount  to  which  a  State  will  be  entitled  under  subsection 
(a)  for  such  quarter,  such  estimates  to  be  based  on  (A)  a  report  filed 
by  the  State  containing  its  estimate  of  the  total  sum  to  be  expended 
in  such  quarter  in  accordance  with  the  provisions  of  such  subsection, 
and  stating  the  amount  appropriated  or  made  available  by  the  State 
and  its  political  subdivisions  for  such  expenditures  in  such  quarter, 
and  if  such  amount  is  less  than  the  State's  proportionate  share  of  the 
total  sum  of  such  estimated  expenditures,  the  source  or  sources  from 
which  the  difference  is  expected  to  be  derived,  and  (B)  such  other 
investigation  as  the  Secretary  may  find  necessary. 

(2)  Subject  to  subsection  (d) ,  the  Secretary  shall  then  pay,  in  such 
installments  as  he  may  determine,  to  the  State  the  amount  so  estimated, 
reduced  or  increased  to  the  extent  of  any  overpayment  or  underpay- 
ment which  the  Secretary  determines  was  made  under  this  section  to 
such  State  for  any  prior  quarter  and  with  respect  to  which  adjustment 
has  not  already  been  made  under  this  subsection. 

(3)  Upon  the  making  of  any  estimate  by  the  Secretary  under  this 
subsection,  any  appropriations  available  for  payments  under  this  sec- 
tion shall  be  deemed  obligated. 

(c)  (1)  Subject  to  paragraph  (2),  there  shall  be  included,  in  de- 
termining amounts  expended  by  a  State  during  any  quarter  for  the 
operation  of  the  plan  approved  under  section  454,  so  much  of  the  ex- 
penditures of  course  of  such  State  and  its  political  subdivisions  (ex- 
cluding expenditures  for  or  in  connection  with  judges  and  other 
individuals  making  judicial  determinations,  but  not  excluding  expen- 
ditures for  or  in  connection  with  their  administrative  and  support 
personnel)  as  are  attributable  to  the  performance  of  services  which 
are  directly  related  to,  and  clearly  identifiable  with,  the  operation  of 
such  plan. 

(2)  The  aggregate  amount  of  the  expenditures  which  are  included 
pursuant  to  paragraph  (1)  for  the  quarters  in  any  calendar  year  shall 
be  reduced  (but  not  below  zero)  by  the  total  amount  of  expenditures 
described  in  paragraph  (1)  which  were  made  by  the  State  for  the  12- 
month  period  beginning  January  1, 1978. 

(3)  The  State  agency  may,  if  the  law  (or  procedures  established 
thereunder)  of  the  State  so  provides,  pay  so  much  of  the  amount  it 
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receives  under  subsection  (a)  for  any  quarter  as  is  payable  by  reason 
of  the  provisions  of  this  subsection  directly  to  the  courts  of  the  State 
(or  political  subdivisions  thereof)  furnishing  the  services  on  account 
of  which  the  payment  is  payable. 

(d)  Notwithstanding  any  other  provision  of  law,  no  amount  shall 
be  paid  to  any  State  under  this  section  for  any  quarter,  prior  to  the 
close  of  such  quarter,  unless  for  the  period  consisting  of  all  prior 
quarters  for  which  payment  is  authorized  to  be  made  to  such  State 
under  subsection  (a) ,  there  shall  have  been  submitted  by  the  State  to 
the  Secretary,  with  respect  to  each  quarter  in  such  period  (other 
than  the  last  two  quarters  in  such  period),  a  full  and  complete 
report  (in  such  form  and  manner  and  containing  such  information 
as  the  Secretary  shall  prescribe  or  require)  as  to  the  amount  of  child 
support  collected  and  disbursed  and  all  expenditures  with  respect  to 
which  payment  is  authorized  under  subsection  (a) . 

Support  Obligations 

Sec.  456.  (a)  The  support  rights  assigned  to  the  State  under  section 
402(a)  (26)  shall  constitute  an  obligation  owed  to  such  State  by  the 
individual  responsible  for  providing  such  support.  Such  obligation 
shall  be  deemed  for  collection  purposes  to  be  collectible  under  all 
applicable  State  and  local  processes. 

(1)  The  amount  of  such  obligation  shall  be — 

(A)  the  amount  specified  in  a  court  order  which  covers 
the  assigned  support  rights,  or 

(B)  if  there  is  no  court  order,  an  amount  determined  by 
the  State  in  accordance  with  a  formula  approved  by  the 
Secretary,  and 

(2)  Any  amounts  collected  from  an  absent  parent  under  the 
plan  shall  reduce,  dollar  for  dollar,  the  amount  of  his  obligation 
under  paragraphs  (1)  (A)  and  (B). 

(b)  [Repealed]. 

(b)  A  debt  which  is  a  child  support  obligation  assigned  to  a  State 
under  section  4-02  {a)  (26)  is  not  released  by  a  discharge  in  bankruptcy 
under  title  11,  United  States  Code. 

Distribution  of  Proceeds 

Sec.  457.  (a)  The  amounts  collected  as  child  support  by  a  State 
pursuant  to  a  plan  approved  under  this  part  during  the  15  months 
beginning  July  1, 1975,  shall  be  distributed  as  follows : 

(1)  40  per  centum  of  the  first  $50  of  such  amounts  as  are  col- 
lected periodically  which  represent  monthly  support  payments 
shall  be  paid  to  the  family  without  any  decrease  in  the  amount 
paid  as  assistance  to  such  family  during  such  month  ; 

(2)  such  amounts  as  are  collected  periodically  which  are  in 
excess  of  any  amount  paid  to  the  family  under  paragraph  (1) 
which  represent  monthly  support  payments  shall  be  retained  by 
the  State  to  reimburse  it  for  assistance  payments  to  the  family 
during  such  period  (with  appropriate  reimbursement  of  the 
Federal  Government  to  the  extent  of  its  participation  in  the 
financing)  ; 
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(3)  such  amounts  as  are  in  excess  of  amounts  retained  by  the 
State  under  paragraph  (2)  and  are  not  in  excess  of  the  amount 
required  to  be  paid  during  such  period  to  the  family  by  a  court 
order  shall  be  paid  to  the  family ;  and 

(4)  such  amounts  as  are  in  excess  of  amounts  required  to  be 
distributed  under  paragraph  (1),  (2),  and  (3)  shall  be  (A) 
retained  by  the  State  (with  appropriate  reimbursement  of  the 
Federal  Government  to  the  extent  of  its  participation  in  the 
financing)  as  reimbursement  for  any  past  assistance  payments 
made  to  the  family  for  which  the  State  has  not  been  reimbursed  or 
(B)  if  no  assistance  payments  have  been  made  by  the  State  which 
have  not  been  repaid,  such  amounts  shall  be  paid  to  the  family. 

(b)  The  amounts  collected  as  [child]  support  by  a  State  pursuant  to 
a  plan  approved  under  this  part  during  any  fiscal  year  beginning  after 
September  30, 1976,  shall  be  distributed  as  follows : 

(1)  such  amounts  as  are  collected  periodically  which  represent 
monthly  support  payments  shall  be  retained  by  the  State  to  reim- 
burse it  for  assistance  payments  to  the  family  during  such  period 
(with  appropriate  reimbursement  of  the  Federal  Government  to 
the  extent  of  its  participation  in  the  financing)  ; 

(2)  such  amounts  as  are  in  excess  of  amounts  retained  by  the 
State  under  paragraph  (1)  and  are  not  in  excess  of  the  amount 
required  to  be  paid  during  such  period  to  the  family  by  a  court 
order  shall  be  paid  to  the  family ;  and 

(3)  such  amounts  as  are  in  excess  of  amounts  required  to  be 
distributed  under  paragraphs  (1)  and  (2)  shall  be  (A)  retained 
by  the  State  (with  appropriate  reimbursement  of  the  Federal 
Government  to  the  extent  of  its  participation  in  the  financing)  as 
reimbursement  for  any  past  assistance  payments  made  to  the 
family  for  which  the  State  has  not  been  reimbursed  or  (B)  if  no 
assistance  payments  have  been  made  by  the  State  which  have  not 
been  repaid,  such  amounts  shall  be  paid  to  the  family. 

(c)  Whenever  a  family  for  whom  [child]  support  payments  have 
been  collected  and  distributed  under  the  plan  ceases  to  receive  assist- 
ance under  part  A  of  this  title,  the  State  may — 

(1)  continue  to  collect  amounts  of  [child]  support  payments 
which  represent  monthly  support  payments  from  the  absent 
parent  for  a  period  of  not  to  exceed  three  months  from  the  month 
following  the  month  in  which  such  family  ceased  to  receive  assist- 
ance under  part  A  of  this  title,  and  pay  all  amounts  so  collected, 
which  represent  monthly  support  payments,  to  the  family :  and 

(2)  at  the  end  of  such  three-month  period,  if  the  State  is  au- 
thorized to  do  so  by  the  individual  on  whose  behalf  the  collection 
will  be  made,  continue  to  collect  amounts  of  [child]  support  pay- 
ments which  represent  monthly  support  payments  from  the  absent 
parent  and  pay  the  net  amount  of  any  amount  so  collected,  which 
represents  monthly  support  payments,  to  the  family  after  de- 
ducting any  costs  incurred  in  making  the  collection  from  the 
amount  of  any  recovery  made, 

and  so  much  of  any  amounts  of  [child]  support  so  collected  as  are  in 
excess  of  the  payments  required  to  be  made  in  paragraph  (1)  shall  be 
distributed  in  the  manner  provided  by  subsection  (b)  (3)  (A)  and  (B) 
with  respect  to  excess  amounts  described  in  subsection  (b) . 
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Civil  Actions  To  Enforce  [Child]  Support  Obligations 

Sec.  460.  The  district  courts  of  the  United  States  shall  have  juris- 
diction, without  regard  to  any  amount  in  controversy,  to  hear  and  de- 
termine any  civil  action  certified  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  under  section  452(a)  (8)  of  this  Act.  A  civil  action 
under  this  section  may  be  brought  in  any  judicial  district  in  which  the 
claim  arose,  the  plaintiff  resides,  or  the  defendant  resides. 

*  *  *  *  *  *  * 

Collection  of  Past-Due  Support  From  Federal  Tax  Refunds 

Sec.  464.  (a)  Upon  receiving  notice  from  a  State  agency  administer- 
ing a  plan  approved  under  this  part  that  a  named  individual  owes 
past-due  support  which  has  been  assigned  to  such  State  pursuant  to 
section  402  (a)  (26),  the  Secretary  of  the  Treasury  shall  determine 
whether  any  amounts,  as  refunds  of  Federal  taxes  paid,  are  payable  to 
such  individual  {regardless  of  whether  such  individual  filed  a  tax  re- 
turn as  a  married  or  unmarried  individual).  If  the  Secretary  of  the 
Treasury  find,s  that  any  such  amount  is  payable,  he  shall  withhold 
from  such  refunds  an  amount  equal  to  the  past-due  support,  and  pay 
such  amount  to  the  State  agency  (together  with  notice  of  the  individ- 
uals home  address)  for  distribution  in  accordance  with  section  457 
(b)  (3). 

(b)  The  Secretary  of  the  Treasury  shall  issue  regulations,  approved 
by  the  Secretary  of  Health  and  Human  Services,  prescribing  the  time 
or  times  at  which  States  must  submit  notices  of  past-due  support,  the 
manner  in  which  such  notices  must  be  submitted,  and  the  necessary 
information  that  must  be  contained  in  or  accompany  the  notices.  The 
regulations  shall  specify  the  minimum  amount  of  past-due  support  to 
which  the  offset  procedure  established  by  subsection  (a)  may  be  ap- 
plied, and  the  fee  that  a  State  must  pay  to  reimburse  the  Secretary  of 
the  Treasury  for  the  full  cost  of  applying  the  offset  procedure,  and 
provide  that  the  Secretary  of  the  Treasury  will  advise  the  Secretary  of 
Health  and  Human  Services,  not  less  frequently  than  annually,  of  the 
States  which  have  furnished  notices  of  past-due  support  under  sub- 
section (a),  the  number  of  cases  in  each  State  with  respect  to  which 
such  notices  have  been  furnished,  the  amount  of  support  sought  to  be 
collected  under  this  subsection  by  each  State,  and  the  amount  of  such 
collections  actually  made  in  the  case  of  each  State. 

(c)  As  used  in  this  part  the  term  ^past-due  support"  means  the 
amount  of  a  delinquency,  determined  under  a  court  order,  or  an  order 
of  an  administrative  process  established  under  State  law,  for  support 
and  maintenance  of  a  child,  or  of  a  child  and  the  parent  with  whom 
the  child  is  living. 

[Part  E — Federal  Payments  for  Foster  Care  and  Adoption 

Assistance 

[Purpose :  Appropriation 

[Sec.  470.  For  the  purpose  of  enabling  each  State  to  provide,  in  ap- 
propriate cases,  foster  care  and  adoption  assistance  for  children  who 
otherwise  would  be  eligible  for  assistance  under  the  State's  plan  ap- 
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proved  under  part  A  (or,  in  the  case  of  adoption  assistance,  would  be 
eligible  for  benefits  under  title  XVI),  there  are  authorized  to  be  ap- 
propriated for  each  fiscal  year  (commencing  with  the  fiscal  year  which 
begins  October  1, 1980)  such  sums  as  may  be  necessary  to  carry  out  the 
provisions  of  this  part.  The  sums  made  available  under  this  section 
shall  be  used  for  making  payments  to  States  which  have  submitted, 
and  had  approved  by  the  Secretary,  State  plans  under  this  part. 

[State  Plan  for  Foster  Care  and  Adoption  Assistance 

[Sec.  471.  (a)  In  order  for  a  State  to  be  eligible  for  payments  under 
this  part,  it  shall  have  a  plan  approved  by  the  Secretary  which — 

[  ( 1 )  provides  for  foster  care  maintenance  payments  in  accord- 
ance with  section  472  and  for  adoption  assistance  payments  in 
accordance  with  section  473 ; 

[(2)  provides  that  the  State  agency  responsible  for  administer- 
ing the  program  authorized  by  part  B  of  this  title  shall  admin- 
ister, or  supervise  the  administration  of,  the  program  authorized 
by  this  part ; 

[ (3)  provides  that  the  plan  shall  be  in  effect  in  all  political  sub- 
divisions of  the  State,  and,  if  administered  by  them,  be  mandatory 
upon  them ; 

[(4)  provides  that  the  State  shall  assure  that  the  programs  at 
the  local  level  assisted  under  this  part  will  be  coordinated  with 
the  programs  at  the  State  or  local  level  assisted  under  parts  A  and 
B  of  this  title,  under  title  XX  of  this  Act,  and  under  any  other 
appropriate  provision  of  Federal  law ; 

[(5)  provides  that  the  State  will,  in  the  administration  of  its 
programs  under  this  part,  use  such  methods  relating  to  the  estab- 
lishment and  maintenance  of  personnel  standards  on  a  merit  basis 
as  are  found  by  the  Secretary  to  be  necessary  for  the  proper  and 
efficient  operation  of  the  programs,  except  that  the  Secretary  shall 
exercise  no  authority  with  respect  to  the  selection,  tenure  of  office, 
or  compensation  of  any  individual  employed  in  accordance  with 
such  methods ; 

[(6)  provides  that  the  State  agency  referred  to  in  paragraph 
(2)  (hereinafter  in  this  part  referred  to  as  the  "State  agency") 
will  make  such  reports,  in  such  form  and  containing  such  infor- 
mation as  the  Secretary  may  from  time  to  time  require,  and  com- 
ply with  such  provisions  as  the  Secretary  may  from  time  to  time 
find  necessary  to  assure  the  correctness  and  verification  of  such 
reports ; 

[(7)  provides  that  the  State  agency  will  monitor  and  conduct 
periodic  evaluations  of  activities  carried  out  under  this  part : 

[(8)  provides  safeguards  which  restrict  the  use  of  or  disclosure 
of  information  concerning  individuals  assisted  under  the  State 
plan  to  purposes  directly  connected  with  (A)  the  administration 
of  the  plan  of  the  State  approved  under  this  part,  the  plan  or  pro- 
gram of  the  State  under  part  A,  B,  C,  or  D  of  this  title  or  under 
title  I.  V.  X,  XIV.  XVI  (as  in  effect  in  Puerto  Rico.  Guam,  and 
the  Virgin  Islands).  XIX.  or  XX,  or  the  supplemental  security 
income  program  established  by  title  XVI,  (B)  any  investigation, 
prosecution,  or  criminal  or  civil  proceeding,  conducted  in  connec- 
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tion  with  the  administration  of  any  such  plan  or  program,  (C) 
the  administration  of  any  other  Federal  or  federally  assisted  pro- 
gram which  provides  assistance,  in  cash  or  in  kind,  or  services, 
directly  to  individuals  on  the  basis  of  need,  and  (D)  any  audit  or 
similar  activity  conducted  in  connection  with  the  administration 
of  any  such  plan  or  program  by  any  governmental  agency  which 
is  authorized  by  law  to  conduct  such  audit  or  activity ;  and  the 
safeguards  so  provided  shall  prohibit  disclosure,  to  any  committee 
or  legislative  body  (other  than  an  agency  referred  to  in  clause 
(D)  with  respect  to  an  activity  referred  to  in  such  clause) ,  of  any 
information  which  identifies  by  name  or  address  any  such  appli- 
cant or  recipient ;  except  that  nothing  contained  herein  shall  pre- 
clude a  State  from  providing  standards  which  restrict  disclosures 
to  purposes  more  limited  than  those  specified  herein,  or  which,  in 
the  case  of  adoptions,  prevent  disclosure  entirely ; 

[(9)  provides  that  where  any  agency  of  the  State  has  reason  to 
believe  that  the  home  or  institution  in  which  a  child  resides  whose 
care  is  being  paid  for  in  whole  or  in  part  with  funds  provided 
under  this  part  or  part  B  of  this  title  is  unsuitable  for  the  child 
because  of  the  neglect,  abuse,  or  exploitation  of  such  child,  it  shall 
bring  such  condition  to  the  attention  of  the  appropriate  court  or 
law  enforcement  agency; 

[(10)  provides  that  the  standards  referred  to  in  section  2003 
(d)  (1)(F)  shall  be  applied  by  the  State  to  any  foster  family 
home  or  child  care  institution  receiving  funds  under  this  part  or 
part  B  of  this  title; 

[(11)  provides  for  periodic  review  of  the  standards  referred  to 
in  the  preceding  paragraph  and  amounts  paid  as  foster  care  main- 
tenance payments  and  adoption  assistance  payments  to  assure 
their  continuing  appropriateness; 

[(12)  provides  for  granting  an  opportunity  for  a  fair  hearing 
before  the  State  agency  to  any  individual  whose  claim  for  benefits 
available  pursuant  to  this  part  is  denied  or  is  not  acted  upon  with 
reasonable  promptness; 

[(13)  provides  that  the  State  shall  arrange  for  a  periodic  and 
independently  conducted  audit  of  the  programs  assisted  under  this 
part  and  part  B  of  this  title,  which  shall  be  conducted  no  less  fre- 
quently than  once  every  three  years ; 

[(14)  provides  (A)  specific  goals  (which  shall  be  established  by 
State  law  on  or  before  October  1, 1982)  for  each  fiscal  year  (com- 
mencing with  the  fiscal  year  which  begins  on  October  1,  1983)  as 
to  the  maximum  number  of  children  (in  absolute  numbers  or  as  a 
percentage  of  all  children  in  foster  care  with  respect  to  whom 
assistance  under  the  plan  is  provided  during  such  year)  who,  at 
any  time  during  such  year,  will  remain  in  foster  care  after  having 
been  in  such  care  for  a  period  in  excess  of  twenty-four  months,  and 
(B)  a  description  of  the  steps  which  will  be  taken  by  the  State  to 
achieve  such  goals ; 

[(15)  effective  October  1,  1983,  provides  that,  in  each  case,  rea- 
sonable efforts  will  be  made  (A)  prior  to  the  placement  of  a  child 
in  foster  care,  to  prevent  or  eliminate  the  need  for  removal  of  the 
child  from  his  home,  and  (B)  to  make  it  possible  for  the  child  to 
return  to  his  home ;  and 
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£(16)  provides  for  the  development  of  a  case  plan  (as  defined  in 
section  475  ( 1 ) )  for  each  child  receiving  foster  care  maintenance 
payments  under  the  State  plan  and  provides  for  a  case  review  sys- 
tem which  meets  the  requirements  described  in  section  475(5)  (B) 
with  respect  to  each  such  child. 
[(b)  The  Secretary  shall  approve  any  plan  which  complies  with  the 
provisions  of  subsection  (a)  of  this  section.  However,  in  any  case  in 
which  the  Secretary  finds,  after  reasonable  notice  and  opportunity  for  a 
hearing,  that  a  State  plan  which  has  been  approved  by  the  Secretary  no 
longer  complies  with  the  provisions  of  subsection  (a),  or  that  in  the 
administration  of  the  plan  there  is  a  substantial  failure  to  comply  with 
the  provisions  of  the  plan,  the  Secretary  shall  notify  the  State  that 
further  payments  will  not  be  made  to  the  State  under  this  part,  or  that 
such  payments  will  be  made  to  the  State  but  reduced  by  an  amount 
which  the  Secretary  determines  appropriate,  until  the  Secretary  is 
satisfied  that  there  is  no  longer  any  such  failure  to  comply,  and  until 
he  is  so  satisfied  he  shall  make  no  further  payments  to  the  State,  or 
shall  reduce  such  payments  by  the  amount  specified  in  this  notification 
to  the  State. 

[Foster  Care  Maintenance  Payments  Program 

[Sec.  472.  (a)  Each  State  with  a  plan  approved  under  this  part  shall 
make  foster  care  maintenance  payments  (as  defined  in  section  475  (4) ) 
under  this  part  with  respect  to  a  child  who  would  meet  the  require- 
ments of  section  406(a)  or  of  section  407  but  for  his  removal  from  the 
home  of  a  relative  (specified  in  section  406 (a) ) ,  if — 

[(1)  the  removal  from  the  home  occurred  pursuant  to  a  volun- 
tary placement  agreement  entered  into  by  the  child's  parent  or 
legal  guardian  or  was  the  result  of  a  judicial  determination  to 
the  effect  that  continuation  therein  would  be  contrary  to  the  wel- 
fare of  such  child  and  (effective  October  1, 1983)  that  reasonable 
efforts  of  the  type  described  in  section  471  (a)  (15)  had  been  made; 

[(2)  such  child's  placement  and  care  are  the  responsibility  of 
(A)  the  State  agency  administering  the  State  plan  approved 
under  section  471,  or  (B)  any  other  public  agency  with  whom 
the  State  agency  administering  or  supervising  the  administration 
of  the  State  plan  approved  under  section  471  has  made  an  agree- 
ment which  is  still  in  effect ; 

[(3)  such  child  has  been  placed  in  a  foster  family  home  or 
child-care  institution  as  a  result  of  the  voluntary  placement 
agreement  or  judicial  determination  referred  to  in  paragraph 
(1) ;  and 
[(4)  such  child — 

[(A)  received  aid  under  the  State  plan  approved  under 
section  402  in  or  for  the  month  in  which  such  agreement  was 
entered  into  or  court  proceedings  leading  to  the  removal  of 
such  child  from  the  home  were  initiated,  or 

[(B)  (i)  would  have  received  such  aid  in  or  for  each  month 
if  application  had  been  made  therefor,  or  (ii)  had  been  living 
with  a  relative  specified  in  section  406(a)  within  six  months 
prior  to  the  month  in  which  such  agreement  was  entered  into 
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or  such  proceedings  were  initiated,  and  would  have  received 
such  aid  in  or  for  such  month  if  in  such  month  he  had  been 
living  with  such  a  relative  and  application  therefor  had 
been  made. 

[(b)  Foster  care  maintenance  payments  may  be  made  under  this 
part  only  on  behalf  of  a  child  described  in  subsection  (a)  of  this  sec- 
tion who  is — 

[(1)  in  the  foster  family  home  of  an  individual,  whether  the 
payments  therefor  are  made  to  such  individual  or  to  a  public  or 
nonprofit  private  child-placement  or  child-care  agency,  or 

[(2)  in  a  child-care  institution,  whether  the  payments  therefor 
are  made  to  such  institution  or  to  a  public  or  nonprofit  private 
child-placement  or  child-care  agency,  which  payments  shall  be 
limited  so  as  to  include  in  such  payments  only  those  items  which 
are  included  in  the  term  "foster  care  maintenance  payments"  (as 
defined  in  section  475  (4) ) . 
[(c)  For  the  purposes  of  this  part,  (1)  the  term  "foster  family 
home"  means  a  foster  family  home  for  children  which  is  licensed 
by  the  State  in  which  it  is  situated  or  has  been  approved,  by  the 
agency  of  such  State  having  responsibility  for  licensing  homes  of  this 
type,  as  meeting  the  standards  established  for  such  licensing;  and  (2) 
the  term  "child-care  institution"  means  a  nonprofit  private  child-care 
institution,  or  a  public  child-care  institution  which  accommodates  no 
more  than  twenty-five  children,  which  is  licensed  by  the  State  in  which 
it  is  situated  or  has  been  approved,  by  the  agency  of  such  State  re- 
sponsible for  licensing  or  approval  of  institutions  of  this  type,  as  meet- 
ing the  standards  established  for  such  licensing,  but  the  term  shall  not 
include  detention  facilities,  forestry  camps,  training  schools,  or  any 
other  facility  operated  primarily  for  the  detention  of  children  who  are 
determined  to  be  delinquent. 

[(d)  Notwithstanding  any  other  provision  of  this  title,  Federal 
payments  may  be  made  under  this  part  with  respect  to  amounts  ex- 
pended by  any  State  as  forster  care  maintenance  payments  under  this 
section,  in  the  case  of  children  removed  from  their  homes  pursuant  to 
voluntary  placement  agreements  as  described  in  subsection  (a),  only 
if  (at  the  time  such  amounts  were  expended)  the  State  has  fulfilled 
all  of  the  requirements  of  section  427  (b) . 

[(e)  No  Federal  payment  may  be  made  under  this  part  with  respect 
to  amounts  expended  by  any  State  as  foster  care  maintenance  pay- 
ments under  this  section,  in  the  case  of  any  child  who  was  removed 
from  his  or  her  home  pursuant  to  a  voluntary  placement  agreement 
as  described  in  subsection  (a)  and  has  remained  in  voluntary  place- 
ment for  a  period  in  excess  of  180  days,  unless  there  has  been  a  judicial 
determination  by  a  court  of  competent  jurisdiction  (within  the  first 
180  days  of  such  placement)  to  the  effect  that  such  placement  is  in  the 
best  interests  of  the  child. 

[(f)  For  the  purposes  of  this  part  and  part  B  of  this  title,  (1)  the 
term  "voluntary  placement"  means  an  out-of-home  placement  of  a 
minor,  bv  or  with  participation  of  a  State  agency,  after  the  parents 
or  guardians  of  the  minor  have  requested  the  assistance  of  the  agency 
and  signed  a  voluntary  placement  agreement;  and  (2)  the  term  "vol- 
untary placement  agreement"  means  a  written  agreement,  binding  on 
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the  parties  to  the  agreement,  between  the  State  agency,  any  other 
agency  acting  on  its  behalf,  and  the  parents  or  guardians  of  a  minor 
child  which  sacrifices,  at  a  minimum,  the  legal  status  of  the  child  and 
the  rights  and  obligations  of  the  parents  or  guardians,  the  child,  and 
the  agency  while  the  child  is  in  placement. 
[(g)  In  any  case  where — 

[(1)  the  placement  of  a  minor  child  in  foster  care  occurred  pur- 
suant to  a  voluntary  placement  agreement  entered  into  by  the  par- 
ents or  guardians  of  such  child  as  provided  in  subsection  (a) ,  and 
[(2)  such  parents  or  guardians  request  (in  such  manner  and 
form  as  the  Secretary  may  prescribe)  that  the  child  be  returned 
to  their  home  or  to  the  home  of  a  relative, 
the  voluntary  placement  agreement  shall  be  deemed  to  be  revoked  un- 
less the  State  agency  opposes  such  request  and  obtains  a  judicial  deter- 
mination, by  a  court  of  competent  jurisdiction,  that  the  return  of  the 
child,  to  such  home  would  be  contrarv  to  the  child's  best  interests. 

[(h)  For  purposes  of  titles  XIX  and  XX,  any  child  with  respect 
to  whom  foster  care  maintenance  payments  are  made  under  this  sec- 
tion shall  be  deemed  to  be  a  dependent  child  as  defined  in  section  406 
and  shall  be  deemed  to  be  a  recipient  of  aid  to  families  with  dependent 
children  under  part  A  of  this  title. 

[Adoption  Assistance  Program 

[Sec.  473.  (a)  (1)  Each  State  with  a  plan  approved  under  this  part 
shall,  directly  through  the  State  agency  or  through  another  public  or 
nonprofit  private  agency,  make  adoption  assistance  payments  pur- 
suant to  an  adoption  assistance  agreement  in  amounts  determined 
under  paragraph  (2)  of  this  subsection  to  parents  who,  after  the  effec- 
tive date  of  this  section,  adopt  a  child  who — 

[(A)  (i)  at  the  time  adoption  proceedings  were  initiated,  met 
the  requirements  of  section  406(a)  or  section  407  or  would  have 
met  such  requirements  except  for  his  removal  from  the  home  of  a 
relative  (specified  in  section  406(a) ),  either  pursuant  to  a  volun- 
tary placement  agreement  with  respect  to  which  Federal  pay- 
ments are  provided  under  section  474  (or  403)  or  as  a  result  of 
a  judicial  determination  to  the  effect  that  continuation  therein 
would  be  contrary  to  the  welfare  of  such  child,  or 

[(ii)  meets  all  of  the  requirements  of  title  XVI  with  respect  to 
eligibility  for  supplemental  security  income  benefits, 

[(B)  (i)  received  aid  under  the  State  plan  approved  under 
section  402  in  or  for  the  month  in  which  such  agreement  was 
entered  into  or  court  proceedings  leading  to  the  removal  of  such 
child  from  the  home  were  initiated,  or 

[(ii)  (I)  would  have  received  such  aid  in  or  for  such  month  if 
application  had  been  made  therefor,  or  (II)  had  been  living  with 
a  relative  specified  in  section  406  (a)  within  six  months  prior  to  the 
month  in  which  such  agreement  was  entered  into  or  such  Dro- 
ceedings  were  initiated,  and  would  have  received  such  aid  in  or 
for  such  month  if  in  such  mouth  ho  had  been  living  with  such  a 
relative  and  application  therefor  had  been  made,  or 
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[(iii)  is  a  child  described  in  subparagraph  (A)  (ii),  and 
[(C)  has  been  determined  by  the  State,  pursuant  to  subsection 
(c)  of  this  section,  to  be  a  child  with  special  needs. 

[(2)  The  amount  of  the  adoption  assistance  payments  shall  be  de- 
termined through  agreement  between  the  adoptive  parents  and  the 
State  or  local  agency  administering  the  program  under  this  section, 
which  shall  take  into  consideration  the  circumstances  of  the  adopting 
parents  and  the  needs  of  the  child  being  adopted,  and  may  be  read- 
justed periodically,  with  the  concurrence  of  the  adopting  parents 
(which  may  be  specified  in  the  adoption  assistance  agreement),  de- 
pending upon  changes  in  such  circumstances.  However,  in  no  case  may 
the  amount  of  the  adoption  assistance  payment  exceed  the  foster  care 
maintenance  payment  which  would  have  been  paid  during  the  period 
if  the  child  with  respect  to  whom  the  adoption  assistance  payment  is 
made  had  been  in  a  foster  family  home. 

[(3)  Notwithstanding  the  preceding  paragraph,  (A)  no  payment 
may  be  made  to  parents  with  respect  to  any  child  who  has  attained  the 
age  of  eighteen  (or,  where  the  State  determines  that  the  child  has  a 
mental  or  physical  handicap  which  warrants  the  continuation  of  assist- 
ance, the  age  of  twenty-one) ,  and  (B)  no  payment  may  be  made  to  par- 
ents with  respect  to  any  child  if  the  State  determines  that  the  parents 
are  no  longer  legally  responsible  for  the  support  of  the  child  or  if  the 
State  determines  that  the  child  is  no  longer  receiving  any  support  from 
such  parents.  Parents  who  have  been  receiving  adoption  assistance 
payments  under  this  section  shall  keep  the  State  or  local  agency  ad- 
ministering the  program  under  this  section  informed  of  circumstances 
which  would,  pursuant  to  this  subsection,  make  them  ineligible  for 
such  assistance  payments,  or  eligible  for  assistance  payments  in  a  dif- 
ferent amount. 

[(4)  For  purposes  of  this  part,  individuals  with  whom  a  child  (who 
has  been  determined  by  the  State,  pursuant  to  subsection  (c) ,  to  be  a 
child  with  special  needs)  is  placed  for  adoption,  pursuant  to  an  inter- 
locutory decree,  shall  be  eligible  for  adoption  assistance  payments 
under  this  subsection,  during  the  period  of  the  placement,  on  the  same 
terms  and  subject  to  the  same  conditions  as  if  such  individuals  had 
adopted  such  child. 

[(b)  For  purposes  of  title  XIX  and  XX.  any  child  with  respect  to 
whom  adoption  assistance  payments  are  made  under  this  section  shall 
be  deemed  to  be  a  dependent  child  as  defined  in  section  406  and  shall 
be  deemed  to  be  a  recipient  of  aid  to  families  with  dependent  children 
under  part  A  of  this  title. 

[(c)  For  purposes  of  this  section,  a  child  shall  not  be  considered  a 
child  with  special  needs  unless — 

[(1)  the  State  has  determined  that  the  child  cannot  or  should 
not  be  returned  to  the  home  of  his  parents ;  and 

[(2)  the  State  had  first  determined  (A)  that  there  exists  with 
respect  to  the  child  a  specific  factor  or  condition  (such  as  his  ethnic 
background,  age,  or  membership  in  a  minority  or  sibling  group,  or 
the  presence  of  factors  such  as  medical  conditions  or  physical, 
mental,  or  emotional  handicaps)  because  of  which  it  is  reasonable 
to  conclude  that  such  child  cannot  be  placed  with  adoptive  parents 
without  providing  adoption  assistance,  and  (B)  that,  except  where 
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it  would  be  against  the  best  interests  of  the  child  because  of  such 
factors  as  the  existence  of  significant  emotional  ties  with  prospec- 
tive adoptive  parents  while  in  the  care  of  such  parents  as  a  foster 
child,  a  reasonable,  but  unsuccessful,  effort  has  been  made  to  place 
the  child  with  appropriate  adoptive  parents  without  providing 
adoption  assistance  under  this  section. 

[Payments  to  States;  Allotments  to  States 

[Sec.  474.  (a)  For  each  quarter  beginning  after  September  30, 1980, 
each  State  which  has  a  plan  approved  under  this  part  (subject  to  the 
limitations  imposed  by  subsection  (b) )  shall  be  entitled  to  a  payment 
equal  to  the  sum  of — 

[(1)  an  amount  equal  to  the  Federal  medical  assistance  per- 
centage (as  defined  in  section  1905(b)  of  this  Act)  of  the  total 
amount  expended  during  such  quarter  as  foster  care  maintenance 
payments  under  section  472  for  children  in  foster  family  homes 
or  child-care  institutions ;  plus 

[(2)  an  amount  equal  to  the  Federal  medical  assistance  per- 
centage (as  defined  in  section  1905(b)  of  this  Act)  of  the  total 
amount  expended  during  such  quarter  as  adoption  assistance  pay- 
ments under  section  473  pursuant  to  adoption  assistance  agree- 
ments ;  plus 

[(3)  an  amount  equal  to  the  sum  of  the  following  proportions 
of  the  total  amounts  expended  during  such  quarter  as  found  nec- 
essary by  the  Secretary  for  the  proper  and  efficient  administration 
of  the  State  plan — 

[(A)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for  the  training  (including  both  short-  and  long-term  train- 
ing at  educational  institutions  through  grants  to  such  insti- 
tutions or  by  direct  financial  assistance  to  students  enrolled 
in  such  institutions)  of  personnel  employed  or  preparing  for 
employment  by  the  State  agency  or  by  the  local  agency  ad- 
ministering the  plan  in  the  political  subdivision,  and 
[(B)  one-half  of  the  remainder  of  such  expenditures. 
[(b)  (1)  Notwithstanding  the  provisions  of  subsections  (a)  (1)  and 
(a)  (3),  the  aggregate  of  the  sums  payable  thereunder  to  any  State 
(other  than  a  State  subject  to  limitation  under  section  1108(a)) 
with  respect  to  expenditures  relating  to  foster  care,  for  the  calendar 
quarters  in  any  of  the  fiscal  years  1981  through  1984  in  which  the  con- 
ditions set  forth  in  paragraph  (2)  are  met,  shall  not  exceed  the  State's 
allotment  for  such  year. 

[(2)  (A)  The  limitation  in  paragraph  (1)  shall  apply — 

[(i)  with  respect  to  fiscal  year  1981,  only  if  the  amount  appro- 
priated under  section  420  for  such  fiscal  year  is  equal  to  or  greater 
than  $163,550,000; 

|"(ii)  with  respect  to  fiscal  year  1982,  only  if  the  amount  appro- 
priated under  section  420  for  such  fiscal  year  is  equal  to  or  greater 
than  $220,000,000; 

[(iii)  with  respect  to  fiscal  year  1983,  only  if  the  amount  appro- 
priated under  section  420  for  such  fiscal  year  is  equal  to  $266.- 
000,000;  and 


667 


[(iv)  with  respect  to  fiscal  year  1984,  only  if  the  amount  appro- 
priated under  section  420  for  such  fiscal  year  is  equal  to  $266,- 
000,000. 

[(B)  The  limitations  set  forth  in  paragraph  (1)  with  respect  to 
the  fiscal  years  1982  through  1984  shall  apply  only  if  the  required 
appropriation  is  made  in  advance  in  an  appropriation  Act  (as  author- 
ized under  section  420(b) )  for  the  fiscal  year  preceding  the  fiscal  year 
to  which  the  limitation  would  apply. 

[(3)  For  purposes  of  this  subsection,  a  State's  allotment  for  any 
fiscal  year  shall  be  the  greater  of — 

[(A)  the  amount  determined  under  paragraph  (4); 
[(B)  an  amount  Avhich  bears  the  same  ratio  to  $100,000,000  as 
the  under  age  eighteen  population  of  such  State  bears  to  the 
under  age  eighteen  population  of  the  fifty  States  and  the  District 
of  Columbia  ;  or 

[(C)  at  the  option  of  the  State,  an  amount  determined  under 
paragraph  (5),  but  only  in  the  case  of  a  State  which  meets  the 
requirements  of  such  paragraph  (5). 
[(4)  For  purposes  of  paragraph  (3)  (A),  a  State's  allotment  shall 
be  determined  as  follows: 

[(A)  The  allotment  for  any  State  for  fiscal  year  1980  shall  be 
an  amount  equal  to  such  State's  base  amount  (as  determined 
under  subparagraph  (C))  increased  by  21.2  percent. 

[(B)  The  allotment  for  any  State  for  each  of  the  fiscal  years 
1981  through  1984  shall  be  an  amount  equal  to  such  State's  allot- 
ment for  the  preceding  fiscal  year,  increased  or  decreased  by  a 
percentage  equal  to  twice  the  percentage  increase  or  decrease  (as 
the  case  may  be)  (but  not  to  exceed  an  increase  or  decrease  of  10 
percent)  in  the  Consumer  Price  Index  prepared  by  the  Depart- 
ment of  Labor,  and  used  in  determining  cost-of-living  adjust- 
ments under  section  215  (i)  of  this  Act,  for  the  second  quarter  of 
the  preceding  fiscal  year  as  compared  to  such  index  for  the  second 
quarter  of  the  second  preceding  fiscal  year.  For  purposes  of  this 
subparagraph  the  Consumer  Price  Index  for  any  quarter  shall  be 
the  arithmetical  means  of  such  index  for  the  three  months  in  such 
quarter. 

[(C)  The  base  amount  shall  be  equal  to  the  amount  of  the  Fed- 
eral funds  payable  to  such  State  for  fiscal  year  1978  under  section 
403  on  account  of  expenditures  for  aid  with  respect  to  which  Fed- 
eral financial  participation  is  authorized  in  payments  pursuant  to 
section  408  (including  administrative  expenditures  attributable 
to  the  provision  of  such  aid  as  determined  by  the  Secretary)  and 
for  those  States  which  in  fiscal  year  1978  did  not  make  foster  care 
maintenance  payments  under  section  408  on  behalf  of  children 
otherwise  eligible  for  such  payment,  solely  because  their  foster 
care  was  provided  by  related  persons,  shall  be  equal  to  the  total 
amount  of  Federal  funds  the  State  would  have  been  entitled  to 
be  paid  under  section  403  on  account  of  expenditures  pursuant  to 
section  408  for  that  fiscal  year  if  such  payments  had  been  made. 
In  the  event  that  there  is  a  dispute  between  any  State  and  the  Sec- 
retary as  to  the  amount  of  such  expenditures  for  such  fiscal  year, 
then,  until  the  beginning  of  the  fiscal  year  immediately  following 
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the  fiscal  year  in  which  the  dispute  is  finally  resolved,  the  base 
amount  shall  be  deemed  to  be  the  amount  of  Federal  funds  which 
would  have  been  payable  under  section  403  if  the  amount  of  such 
expenditures  were  equal  to  the  amount  thereof  claimed  by  the 
State. 

[(5)  (A)  For  purposes  of  paragraph  (3)  (C),  a  State's  allotment 
for  any  fiscal  year  ending  after  September  30, 1980,  and  before  October 
1,  1984,  may,  at  the  option  of  the  State  (and  if  the  State  meets  the 
requirements  of  subparagraphs  (B)  and  (C)),  be  determined  by 
application  of  the  provisions  of  paragraph  (4)  with  the  following 
modifications : 

[(i)  The  base  amount  for  purposes  of  determining  an  allotment 
for  any  such  fiscal  year  shall  be  equal  to  the  base  amount  deter- 
mined under  paragraph  (4)  (C)  increased  by  a  percentage  equal 
to  the  percentage  by  which  the  average  monthly  number  of  chil- 
dren in  such  State  receiving  aid  with  respect  to  which  Federal 
financial  participation  is  authorized  in  payments  pursuant  to  sec- 
tion 408,  or  receiving  foster  care  maintenance  payments  with  re- 
spect to  which  Federal  financial  participation  is  authorized  under 
this  part,  for  such  fiscal  year  exceeds  the  average  monthly  number 
of  such  children  for  fiscal  year  1978. 

[(ii)  For  purposes  of  clause  (i),  the  percentage  determined 
under  such  clause  shall  not  exxceed  33.1  percent  in  the  case  of  fiscal 
year  1981,  46.4  percent  in  the  case  of  fiscal  year  1982,  61.1  percent 
in  the  case  of  fiscal  year  1983,  or  77.2  percent  in  the  case  of  fiscal 
year  1984. 

[(B)  No  State  may  exercise  the  option  to  have  its  allotment  amount 
determined  under  the  provisions  of  this  paragraph  unless,  for  fiscal 
year  1978,  the  average  monthly  number  of  children  in  such  State  re- 
ceiving aid  for  which  Federal  financial  participation  is  authorized  in 
payments  pursuant  to  section  408  as  a  percentage  of  the  under  age 
eighteen  population  of  such  State,  was  less  than  the  average  such 
percentage  for  the  fifty  States  and  the  District  of  Columbia. 

[(C)  No  State  may  exercise  the  option  to  have  its  allotment  deter- 
mined under  this  paragraph  for  any  fiscal  year  other  than  fiscal  year 
1981  after  the  first  fiscal  year  (after  fiscal  year  1978)  with  respect  to 
which  the  average  monthly  number  of  children  in  such  State  receiving 
aid  for  which  Federal  financial  participation  is  authorized  in  pay- 
ments pursuant  to  section  408,  or  receiving  foster  care  maintenance 
payments  for  which  Federal  financial  participation  is  authorized 
under  this  part,  as  a  percentage  of  the  under  age  eighteen  population 
of  such  State,  was  equal  to  or  greather  than  the  average  such  percent- 
age for  the  fifty  States  and  the  District  of  Columbia  for  the  fiscal  year 
1978.  Any  allotment  determined  under  this  paragraph  for  a  State 
which  opted  to  have  its  allotment  so  determined  under  this  paragraph 
for  the  fiscal  year  prior  to  the  fiscal  vear  for  which  its  option  may 
not  be  exercised  by  reason  of  the  preceding  sentence  shall  be  considered 
to  be  such  State's  allotment  for  such  prior  fiscal  year  for  purposes  of 
determining  allotments  for  subsequent  fiscal  years  under  paragraph 
(4). 

[(D)  In  determining  the  number  of  children  receiving  aid  for 
which  Federal  financial  participation  is  authorized  in  payments  under 
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section  408  or  under  this  part,  for  any  fiscal  year,  with  respect  to  any 
State  and  with  respect  to  the  national  average  for  purposes  of  subpara- 
graphs (B)  and  (C),  there  shall  be  included  those  children  with  re- 
spect to  whom  foster  care  maintenance  payments  were  not  made  un- 
der section  408  or  this  part  (though  they  were  otherwise  eligible  for 
such  payments)  solely  because  their  foster  care  was  provided  by  re- 
lated persons.  In  the  event  that  there  is  a  dispute  between  any  State  and 
the  Secretary  as  to  the  number  of  such  children  (with  respect  to  whom 
foster  care  maintenance  payments  were  not  made)  for  any  fiscal  year, 
then  until  the  beginning  of  the  fiscal  year  immediately  following  the 
fiscal  year  in  which  the  dispute  is  finally  resolved,  determinations 
under  subparagraphs  (B)  and  (C)  shall  be  made  on  the  basis  of  the 
number  of  such  children  claimed  by  the  State. 

[(E)  The  Secretary  shall  promulgate  an  interim  allotment 
amount  for  purposes  of  this  paragraph  for  each  fiscal  year  for  each 
State  exercising  its  option  to  have  its  allotment  determined  under  this 
paragraph,  based  on  the  most  recent  satisfactory  data  available,  not 
later  than  six  months  after  the  beginning  of  such  fiscal  year.  The 
amount  of  such  allotment  shall  be  adjusted,  and  the  final  allotment 
amount  shall  be  promulgated,  based  on  the  most  recent  satisfactory 
data  available,  not  later  than  nine  months  after  the  end  of  such  fiscal 
year. 

[(6)  Except  in  the  case  of  a  State  which  loses  the  option  of  having 
its  allotment  determined  under  paragraph  (5)  by  reason  of  the  provi- 
sions of  paragraph  (5)  (C),  and  subject  to  the  provisions  of  such  para- 
graph (5)  (C),  the  amount  of  any  allotment  as  determined  in  accord- 
ance with  subparagraph  (A),  (B),  or  (C)  of  paragraph  (3)  for  any 
fiscal  year  for  any  State  shall  be  determined  in  accordance  with  the 
provisions  of  such  subparagraph,  without  regard  to  the  amount  of  such 
State's  allotment  for  any  prior  fiscal  year  as  determined  in  accordance 
with  another  such  subparagraph. 

[(c)  (1)  Except  as  provided  in  paragraphs  (3)  and  (4),  for  any  of 
the  fiscal  years  1981  through  1984  during  which  the  limitation  under 
subsection  (b)  (1)  is  in  effect,  sums  available  to  a  State  from  its  allot- 
ment under  subsection  (b)  for  carrying  out  this  part,  which  the  State 
does  not  claim  as  reimbursement  for  expenditures  in  such  year  pur- 
suant to  subsection  (a)  of  this  section,  may  be  claimed  by  the  State 
as  reimbursement  for  expenditures  in  such  year  pursuant  to  part  B  of 
this  title,  in  addition  to  sums  available  pursuant  to  section  420  for 
carrying  out  part  B. 

[(2)  Except  as  provided  in  paragraphs  (3)  and  (4),  for  any  of  the 
fiscal  years  1981  through  1984  during  which  the  limitation  under  sub- 
section (b)  (1)  is  not  in  effect,  a  State  may  claim  as  reimbursement  for 
expenditures  for  such  year  pursuant  to  part  B  of  this  title,  in  addition 
to  amounts  claimed  under  section  420,  an  amount  equal  to  the  amount 
by  which  the  State's  allotment  amount  for  such  fiscal  year  (as  deter- 
mined under  subsection  (b)  (3) )  exceeds  the  amount  claimed  by  such 
State  for  such  fiscal  year  as  reimbursement  for  expenses  relating  to 
foster  care  under  subsection  (a)  ;  except  that  the  total  amount  claimed 
by  such  State  for  such  fiscal  year  under  this  paragraph,  when  added  to 
the  amount  that  such  State  receives  for  such  fiscal  year  under  section 
420,  may  not  exceed  the  amount  that  would  have  been  payable  to  such 
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State  under  section  420  for  each  fiscal  year  if  the  relevant  amount  de- 
scribed in  subsection  (b)  (2)  (A)  had  been  appropriated  for  such  fiscal 
year. 

[(3)  The  provisions  of  paragraphs  (1)  and  (2)  shall  not  apply  for 
any  fiscal  year  with  respect  to  any  State  which,  with  respect  to  such 
fiscal  year,  exercised  its  option  to  have  its  allotment  amount  deter- 
mined under  subsection  (b)  (5). 

[(4)  (A)  No  State  may  claim  an  amount  under  the  provisions  of 
this  subsection  as  reimbursed  for  expenditures  for  any  fiscal  year 
pursuant  to  part  B  of  this  title  to  the  extent  that  such  amount,  plus 
the  amount  claimed  by  such  State  for  such  fiscal  year  under  section 
420,  exceeds  the  amount  which  would  be  allotted  to  such  State  under 
part  B  if  the  amount  appropriated  under  section  420  were  $141,000,000, 
unless  such  State  has  met  the  requirements  set  forth  in  section  427(a) . 

[(B)  If,  for  each  of  any  two  consecutive  fiscal  years,  there  is  ap- 
propriated under  section  420  a  sum  equal  to  $266,000,000,  no  State  may 
claim  any  amount  under  the  provisions  of  this  subsection  as  reimburse- 
ment for  expenditures  for  any  succeeding  fiscal  year  pursuant  to  part  B 
of  this  title  unless  such  State  has  met  the  requirements  set  forth  in 
section  427(b). 

[(C)  If,  for  each  of  any  two  fiscal  years  during  which  the  limitation 
under  subsection  (b)  (1)  is  not  in  effect,  the  total  amount  claimed 
by  a  State  as  reimbursement  for  expenditures  pursuant  to  part  B  under 
this  subsection  and  under  section  420  equals  the  amount  which  would 
be  allotted  to  such  State  for  such  fiscal  year  under  part  B  if  the  amount 
appropriated  under  section  420  were  $266,000,000,  such  State  may  not 
claim  any  amount  under  the  provisions  of  paragraph  (2)  as  reimburse- 
ment for  expenditures  for  any  succeeding  fiscal  year  pursuant  to  part 
B  of  this  title  unless  such  State  has  met  the  requirements  set  forth  in 
section  427(b). 

[(d)  (1)  The  Secretary  shall,  prior  to  the  beginning  of  each  quarter, 
estimate  the  amount  to  which  a  State  will  be  entitled  under  subsec- 
tions (a),  (b),  and  (c)  for  such  quarter  such  estimates  to  be  based  on 
(A)  a  report  filed  by  the  State  containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in  accordance  with  the  provisions  of 
such  subsections,  and  stating  the  amount  appropriated  or  made  avail- 
able by  the  State  and  its  political  subdivisions  for  such  expenditures  in 
such  quarter,  and  if  such  amount  is  less  than  the  State's  proportion- 
ate share  of  the  total  sum  of  such  estimated  expenditures,  the  source 
or  sources  from  which  the  difference  is  expected  to  be  derived,  (B) 
records  showing  the  number  of  children  in  the  State  receiving  assist- 
ance under  this  part,  and  (c)  such  other  investigation  as  the  secretary 
may  find  necessary. 

[(2)  The  Secretary  shall  then  pay  to  the  State,  in  such  installments 
as  he  may  determine,  the  amounts  so  estimated  reduced  or  increased 
to  the  extent  of  any  overpayment  or  underpayment  which  the  Secre- 
tary determines  was  made  under  this  section  to  such  State  for  any 
prior  quarter  and  with  respect  to  which  adjustment  has  not  already 
been  made  under  this  subsection. 

[(3)  The  pro  rata  share  to  which  the  United  States  is  equitably 
entitled,  as  determined  by  the  Secretary,  of  the  net  amount  recovered 
during  any  quarter  by  the  State  or  any  political  subdivision  thereof 
with  respect  of  foster  care  and  adoption  assistance  furnished  under 
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the  State  plan  shall  be  considered  an  overpayment  to  be  adjusted 
under  this  subsection. 

[Definitions 

[Sec.  475.  As  used  in  this  part  or  part  B  of  this  title : 

[(1)  The  term  "case  plan"  means  a  written  document  which  in- 
cludes at  least  the  following :  A  description  of  the  type  of  home 
or  institution  in  which  a  child  is  to  be  placed,  including  a  discus- 
sion of  the  appropriateness  of  the  placement  and  how  the  agency 
which  is  responsible  for  the  child  plans  to  carry  out  the  voluntary 
placement  agreement  entered  into  or  judicial  determination  made 
with  respect  to  the  child  in  accordance  with  section  472(a)  (1)  * 
and  a  plan  for  assuring  that  the  child  receives  proper  care  and 
that  services  are  provided  to  the  parents,  child,  and  foster  parents 
in  order  to  improve  the  conditions  in  the  parents'  home,  facilitate 
return  of  the  child  to  his  own  home  or  the  permanent  placement 
of  the  child,  and  address  the  needs  of  the  child  while  in  foster 
care,  including  a  discussion  of  the  appropriateness  of  the  service? 
that  have  been  provided  to  the  child  under  the  plan. 

[(2)  The  term  "parents"  means  biological  or  adoptive  parents 
or  legal  guardians,  as  determined  by  applicable  State  law. 

[(3)  The  term  "adoption  assistance  agreement"  means  a  written 
agreement,  binding  on  the  parties  to  the  agreement,  between  the 
State  agency,  other  relevant  agencies,  and  the  prospective  adop- 
tive parents  of  a  minor  child  which  as  a  minimum  (A)  specifies 
the  amounts  of  the  adoption  assistance  payments  and  any  addi- 
tional services  and  assistance  which  are  to  be  provided  as  part 
of  such  agreement,  and  (B)  stipulates  that  the  agreement  shall 
remain  in  effect  regardless  of  the  State  of  which  the  adoptivo 
parents  are  residents  at  any  given  time.  The  agreement  shall 
contain  provisions  for  the  protection  (under  an  interstate  com- 
pact approved  by  the  Secretary  or  otherwise)  of  the  interests  of 
the  child  in  cases  where  the  adoptive  parents  and  child  move  tr 
another  State  while  the  agreement  is  effective. 

[(4)  The  term  "foster  care  maintenance  payments"  means  pav- 
ments  to  cover  the  cost  of  (and  the  cost  of  providing:)  food,  cloth- 
ing, shelter,  daily  supervision,  school  supplies,  a  child's  personal 
incidentals,  liability  insurance  with  respect  to  a  child,  and  reason- 
able travel  to  the  child's  home  for  visitation.  In  the  case  of  institu- 
tional care,  such  term  shall  include  the  reasonable  costs  of  admin- 
istration and  operation  of  such  institution  as  are  necessarily  re- 
quired to  provide  the  items  described  in  the  preceding  sentence. 

[(5)  The  term  "case  review  system"  means  a  procedure  for 
assuring  that — - 

[(A)  each  child  has  a  case  plan  designed  to  achieve  place- 
ment in  the  least  restrictive  (most  family  like)  setting  avail- 
able and  in  close  proximity  to  the  parents'  home,  consistent 
with  the  best  interest  and  special  needs  of  the  child. 

[(B)  the  status  of  each  child  is  reviewed  periodically  but 
no  less  frequently  than  once  every  six  months  by  either  a 
court  or  by  administrative  review  (as  defined  in  paragraph 
(6))  m  order  to  determine  the  continuing  necessity  for  and 
appropriateness  of  the  placement,  the  extent  of  compliance 
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with  the  case  plan,  and  the  extent  of  progress  which  has  been 
made  toward  alleviating  or  mitigating  the  causes  necessitat- 
ing placement  in  foster  care,  and  to  project  a  likely  date  by 
which  the  child  may  be  returned  to  the  home  or  placed  for 
adoption  or  legal  guardianship,  and 

[(C)  with  respect  to  each  such  child,  procedural  safe- 
guards will  be  applied,  among  other  things,  to  assure  each 
child  in  foster  care  under  the  supervision  of  the  State  of  a 
dispositional  hearing  to  be  held,  in  a  family  or  juvenile  court 
or  another  court  (including  a  tribal  court)  of  competent  ju- 
risdiction, or  by  an  administrative  body  appointed  or  ap- 
proved by  the  court,  no  later  than  eighteen  months  after  the 
original  placement  (and  periodically  thereafter  during  the 
continuation  of  foster  care),  which  hearing  shall  determine 
the  future  status  of  the  child  (including,  but  not  limited  to, 
whether  the  child  should  be  returned  to  the  parent,  should  be 
continued  in  foster  care  for  a  specified  period,  should  be 
placed  for  adoption,  or  should  (because  of  the  child's  special 
needs  or  circumstances)  be  continued  in  foster  care  on  a  per- 
manent or  long-term  basis)  ;  and  procedural  safeguards  shall 
also  be  applied  with  respect  to  parental  rights  pertaining  to 
the  removal  of  the  child  from  the  home  of  his  parents,  to  a 
change  in  the  child's  placement,  and  to  any  determination 
affecting  visitation  privileges  of  parents. 
[(6)  The  term  "administrative  review"  means  a  review  open  to 
the  participation  of  the  parents  of  the  child,  conducted  by  a  panel 
of  appropriate  persons  at  least  one  of  whom  is  not  responsible  for 
the  case  management  of,  or  the  delivery  of  services  to,  either  the 
child  or  the  parents  who  are  the  subject  of  the  review. 

[Technical  Assistance;  Data  Collection  and  Evaluation 

[Sec.  476.  (a)  The  Secretary  may  provide  technical  assistance  to  the 
States  to  assist  them  to  develop  the  programs  authorized  under  this 
part  and  shall  periodically  (1)  evaluate  the  programs  authorized 
under  this  part  and  part  B  of  this  title  and  (2)  collect  and  publish 
data  pertaining  to  the  incidence  and  characteristics  of  foster  care  and 
adoptions  in  this  country. 

[(b)  Each  State  shall  submit  statistical  reports  as  the  Secretary 
may  require  with  respect  to  children  for  whom  payments  are  made 
under  this  part  containing  information  with  respect  to  such  children 
including  legal  status,  demographic  characteristics,  location,  and 
length  of  any  state  in  foster  care. 

[TITLE  V— MATERNAL  AND  CHILD  HEALTH  AND 
CRIPPLED  CHILDREN'S  SERVICES 

[Authorization  of  Appropriations 

[Sec.  501.  For  the  purpose  of  enabling  each  State  to  extend  and 
improve  (especially  in  rural  areas  and  in  areas  suffering  from  severe 
economic  distress),  as  far  as  practicable  under  the  conditions  in  such 
State, 
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[(1)  services  for  reducing  infant  mortality  and  otherwise  pro- 
moting the  health  of  mothers  and  children ;  and 

[(2)  services  for  locating,  and  for  medical,  surgical,  corrective, 
and  other  services  and  care  for  and  facilities  for  diagnosis,  hos- 
pitalization, and  aftercare  for,  children  who  are  crippled  or  who 
are  suffering  from  conditions  leading  to  crippling, 
there  are  authorized  to  be  appropriated  $250,000,000  for  the  fiscal  year 
ending  June  30,  1969,  $275,000,000  for  the  fiscal  year  ending  June  30, 
1970,  $300,000,000  for  the  fiscal  year  ending  June  30, 1971,  $325,000,000 
for  the  fiscal  year  ending  June  30, 1972,  $350,000,000  for  the  fiscal  year 
ending  June  30,  1973,  and  for  each  of  the  next  four  fiscal  years,  and 
$399,864,200  for  the  fiscal  year  ending  September  30, 1978,  and  for  each 
fiscal  year  thereafter. 

[Purposes  for  Which  Funds  Are  Available 

[Sec.  502.  Appropriations  pursuant  to  section  501  shall  be  available 
for  the  following  purposes  in  the  following  proportions : 

[(1)  In  the  case  of  the  fiscal  year  ending  June  30,  1969,  and 
each  of  the  next  5  fiscal  years,  (A)  50  percent  of  the  appropriation 
for  such  year  shall  be  for  allotments  pursuant  to  sections  503  and 
504;  (B)  40  percent  thereof  shall  be  for  grants  pursuant  to  sec- 
tions 508,  509,  and  510;  and  (C)  10  percent  thereof  shall  be  for 
grants,  contracts,  or  other  arrangements  pursuant  to  sections  511 
and  512. 

[(2)  In  the  case  of  the  fiscal  year  ending  June  30,  1975,  and 
each  fiscal  year  thereafter,  (A)  90  percent  of  the  appropriation 
for  such  years  shall  be  for  allotments  pursuant  to  sections  503  and 
504;  and  (B)  10  percent  thereof  shall  be  for  grants,  contracts,  or 
other  arrangements  pursuant  to  sections  511  and  512. 
Not  to  exceed  5  percent  of  the  appropriation  for  any  fiscal  year  under 
this  section  shall  be  transferred,  at  the  request  of  the  Secretary,  from 
one  of  the  purposes  specified  in  paragraph  (1)  or  (2)  to  another 
purpose  or  purposes  so  specified.  For  each  fiscal  year,  the  Secretary 
shall  determine  the  portion  of  the  appropriation,  within  the  percent- 
age determined  above  to  be  available  for  sections  503  and  504.  which 
shall  be  available  for  allotment  pursuant  to  section  503  and  the  por- 
tion thereof  which  shall  be  available  for  allotment  pursuant  to  sec- 
tion 504.  Notwithstanding  the  preceding  provisions  of  this  section, 
of  the  amount  appropriated  for  any  fiscal  year  pursuant  to  section  501. 
not  less  than  6  percent  of  the  amount  appropriated  shall  be  available 
for  family  planning  services  from  allotments  under  section  503  and 
for  family  planning  services  under  projects  under  sections  508  and  512. 

[Allotments  to  States  for  Maternal  and  Child  Health  Services 

[Sec.  503.  The  amount  determined  to  be  available  pursuant  to  sec- 
tion 502  for  allotments  under  this  section  shall  be  allotted  for  pay- 
ments for  maternal  and  child  health  services  as  follows : 

[(1)  One-half  of  such  amount  shall  be  allotted  by  allotting  to 
each  State  $70,000  plus  such  part  of  the  remainder  of  such  one- 
half  as  he  finds  that  the  number  of  live  births  in  such  State  bore  to 


674 


the  total  number  of  live  births  in  the  United  States  in  the  latest 
calendar  year  for  which  he  has  statistics. 

[(2)  The  remaining  one-half  of  such  amount  shall  (in  addition 
to  the  allotments  under  paragraph  (1) )  be  allotted  to  the  States 
from  time  to  time  according  to  the  financial  need  of  each  State 
for  assistance  in  carrying  out  its  State  plan,  as  determined  by  the 
Secretary  after  taking  into  consideration  the  number  of  live 
births  in  such  State ;  except  that  not  more  than  25  percent  of  such 
one-half  shall  be  available  for  grants  to  State  agencies  (admin- 
istering or  supervising  the  administration  of  a  State  plan  ap- 
proved under  section  505),  and  to  public  or  other  nonprofit  insti- 
tutions of  higher  learning  (situated  in  any  State),  for  special 
projects  of  regional  or  national  significance  which  may  contribute 
to  the  advancement  of  maternal  and  child  health. 

[Allotments  to  States  for  Crippled  Children's  Services 

[Sec.  504.  The  amount  determined  to  be  available  pursuant  to  sec- 
tion 502  for  allotments  under  this  section  shall  be  allotted  for  pay- 
ments for  crippled  children's  services  as  follows : 

[(1)  One-half  of  such  amount  shall  be  allotted  by  allotting  to 
each  State  $70,000  and  allotting  the  remainder  of  such  one-half 
according  to  the  need  of  each  State  as  determined  by  him  after 
taking  into  consideration  the  number  of  crippled  children  in 
such  State  in  need  of  the  services  referred  to  in  paragraph  (2) 
of  section  501  and  the  cost  of  furnishing  such  services  to  them. 

[(2)  The  remaining  one-half  of  such  amount  shall  (in  addition 
to  the  allotments  under  paragraph  ( 1 ) )  be  allotted  to  the  States 
from  time  to  time  according  to  the  financial  need  of  each  State 
for  assistance  in  carrying  out  its  State  plan,  as  determined  by  the 
Secretary  after  taking  into  consideration  the  number  of  crippled 
children  in  each  State  in  need  of  the  services  referred  to  in  para- 
graph (2)  of  section  501  and  the  cost  of  furnishing  such  serv- 
ices to  them;  except  that  not  more  than  25  percent  of  such  one- 
half  shall  be  available  for  grants  to  State  agencies  (administering 
or  supervising  the  administration  of  a  State  plan  approved  under 
section  505 ) ,  and  to  public  or  other  nonprofit  institutions  of  higher 
learning  (situated  in  any  State),  for  special  projects  of  regional 
or  national  significance  which  may  contribute  to  the  advancement 
of  services  for  crippled  children. 

[Approval  of  State  Plans 

[Sec.  505.  (a)  In  order  to  be  entitled  to  payments  from  allotments 
under  section  502,  a  State  must  have  a  State  plan  for  maternal  and 
child  health  services  and  services  for  crippled  children  which — 
[(1)  provides  for  financial  participation  by  the  State; 
[(2)  provides  for  the  administration  of  the  plan  by  the  State 
health  agency  or  the  supervision  of  the  administration  of  the 
plan  by  the  State  health  agency ;  except  that  in  the  case  of  those 
States  which  on  July  1,  1967,  provided  for  administration  (or 
supervision  thereof)  of  the  State  plan  approved  under  section 
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513  (as  in  effect  on  such  date)  by  a  State  agency  other  than  the 
State  health  agency,  the  plan  of  such  State  may  be  approved  un- 
der this  section  if  it  would  meet  the  requirements  of  this  subsec- 
tion except  for  provision  of  administration  (or  supervision 
thereof)  by  such  other  agency  for  the  portion  of  the  plan  relating 
to  services  for  crippled  children,  and,  in  each  such  case,  the  por- 
tion of  such  plan  which  each  such  agency  administers,  or  the  ad- 
ministration of  which  each  such  agency  supervises,  shall  be 
regarded  as  a  separate  plan  for  purposes  of  this  title; 

[(3)  provides  (A)  such  methods  of  administration  (including 
methods  relating  to  the  establishment  and  maintenance  of  per- 
sonnel standards  on  a  merit  basis,  except  that  the  Secretary  shall 
exercise  no  authority  with  respect  to  the  selection,  tenure  of 
office,  and  compensation  of  any  individual  employed  in  accord- 
ance with  such  methods)  as  are  necessary  for  the  proper  and  effi- 
cient operation  of  the  plan  and  (B)  provides  for  the  training 
and  effective  use  of  paid  subprofessional  staff,  with  particular 
emphasis  on  the  full-time  or  part-time  employment  of  persons 
of  low  income,  as  community  service  aides,  in  the  administration 
of  the  plan  and  for  the  use  of  nonpaid  or  partially  paid  volun- 
teers in  providing  services  and  in  assisting  any  advisory  com- 
mittees established  by  the  State  agency ; 

[(4)  provides  that  the  State  agency  will  make  such  reports,  in 
such  form  and  containing  such  information,  as  the  Secretary  may 
from  time  to  time  require,  and  comply  with  such  provisions  as  he 
may  from  time  to  time  find  necessary  to  assure  the  correctness  and 
verification  of  such  reports ; 

[(5)  provides  for  cooperation  with  medical,  health,  nursing, 
educational,  and  welfare  groups  and  organizations  and,  with  re- 
spect to  the  portion  of  the  plan  relating  to  services  for  crippled 
children,  Avith  any  agency  in  such  State  charged  with  administer- 
ing State  laws  providing  for  vocational  rehabilitation  of  physi- 
cally handicapped  children ; 

[(6)  provides  for  payment  of  the  reasonable  cost  of  inpatient 
hospital  services  provided  under  the  plan,  as  determined  in  ac- 
cordance with  methods  and  standards,  consistent  with  section 
1122,  which  shall  be  developed  by  the  State  and  included  in  the 
plan,  except  that  the  reasonable  cost  of  any  such  services  as  de- 
termined under  such  methods  and  standards  shall  not  exceed  the 
amount  which  would  be  determined  under  section  1861  (v)  as  the 
reasonable  cost  of  such  services  for  purposes  of  title  XVIII ; 

:[(7)  provides,  with  respect  to  the  portion  of  the  plan  relating 
to  services  for  crippled  children,  for  early  identification  of  chil- 
dren in  need  of  health  care  and  services,  and  for  health  care  and 
treatment  needed  to  correct  or  ameliorate  defects  or  chronic  con- 
ditions discovered  thereby,  through  provision  of  such  periodic 
screening  and  diagnostic  services,  and  such  treatment,  care  and 
other  measures  to  correct  or  ameliorate  defects  or  chronic  condi- 
tions, as  may  be  provided  in  regulations  of  the  Secretary ; 

[(8)  effective  July  1,  1974,  provides  a  program  (carried  out 
directly  or  through  grants  or  contracts)  of  projects  described 
in  section  508  which  offers  reasonable  assurance,  particularly  in 
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areas  with  concentrations  of  low-income  families,  of  satisfactorily 
helping  to  reduce  the  incidence  of  mental  retardation  and  other 
handicapping  conditions  caused  by  complications  associated  with 
child  bearing  and  of  satisfactorily  helping  to  reduce  infant  and 
maternal  mortality ; 

[(9)  effective  July  1,  1974,  provides  a  program  (carried  out 
directly  or  through  grants  or  contracts)  of  projects  decribed 
in  section  509  which  offers  reasonable  assurance,  particularly  in 
areas  with  concentrations  of  low-income  families,  of  satisfactorily 
promoting  the  health  of  children  and  youth  of  school  or  pre- 
school age ; 

[(10)  effective  July  1,  1974,  provides  a  program  (carried  out 
directly  or  through  grants  or  contracts)  of  projects  described 
in  section  510  which  offers  reasonable  assurance,  particularly  in 
areas  with  concentrations  of  low-income  families,  of  satisfactorily 
promoting  the  dental  health  of  children  and  youth  of  school  or 
preschool  age ; 

[(11)  provides  for  carrying  out  the  purposes  specified  in  sec- 
tion 501 ; 

[(12)  provides  for  the  development  of  demonstration  services 
(with  special  attention  to  dental  care  for  children  and  family 
planning  services  for  mothers)  in  needy  areas  and  among  groups 
in  special  need ; 

[(13)  provides  that,  where  payment  is  authorized  under  the 
plan  for  services  which  an  optometrist  is  licensed  to  perform,  the 
individual  for  whom  such  payment  is  authorized  may,  to  the  ex- 
tent practicable,  obtain  such  services  from  an  optometrist  licensed 
to  perform  such  services  except  where  such  services  are  rendered 
in  a  clinic,  or  another  appropriate  institution,  which  does  not  have 
an  arrangement  with  optometrists  so  licensed ; 

[(14)  provides  that  acceptance  of  family  planning  services  pro- 
vided under  the  plan  shall  be  voluntary  on  the  part  of  the  indi- 
vidual to  whom  such  services  are  offered  and  shall  not  be  a  pre- 
requisite to  eligibility  for  or  the  receipt  of  any  service  under  the 
plan; 
[(15)  provides — 

[(A)  that  the  State  health  agency,  or  other  appropriate 
State  medical  agency,  shall  be  responsible  for  establishing  a 
plan,  consistent  with  regulations  prescribed  by  the  Secretary, 
for  the  review  by  appropriate  professional  health  personnel 
of  the  appropriateness  and  quality  of  care  and  services  fur- 
nished to  recipients  of  services  under  the  plan  and,  where 
applicable,  for  providing  guidance  with  respect  thereto  to  the 
other  State  agency  referred  to  in  paragraph  (2) ;  and 

[(B)  that  the  State  or  local  agency  utilized  by  the  Secre- 
tary for  the  purpose  specified  in  the  first  sentence  of  section 
1864(a),  or,  if  such  agency  is  not  the  State  agency  which  is 
responsible  for  licensing  health  institutions,  the  State  agency 
responsible  for  such  licensing,  will  perform  the  function  of 
determining  whether  institutions  and  agencies  meet  the  re- 
quirements for  participation  in  the  program  under  the  plan 
under  this  title ;  and 
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[(16)  provides  (A)  that  the  records  of  any  entity  participating 
in  the  plan  and  providing  services  reimbursable  on  a  cost-related 
basis  will  be  audited  as  the  Secretary  determines  to  be  necessary 
to  insure  that  proper  payments  are  made  under  the  plan,  ( B )  that 
such  audits,  for  entities  also  providing  services  under  title  XVIII, 
will  be  coordinated  and  conducted  jointly  (to  such  extent  and  in 
such  manner  as  the  Secretary  shall  prescribe)  with  audits  con- 
ducted for  purposes  of  such  part,  and  (C)  for  payment  of  such 
proportion  of  costs  of  each  such  common  audit  as  is  determined 
under  methods  specified  by  the  Secretary  under  section  1129(a). 
[(b)  The  Secretary  shall  approve  any  plan  which  meets  the  require- 
ments of  subsection  (a). 

[Payments 

[Sec.  506.  (a)  From  the  sums  appropriated  therefor  and  the  allot- 
ments available  under  section  503  (1)  or  504(1) ,  as  the  case  may  be,  the 
Secretary  shall  pay  to  each  State  which  has  a  plan  approved  under 
this  title,  for  each  quarter,  beginning  with  the  quarter  commencing 
July  1,  1968,  an  amount  which  shall  be  used  exclusively  for  carry- 
ing out  the  State  plan,  equal  to  one-half  of  the  total  sum  expended 
during  such  quarter  for  carrying  out  such  plan  with  respect  to  ma- 
ternal and  child  health  services  and  services  for  crippled  children, 
respectively. 

[(b)  (1)  Prior  to  the  beginning  of  each  quarter,  the  Secretary  shall 
estimate  the  amount  to  which  a  State  will  be  entitled  under  subsection 
(a)  for  such  quarter,  such  estimates  to  be  based  on  (A)  a  report  filed 
by  the  State  containing  its  estimate  of  the  total  sum  to  be  expended 
in  such  quarter  in  accordance  with  the  provisions  of  such  subsection, 
and  stating  the  amount  appropriated  or  made  available  by  the  State 
and  its  political  subdivisions  for  such  expenditures  in  such  quarter, 
and  if  such  amount  is  less  than  the  State's  proportionate  share  of  the 
total  sum  of  such  estimated  expenditures,  the  source  or  sources  from 
which  the  difference  is  expected  to  be  derived,  and  (B)  such  other  in- 
vestigation as  the  Secretary  may  find  necessary. 

[(2)  The  Secretary  shall  then  pay  to  the  State,  in  such  installments 
as  he  may  determine,  the  amount  so  estimated,  reduced  or  increased  to 
the  extent  of  any  overpayment  or  underpayment  which  the  Secretary 
determines  was  made  under  this  section  to  such  State  for  any  prior 
quarter  and  with  respect  to  which  adjustment  has  not  already  been 
made  under  this  subsection. 

[(3)  Upon  the  making  of  an  estimate  by  the  Secretary  under  this 
subsection,  any  appropriations  available  for  payments  under  this  sec- 
tion shall  be  deemed  obligated. 

[(c)  The  Secretary  shall  also  from  time  to  time  make  payments  to 
the  States  from  their  respective  allotments  pursuant  to  section  503(2) 
or  504(2).  Payments  of  grants  under  sections  503(2),  504(2),  508, 
509,  510,  and  511,  and  of  grants,  contracts,  or  other  arrangements  under 
section  512,  may  be  made  in  advance  or  by  way  of  reimbursement,  and 
in  such  installments,  as  the  Secretary  may  determine;  and  shall  be 
made  on  such  conditions  as  the  Secretary  finds  necessary  to  carry  out 
the  purposes  of  the  section  involved. 

_  [(d)  The  total  amount  determined  under  subsections  (a)  and  (b) 
and  the  first  sentence  of  subsection  (c)  for  any  fiscal  year  ending  after 
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June  30,  1968,  shall  be  reduced  by  the  amount  by  which  the  sum  ex- 
pended (as  determined  by  the  Secretary)  from  non-Federal  sources 
for  maternal  and  child  health  services  and  services  for  crippled  chil- 
dren for  such  year  is  less  than  the  sum  expended  from  such  sources 
for  such  services  for  the  fiscal  year  ending  June  30,  1968.  In  the  case 
of  any  such  reduction,  the  Secretary  shall  determine  the  portion  thereof 
which  shall  be  applied,  and  the  manner  of  applying  such  reduction,  to 
the  amounts  otherwise  payable  from  allotments  under  section  503  or 
section  504. 

[(e)  Notwithstanding  the  preceding  provisions  of  this  section,  no 
payment  shall  be  made  to  any  State  thereunder  from  the  allotments 
under  section  503  or  section  504  for  any  period  after  June  30,  1968, 
unless  the  State  makes  a  satisfactory  showing  that  it  is  extending  the 
provisions  of  services,  including  services  for  dental  care  for  children 
and  family  planning  for  mothers,  to  which  such  State's  plan  applies 
in  the  State  with  a  view  to  making  such  services  available  by  July  1, 
1975,  to  children  and  mothers  in  all  parts  of  the  State. 

[(f)  Notwithstanding  the  preceding  provisions  of  this  section,  no 
payment  shall  be  made  to  any  State  thereunder — 

[(1)  with  respect  to  any  amount  paid  for  items  or  services  fur- 
nished under  the  plan  after  December  31, 1972,  to  the  extent  that 
such  amount  exceeds  the  charge  which  would  be  determined  to 
be  reasonable  for  such  items  or  services  under  the  fourth  and  fifth 
sentences  of  section  1842(b)  (3) ;  or 

[(2)  with  respect  to  any  amount  paid  for  services  furnished 
under  the  plan  after  December  31,  1972,  by  a  provider  or  other 
person  during  any  period  of  time,  if  payment  may  not  be  made 
under  title  XVIII  with  respect  to  services  furnished  by  such  pro- 
vider or  person  during  such  period  of  time  solely  by  reason  of  a 
determination  by  the  Secretary  under  section  1862(d)(1)  or 
under  clause  (D),  (E),  or  (F)  of  section  1866(b)  (2) ;  or 

[(3)  with  respect  to  any  amount  expended  for  inpatient  hos- 
pital services  furnished  under  the  plan  to  the  extent  that  such 
amount  exceeds  the  hospital's  customary  charges  with  respect  to 
such  services  or  (if  such  services  are  furnished  under  the  plan 
by  a  public  institution  free  of  charge  or  at  nominal  charges  to  the 
public)  exceeds  an  amount  determined  on  the  basis  of  those  items 
(specified  in  regulations  prescribed  by  the  Secretary)  included 
in  the  determination  of  such  payment  which  the  Secretary  finds 
will  provide  fair  compensation  to  such  institution  for  such  serv- 
ices; or 

£(4)  with  respect  to  any  amount  expended  for  services  fur- 
nished under  the  plan  by  a  hospital  unless  such  hospital  has  in 
effect  a  utilization  review  plan  which  meets  the  requirement  im- 
posed by  section  1861  (k)  for  purposes  of  title  XVIII ;  and  if  such 
hospital  has  in  effect  such  a  utilization  review  plan  for  purposes  of 
title  XVIII,  such  plan  shall  serve  as  the  plan  required  by  this  sub- 
section (with  the  same  standards  and  procedures  and  the  same 
review  committee  or  group)  as  a  condition  of  payment  under  this 
title ;  the  Secretary  is  authorized  to  waive  the  requirements  of  this 
paragraph  in  any  State  if  the  State  agency  demonstrates  to  his 
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satisfaction  that  it  has  in  operation  utilization  review  procedures 
which  are  superior  in  their  effectiveness  to  the  procedures  required 
under  section  1861  (k) . 
[(g)  For  limitation  on  Federal  participation  for  capital  expendi- 
tures which  are  out  of  conformity  with  a  comprehensive  plan  of  a 
State  or  areawide  planning  agency,  see  section  1122. 

[Operation  of  State  Plans 

[Sec.  507.  If  the  Secretary,  after  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency  administering  or  supervising  the  ad- 
ministration of  the  State  plan  approved  under  this  title,  finds — 

[(1)  that  the  plan  has  been  so  changed  that  it  no  longer  com- 
plies with  the  provisions  of  section  505 ;  or 

[(2)  that  in  the  administration  of  the  plan  there  is  a  failure 
to  comply  substantially  with  any  such  provision ; 
the  Secretary  shall  notify  such  State  agency  that  further  payments 
will  not  be  made  to  the  State  (or,  in  his  discretion,  that  payments  will 
be  limited  to  categories  under  or  parts  of  the  State  plan  not  affected 
by  such  failure),  until  the  Secretary  is  satisfied  that  there  will  no 
longer  be  any  such  failure  to  comply.  Until  he  is  so  satisfied  he  shall 
make  no  further  payments  to  such  State  (or  shall  limit  payments  to 
categories  under  or  parts  of  the  State  plan  not  affected  by  such 
failure) . 

[Special  Project  Grants  for  Maternity  and  Infant  Care 

[Sec.  508.  (a)  In  order  to  help  reduce  the  incidence  of  mental  re- 
tardation and  other  handicapping  conditions  caused  by  complications 
associated  with  childbearing  and  to  help  reduce  infant  and  maternal 
mortality,  the  Secretary  is  authorized  to  make,  from  the  sums  avail- 
able under  clause  (B)  of  paragraph  (1)  of  section  502,  grants  to  the 
State  health  agency  of  any  State  and,  with  the  consent  of  such  agency, 
to  the  health  agency  of  any  political  subdivision  of  the  State,  and  to 
any  other  public  or  nonprofit  private  agency,  institution,  or  organiza- 
tion, to  pay  not  to  exceed  75  percent  of  the  cost  (exclusive  of  general 
agency  overhead)  of  any  project  for  the  provision  of — 

[(1)  necessary  health  care  to  prospective  mothers  (including, 
after  childbirth,  health  care  to  mothers  and  their  infants)  who 
have  or  are  likely  to  have  conditions  associated  with  childbearing 
or  are  in  circumstances  which  increase  the  hazards  to  the  health 
of  the  mothers  or  their  infants  (including  those  which  may  cause 
physical  or  mental  defects  in  the  infants) ,  or 
<  [(2)  necessary  health  care  to  infants  during  their  first  year  of 
life  who  have  any  condition  or  are  in  circumstances  which  increase 
the  hazards  to  their  health,  or 
[(3)  family  planning  services, 
but  only  if  the  State  or  local  agency  determines  that  the  recipient  will 
not  otherwise  receive  such  necessary  health  care  or  services  because  he 
is  from  a  low-income  family  or  for  other  reasons  beyond  his  control. 
Acceptance  of  family  planning  services  provided  under  a  project  under 
this  section  (and  section  512)  shall  be  voluntary  on  the  part  of  the  indi- 
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vidual  to  whom  such  services  are  offered  and  shall  not  be  a  prerequisite 
to  the  eligibility  for  or  the  receipt  of  any  service  under  such  project. 

[(b)  No  grant  may  be  made  under  tnis  section  for  any  project  for 
any  period  after  June  30, 1974. 

[Special  Project  Grants  for  Health  of  School  and  Preschool 

Children 

[Sec.  509.  (a)  In  order  to  promote  the  health  of  children  and  youth 
of  school  or  preschool  age,  particularly  in  areas  with  concentrations 
of  low-income  families,  the  Secretary  is  authorized  to  make,  from  the 
sums  available  under  clause  (B)  of  paragraph  (1)  of  section  502, 
grants  to  the  State  health  agency  of  any  State  and  (  with  the  consent 
of  such  agency)  to  the  health  agency  of  any  political  subdivision  of 
the  State,  to  the  State  agency  of  the  State  administering  or  supervis- 
ing the  administration  of  the  State  plan  approved  under  section  505, 
to  any  school  of  medicine  (with  appropriate  participation  by  a  school 
of  dentistry) ,  and  to  any  teaching  hospital  affiliated  with  such  a  school, 
to  pay  not  to  exceed  75  percent  of  the  cost  of  projects  of  a  comprehen- 
sive nature  for  health  care  and  services  for  children  and  youth  of 
school  age  or  for  preschool  children  (to  help  them  prepare  to  start 
school).  No  project  shall  be  eligible  for  a  grant  under  this  section 
unless  it  provides  ( 1 )  for  the  coordination  of  health  care  and  services 
provided  under  it  with,  and  utilization  (to  the  extent  feasible)  of, 
other  State  or  local  health,  welfare,  and  education  programs  for  such 
children,  (2)  for  payment  of  (A)  the  reasonable  cost  (as  determined 
in  accordance  with  standards,  consistent  with  section  1122,  approved 
by  the  Secretary)  of  inpatient  hospital  services  provided  under  the 
project,  or  (B)  if  less,  the  customary  charges  with  respect  to  such 
services  provided  under  the  project,  or  (C)  if  such  services  are  fur- 
nished under  the  project  by  a  public  institution  free  of  charge  or  at 
nominal  charges  to  the  public,  an  amount  determined  on  the  basis  of 
those  items  (specified  in  regulations  prescribed  by  the  Secretary)  in- 
cluded in  the  determination  of  such  reasonable  cost  which  the  Secre- 
tary finds  will  provide  fair  compensation  to  such  institution  for  such 
services,  and  (3)  that  any  treatment,  correction  of  defects,  or  after- 
care provided  under  the  project  is  available  only  to  children  who 
would  not  otherwise  receive  it  because  they  are  from  low-income  fam- 
ilies or  for  other  reasons  beyond  their  control;  and  no  such  project 
for  children  and  youth  of  school  age  shall  be  considered  to  be  of  a 
comprehensive  nature  for  purposes  of  this  section  unless  it  includes 
(subject  to  the  limitation  in  the  preceding  provisions  of  this  sentence) 
at  least  such  screening,  diagnosis,  preventive  services,  treatment,  cor- 
rection of  defects,  and  aftercare,  both  medical  and  dental,  as  may  be 
provided  for  in  regulations  of  the  Secretary. 

[(b)  No  grant  may  be  made  under  this  section  for  any  project  for 
any  period  after  June  30, 1974. 

[Special  Project  Grants  for  Dental  Health  of  Children 

[Sec.  510.  (a)  In  order  to  promote  the  dental  health  of  children 
and  youth  of  school  or  preschool  age,  particularly  in  areas  with  con- 
centrations of  low-income  families,  the  Secretary  is  authorized  to  make 
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grants,  from  the  sums  available  under  clause  (B)  of  paragraph  (1) 
of  section  502,  to  the  State  health  agency  of  any  State  and  (with  the 
consent  of  such  agency)  to  the  health  agency  of  any  political  subdivi- 
sion of  the  State,  and  to  any  other  public  or  nonprofit  private  agency, 
institution,  or  organization,  to  pay  not  to  exceed  75  percent  of  the  cost 
of  projects  of  a  comprehensive  nature  for  dental  care  and  services  for 
children  and  youth  of  school  age  or  for  preschool  children.  No  project 
shall  be  eligible  for  a  grant  under  this  section  unless  it  provides  that 
any  treatment,  correction  of  defects,  or  aftercare  provided  under  the 
project  is  available  only  to  children  who  would  not  otherwise  receive  it 
because  they  are  from  low-income  families  or  for  other  reasons  beyond 
their  control,  and  unless  it  includes  (subject  to  the  limitation  of  the 
foregoing  provisions  of  this  sentence)  at  least  such  preventive  services, 
treatment,  correction  of  defects,  and  aftercare,  for  such  age  groups,  as 
may  be  provided  in  regulations  of  the  Secretary.  Such  projects  may  also 
include  research  looking  toward  the  development  of  new  methods  of 
diagnosis  or  treatment,  or  demonstration  of  the  utilization  of  dental 
personnel  with  various  levels  of  training. 

[(b)  No  grant  may  be  made  under  this  section  for  any  project  for 
any  period  after  June  30, 1974. 

[Training  of  Personnel 

[Sec.  511.  From  the  sums  available  under  clause  (C)  of  paragraph 
(1)  or  clause  (B)  of  paragraph  (2)  of  section  502,  the  Secretary  is 
authorized  to  make  grants  to  public  or  nonprofit  private  institutions 
of  higher  learning  for  training  personnel  for  health  care  and  related 
services  for  mothers  and  children,  particularly  mentally  retarded  chil- 
dren and  children  with  multiple  handicaps.  In  making  such  grants 
the  Secretary  shall  give  special  attention  to  programs  providing 
training  at  the  undergraduate  level. 

[Research  Projects  Relating  to  Maternal  and  Child  Health 
Services  and  Crippled  Children's  Services 

[Sec.  512.  From  the  sums  available  under  clause  (C)  of  paragraph 
(1)  or  clause  (B)  of  paragraph  (2)  of  section  502,  the  Secretary  is 
authorized  to  make  grants  to  or  jointly  financed  cooperative  arrange- 
ments with  public  or  other  nonprofit  institutions  of  higher  learning, 
and  public  or  nonprofit  private  agencies  and  organizations  engaged  in 
research  or  in  maternal  and  child  health  or  crippled  children's  pro- 
grams, and  contracts  with  public  or  nonprofit  private  agencies  and 
organizations  engaged  in  research  or  in  such  programs,  for  research 
projects  relating  to  maternal  and  child  health  services  or  crippled 
children's  services  which  show  promise  of  substantial  contribution  to 
the  advancement  thereof.  Effective  with  respect  to  grants  made  and 
arrangements  entered  into  after  June  30,  1968,  (1)  special  emphasis 
shall  be  accorded  to  projects  which  will  help  in  studying  the  need  for, 
and  the  feasibility,  costs,  and  effectiveness  of,  comprehensive  health 
care  programs  in  which  maximum  use  is  made  of  health  personnel 
with  varying  levels  of  training,  and  in  studying  methods  of  training 
for  such  programs,  and  (2)  grants  under  this  section  may  also  in- 
clude funds  for  the  training  of  health  personnel  for  work  in  such 
projects. 
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[Administration 

[Sec.  513.  (a)  The  Secretary  of  Health,  Education,  and  Welfare 
shall  make  such  studies  and  investigations  as  will  promote  the  efficient 
administration  of  this  title. 

[(b)  Such  portion  of  the  appropriations  for  grants  under  section 
501  as  the  Secretary  may  determine,  but  not  exceeding  one-half  of 
1  percent  thereof,  shall  be  available  for  evaluation  by  the  Secretary 
(directly  or  by  grants  or  contracts)  of  the  programs  for  which  such 
appropriations  are  made  and,  in  the  case  of  allotments  from  any  such 
appropriations,  the  amount  available  for  allotments  shall  be  reduced 
accordingly. 

[(c)  Any  agency,  institution,  or  organization  shall,  if  and  to  the 
extent  prescribed  by  the  Secretary,  as  a  condition  to  receipt  of  grants 
under  this  title,  cooperate  with  the  State  agency  administering  or 
supervising  the  administration  of  the  State  plan  approved  under  title 
XIX  in  the  provision  of  care  and  services,  available  under  a  plan  or 
project  under  this  title,  for  children  eligible  therefor  under  such  plan 
approved  under  title  XIX. 

[Definition 

[Sec.  514.  For  purposes  of  this  title,  a  crippled  child  is  an  indi- 
vidual under  the  age  of  21  who  has  an  organic  disease,  defect,  or 
condition  which  may  hinder  the  achievement  of  normal  growth  and 
development. 

[Observance  of  Religious  Beliefs 

[Sec.  515.  Nothing  in  this  title  shall  be  construed  to  require  any 
State  which  has  any  plan  or  program  approved  under,  or  receiving 
financial  support  under,  this  title  to  compel  any  person  to  undergo  any 
medical  screening,  examination,  diagnosis,  or  treatment  or  to  accept 
any  other  health  care  or  services  provided  under  such  plan  or  program 
for  any  purpose  (other  than  for  the  purpose  of  discovering  and  pre- 
venting the  spread  of  infection  or  contagious  disease  or  for  the  purpose 
of  protecting  environmental  health),  if  such  person  objects  (or,  in 
case  such  person  is  a  child,  his  parent  or  guardian  objects)  thereto  on 
religious  grounds. 

[Supplemental  Allotments 

[Sec.  516.  (a)  (1)  For  each  fiscal  year  (commencing  with  the  fiscal 
year  ending  June  30, 1975),  there  shall  (subject  to  paragraph  (2) )  be 
allotted  to  each  State  (from  funds  appropriated  for  such  fiscal  year 
pursuant  to  subsection  (b) )  an  amount,  which  shall  be  in  addition  to 
and  available  for  the  same  purposes  as  the  allotments  of  such  State 
(as  determined  under  sections  503  and  504),  equal  to  the  excess  (if 
any)  of — 

[(A)  the  amount  of  the  allotment  of  such  State  (as  determined 
under  sections  503  and  504)  for  the  fiscal  year  ending  June  30, 
1973,  plus  the  amounts  of  any  grants  to  such  States  under  sections 
508, 509,  and  510,  over 

[(B)  the  amount  of  the  allotment  of  such  State  (as  determined 
under  sections  503  and  504)  for  such  fiscal  year  which  commences 
after  June  30, 1973. 
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£(2)  No  State  shall  receive  an  allotment  under  this  section  for  any 
fiscal  year,  unless  such  State  (in  the  administration  of  its  State  plan, 
approved  under  section  505)  has  in  effect  arrangements  which  the 
Secretary  finds  will  provide  for  the  continuation  of  appropriate  serv- 
ices to  population  groups  previously  receiving  services  from  funds 
made  available  (for  the  fiscal  year  ending  June  30, 1974)  to  such  State 
pursuant  to  sections  508,  509,  and  510. 

[(b)  (1)  (A)  There  are  (subject  to  subparagraph  (B))  hereby  au- 
thorized to  be  appropriated  for  each  fiscal  year  (commencing  with 
the  fiscal  year  ending  June  30, 1975)  such  amounts  as  may  be  necessary 
to  enable  the  Secretary  to  make  the  allotments  authorized  under  sub- 
section (a). 

[(B)  Nothing  contained  in  subparagraph  (A)  shall  be  construed 
to  authorize,  for  any  fiscal  year,  the  appropriation  under  this  sub- 
section of  any  amount  which  is  in  excess  of  the  amount  by  which — 
[(i)  the  amount  authorized  to  be  appropriated  under  section 
501  for  such  year  exceeds 

[(ii)  the  total  amounts  appropriated  pursuant  to  section  501 
for  such  year. 

[(2)  If,  for  any  fiscal  years,  the  total  amount  appropriated  pursu- 
ant to  paragraph  (1)  is  less  than  the  total  amount  allotted  to  all  States 
under  subsection  (a),  then  the  amount  of  the  allotment  of  each  State 
(as  determined  under  subsection  (a))  shall  be  reduced  to  an  amount 
which  bears  the  same  ratio  to  the  total  amount  appropriated  pursuant 
to  paragraph  (1)  for  such  fiscal  year  as  the  amount  of  the  allotment 
of  such  State  (as  determined  under  subsection  (a) )  bears  to  the  total  i 
amount  allotted  to  all  States  under  subsection  (a)  for  such  fiscal 
year.] 

TITLE  V— BLOCK  GRANTS  FOR  MATERNAL  AND  CHILD 

HEALTH 

Purposes  of  Title;  Authorization  of  Appropriations 

Sec.  501.  (a)  For  the  purpose  of  enabling  each  State  to — 

(1)  assure  mothers  and  children  (in  particular  those  living 
in  poverty  or  with  limited  availability  of  health  services')  access 
to  quality  maternal  and  child  health  services  at  a  reasonable  cost; 

(2)  provide  services  for  reducing  infant  mortality  and  handi- 
capping conditions,  reducing  the  costs  of  inpatient  or  long-term 
care  services,  and  otherwise  promoting  the  health  of  mothers  and 
children  (especially  by  providing  preventive  and  primary  care 
services  for  children,  and  prenatal,  delivery,  and  postpartum  care 
for  mothers) ; 

(3)  provide  services  for  locating,  and  for  medical,  surgical, 
corrective,  and  other  services,  and  care  for,  and  facilities  for  diag- 
nosis, hospitalization,  and  aftercare  for,  children  who  are  crippled 
or  who  are  suffering  from  conditions  leading  to  crippling ; 

(4)  provide  services  related  to  hemophilia  (without  regard  to 
age),  lead-based  paint  poisoning  prevention,  genetic  diseases,  and 
sudden  infant  death  syndrome ;  and 
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(5)  provide  rehabilitation  services  for  blind  and  disabled  indi- 
viduals under  the  age  of  16  receiving  benefits  under  title  XVI  of 
this  Act; 

there  are  authorized  to  be  appropriated  $33^,500,000  for  the  fiscal  year 
ending  September  30,  1982,  and  for  each  year  thereafter. 

(b)  (1)  Of  the  amount  appropriated  under  subsection  (a),  the  Sec- 
retary shall  retain  an  amount  equal  to  10  percent  thereof  in  the  case  of 
fiscal  year  1982,  and  an  amount  not  to  exceed  10  percent  thereof  in  the 
case  of  each  fiscal  year  thereafter,  for  the  purpose  of  carrying  out  spe- 
cial projects  of  regional  and  national  significance,  training,  and 
research. 

(2)  For  purposes  of  paragraph  (1)  — 

(A)  amounts  retained  by  the  Secretary  for  training  shall  be 
used  to  make  grants  to  public  or  nonprofit  private  institutions  of 
higher  learning  for  training  personnel  for  health  care  and  related 
services  for  mothers  and  children;  and 

(B)  amounts  retained  by  the  Secretary  for  research  shall  be 
used  to  make  grants  to,  or  jointly  financed  cooperative  arrange- 
ments with  public  or  nonprofit  institutions  of  higher  learning, 
and  public  or  nonprofit  private  agencies  and  organizations  en- 
gaged in  research  or  in  maternal  and  child  health  or  crippled  chil- 
dren's programs,  and  contracts  vnth  public  or  nonprofit  private 
agencies  and  organizations  engaged  in  research  or  in  such  pro- 
grams, for  research  projects  relating  to  maternal  and  child  health 
services  or  crippled  children's  services  which  show  promise  of 
substantial  contribution  to  the  advancement  thereof. 

(c)  The  Secretary  shall  designate  an  organization  within  the  De- 
partment of  Health  and  Human  Services,  which  shall  be  responsible 
for — 

(1)  the  Federal  discretionary  grants  program  described  in  sub- 
section (b) (1) ; 

(2)  promoting  coordination  at  the  Federal  level  of  the  activities 
authorized  under  this  title  and  under  title  XIX  of  this  Act,  espe- 
cially early  and  periodic  screening,  diagnosis  and  treatment,  re- 
lated activities  funded  by  the  Departments  of  Agriculture  and 
Education,  and  under  health  block  grants  and  categorical  health 
programs,  such  as  immunizations,  administered  by  the  Secretary; 

(3)  disseminating  information  to  the  States  in  such  areas  as 
preventive  health  services  and  advances  in  the  care  and  treatment 
of  mothers  and  children; 

(4)  providing  technical  assistance,  upon  request,  to  the  States 
in  such  areas  as  program  planning,  establishment  of  goals  and 
objectives,  standards  of  care,  and  evaluation;  and 

(5)  assisting  in  the  preparation  of  reports  to  the  Congress  on 
the  activities  funded  and  accomplishments  achieved  under  this 
title  from  the  information  required  to  be  reported  by  the  States 
under  sections  505  and  506. 

Allotments 

Sec.  502.  (a)  From  the  amounts  appropriated  under  section  501 
for  any  fiscal  year,  and  available  for  allotment  to  States  after  the  ap- 
plication of  section  501(b),  the  Secretary  shall  allot  to  each  State  an 
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amount  which  hears  the  same  ratio  to  such  amount  available  for  allot- 
ment as  the  amounts  provided  or  allotted  by  the  Secretary  to  such  State 
and  to  entities  in  such  State  for  fiscal  year  1981  under  this  title,  sec- 
tion 1615(e)  of  this  Act,  parts  A  and  B  of  title  XI  of  the  Public  Health 
Service  Act,  and  section  316  of  the  Public  Health  Service  Act  (as  those 
provisions  were  in  effect  for  fiscal  year  1981)  bore  to  the  amounts  pro- 
vided or  allotted  by  the  Secretary  under  those  provisions  to  all  States 
and  to  entities  in  all  States  for  fiscal  year  1981. 

(b)  If  the  ratio  of — 

(1)  tJie  amount  expended  by  a  State  from  State  funds  (other 
than  the  grant  received  under  this  title)  for  a  fiscal  year,  for  the 
purposes  described  in  section  501,  to 

(2)  the  amount  such  State  would  otherwise  receive  (but  for 
the  provisions  of  this  subsection)  under  section  503  for  such  fiscal 
year, 

is  less  than  the  ratio  of — 

(3)  the  amount  of  State  funds  (not  reimbursed  by  the  Federal 
Government)  which  such  State  government  was  required  to  ex- 
pend in  fiscal  year  1981  in  order  to  receive  its  funding  for  fiscal 
year  1981  under  this  title,  to 

(4)  the  amount  of  Federal  funds  received  by  such  State  for 
fiscal  year  1981  under  this  title,  and  under  section  316  and  title  XI 
of  the  Public  Health  Service  Act, 

then  the  amount  otherwise  payable  under  section  503  for  such  fiscal 
year  shall  be  reduced  by  an  amount  necessary  to  assure  that  such  ratio 
for  such  fiscal  year  is  equal  to  such  ratio  for  fiscal  year  1981. 

(c)  The  Secretary  shall  conduct  a  study  for  the  purpose  of  devising 
a  formula  for  equitable  distribution  of  funds  available  for  allotment 
to  the  States  under  this  title  in  accordance  with  criteria  specified  in 
subsections  (a)  and  (b).  Prior  to  September  30,  1982,  the  Secretary 
shall  submit  a  report  to  the  Congress  regarding  the  development  of 
such  formula  and  make  such  recommendations  as  he  may  deem  appro- 
priate in  order  to  insure  the  most  equitable  distribution  of  such  funds 
to  the  States. 

Payments  to  States 

Sec.  503.  The  Secretary  shall  make  payments  as  provided  by  section 
203  of  the  Intergovernmental  Cooperation  Act  of  1968  (42  U.S.C. 
4-213)  to  each  State  from  its  allotment  under  section  502  from  amounts 
appropriated  for  any  fiscal  year. 

Use  of  Grant  Money 

Sec.  504.  (a)  A  State  may  use  amounts  paid  to  it  under  section 
503  (and  amounts  transferred  under  other  provisions  of  law  for  use 
under  this  title)  for  any  of  the  purposes  set  forth  in  section  501,  in- 
cluding planning,  administration,  education,  and  evaluation,  except 
as  limited  under  subsection  (b)  or  as  provided  wider  subsection  (c). 

(b)  Amounts  described  in  subsection  (a)  may  not  be  used  for — 

(1)  cash  payments  to  intended  recipients  of  health  services; 

(2)  the  purchase  or  improvement  of  land,  or  the  purchase,  con- 
struction, or  permanent  improvement  (other  than  minor  remodel- 
ing) of  any  building  or  other  facility; 


686 


(3)  satisfying  any  requirement  for  the  expenditure  of  non-Fed- 
eral funds  as  a  condition  for  the  receipt  of  Federal  funds;  or 

(4)  inpatient  services  to  the  extent  disapproved  by  the  Secre- 
tary. 

The  Secretary  may  waive  the  limitation  contained  in  paragraph  (2) 
upon  the  request  of  a  State  if  the  Secretary  finds  that  there  are  extraor- 
dinary circumstances  to  justify  the  waiver  and  that  granting  the  waiver 
will  assist  in  carrying  out  this  title. 

(c)  From  the  amounts  paid  to  it  under  section  503  from  amounts 
appropriated  for  a  fiscal  year,  a  State  may  transfer  up  to  10  percent 
for  use  under  other  provisions  of  Federal  law  poviding  block  grants 
for  support  of  health  services,  health  promotion  and  disease  preven- 
tion activities,  or  social  services,  or  for  meeting  home  energy  and  emer- 
gency assistance  needs  if  such  other  provision  of  law  allows  funds  to 
be  transferred  for  use  under  this  title.  The  State  shall  inform  the  Sec- 
retary of  any  such  transfer  of  funds. 

(d)  Amounts  described  in  subsection  (a)  shall  remain  available  for 
expenditure  by  the  State  until  the  end  of  the  fiscal  year  following  the 
fiscal  year  for  which  they  were  appropriated. 

(e)  A  State  may  use  a  portion  of  the  amounts  described  in  subsec- 
tion (a)  for  the  purpose  of  purchasing  technical  assistance  from  public 
or  private  entities  if  the  State  determines  that  such  assistance  is  appro- 
priate in  carrying  out  the  purposes  referred  to  in  such  subsection. 

Report  on  Intended  Expenditures 

Sec,  505,  Prior  to  expenditure  by  a  State  of  payments  made  to  it 
under  section  503  for  any  fiscal  year,  the  State  shall  prepare  a  report 
on  the  intended  use  of  payments  the  State  is  to  receive  under  this  title, 
including  a  consideration  of  the  needs  of  the  State  for  the  services 
referred  to  in  section  501(a),  a  statement  of  goals  and  objectives  for 
meeting  those  needs,  information  on  the  types  of  services  to  be  pro- 
vided and  the  categories  or  characteristics  of  individuals  to  be  served, 
and  a  description  of  the  progress  made  in  meeting  the  State's  service 
and  outcome  goals.  The  report  shall  be  made  available  to  the  Secretary 
and  shall  be  made  public  within  the  State  in  such  manner  as  to  facili- 
tate comment  from  any  person  (including  any  Federal  or  other  public 
agency)  during  development  of  the  report  and  after  its  completion. 
The  report  shall  be  revised  throughout  the  year  as  may  be  necessary 
to  reflect  substantial  changes  in  the  assessed  needs  and  the  activities 
assisted  under  this  title,  and  any  revision  shall  be  subject  to  the  require- 
ments of  the  preceding  sentence. 

Reports  and  Audits 

Sec,  506,  (a)  Each  State  shall  prepare  reports  on  its  activities 
under  this  title.  Reports  shall  be  in  such  form,  contain  such  informa- 
tion, and  be  of  such  frequency  (not  less  often  than  every  two  years)  as 
the  State  finds  necessary  to  secure  an  accurate  description  of  those 
activities,  to  secure  a  complete  record  of  the  purposes  for  which  funds 
were  spent,  and  to  determine  the  extent  to  which  funds  were  expended 
consistent  with  the  reports  required  by  section  505.  The  State  shall 
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make  copies  of  the  reports  required  by  this  section  available  for  public 
inspection  within  the  State.  Copies  shall  also  be  provided ,  upon  re- 
quest, to  any  interested  public  agency,  and  each  such  agency  may  pro- 
vide its  views  on  these  reports  to  the  Congress. 

(b)  Each  State  shall,  not  less  often  than  every  two  years,  audit  its 
expenditures  from  amounts  received  under  {or  transferred  to)  this 
title.  Such  State  audits  shall  be  conducted  by  an  entity  independent  of 
the  State  agency  administering  a  program  funded  under  this  title,  in 
accordance  with  geenrally  accepted  auditing  principles.  Within  thirty 
days  following  the  completion  of  each  audit  report,  the  State  shall 
submit  a  copy  of  that  audit  report  to  the  legislature  of  the  State,  to 
appropriate  State  agencies,  and  to  the  Secretary.  Each  State  shall 
repay  to  the  United  States  amounts  found  by  the  Secretary  on  the 
basis  of  such  audit,  after  notice  and  opportunity  for  a  hearing  to  the 
State,  not  to  have  been  expended  in  accordance  ivith  this  title  or  the 
Secretary  may  offset  such  amounts  against  any  other  amount  to  which 
the  State  is  or  may  become  entitled  under  this  title. 

(c)  The  provisions  of  section  202  of  the  Intergovernmental  Coopera- 
tion Act  of  1968  (J$  U.S.C.  4&12)  shall  apply  to  block  grants  under 
this  title. 

State  Agency 

Sec.  507.  (a)  Programs  carried  out  with  allotments  made  avail- 
able to  States  under  this  title  shall  be  administered  by  the  State  health 
agency,  or  the  supervision  of  the  administration  of  such  programs 
shall  be  carried  out  by  the  State  health  agency;  except  that  in  the  case 
of  those  States  lohich  on  July  1, 1967,  provided  for  administration  (or 
supervision  thereof)  of  the  State  plan  under  this  title,  as  in  effect  on 
such  date,  by  a  State  agency  other  than  the  State  health  agency,  such 
State  shall  comply  with  the  requirements  of  this  subsection  if  it  loould 
othemvise  comply  but  for  the  fact  that  such  other  agency  administers, 
or  supervises  the  administration  of,  any  such  programs  providing  serv- 
ices for  crippled  children. 

(b)(1)  Such  State  agency  or  agencies  shall  participate  in  the  co- 
ordination of  activities  between  programs  carried  out  under  this  title 
and  the  early  and  periodic  screening,  diagnosis,  and  treatment  pro- 
gram under  title  XIX,  to  ensure  that  such  program  is  cai^ried  out 
without  duplication  of  effort,  and  shall  participate  in  the  cooperative 
arrangements  with  the  State  agency  carrying  out  such  plan  under  title 
XIX  as  required  in  section  1902(a)  (11)  of  this  Act  (relating  to  co- 
ordination of  care  and  services  available  under  this  title  and  title 
XIX). 

(2)  Such  State  agency  or  agencies  shall  coordinate,  or  participate 
in  the  coordination  of  activities  within  the  State  with  programs  car- 
ried out  under  this  title  and  related  grant  programs  administered  by 
the  Secretary  and  other  Federal  agencies.  Such  programs  include  sup- 
plemental food  programs  for  mothers,  infants,  and  children  adminis- 
tered by  the  Department  of  Agriculture,  related  education  programs 
administered  by  the  Department  of  Education,  other  health  and  de- 
velopmental disability  programs  administered  by  the  Secretary,  and 
family  planning  services  authorized  under  title  XX  of  this  Act. 
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TITLE  X— GRANTS  TO  STATES  FOR  AID  TO  THE  BLIND 

Appropriation 

Section  1001.  For  the  purpose  of  enabling  each  State  to  furnish 
financial  assistance,  as  far  as  practicable  under  the  conditions  in  such 
State,  to  needy  individuals  who  are  blind  [and  of  encouraging  each 
State,  as  far  as  practicable  under  such  conditions,  to  furnish  rehabili- 
tation and  other  services  to  help  such  individuals  attain  or  retain 
capability  for  self-support  or  self -care],  there  is  hereby  authorized  to 
be  appropriated  for  each  fiscal  year  a  sum  sufficient  to  carry  out  the 
purposes  of  this  title.  The  sums  made  available  under  this  section 
shall  be  used  for  making  payments  to  States  which  have  submitted, 
and  had  approved  by  the  Secretary  of  Health,  Education,  and  Wel- 
fare, State  plans  for  aid  to  the  blind. 

******* 

Payments  to  States 

Sec.  1003.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 
of  the  Treasury  shall  pay  to  each  State  which  has  an  approved  plan  for 
aid  to  the  blind,  for  each  quarter,  beginning  with  the  quarter  com- 
mencing October  1,  1958 — 

******* 

[(3)  in  the  case  of  any  State  whose  State  plan  approved  under 
section  1002  meets  the  requirements  of  subsection  (c)(1)  an 
amount  equal  to  the  sum  of  the  following  proportions  of  the  total 
amounts  expended  during  such  quarter  as  found  necessary  by  the 
Secretary  of  Health,  Education,  and  Welfare  for  the  proper  and 
efficient  administration  of  the  State  plan — 

[(A)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for — 

[(i)  services  which  are  prescribed  pursuant  to  subsec- 
tion (c)  (1)  and  are  provided  (in  accordance  with  the 
next  sentence)  to  applicants  for  or  recipients  of  aid  to  the 
blind  to  help  them  attain  or  retain  capability  for  self- 
support  or  self-care,  or 

[(ii)  other  services,  specified  by  the  Secretary  as  likely 
to  prevent  or  reduce  dependency,  so  provided  to  such 
applicants  or  recipients,  or 

[(iii)  any  of  the  services  prescribed  pursuant  to  sub- 
section (c)  (1),  and  of  the  services  specified  as  provided 
in  clause  (ii),  which  the  Secretary  may  specify  as  ap- 
propriate for  individuals  who,  within  such  period  or 
periods  as  the  Secretary  may  prescribe,  have  been  or  are 
likely  to  become  applicants  for  or  recipients  of  aid  to 
the  blind,  if  such  services  are  requested  by  such  individ- 
uals and  are  provided  to  such  individuals  in  accordance 
with  the  next  sentence,  or 
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[(iv)  the  training  (including  both  short-  and  long- 
term  training  at  educational  institutions  through  grants 
to  such  institutions  or  by  direct  financial  assistance  to 
students  enrolled  in  such  institutions)  of  personnel  em- 
ployed or  preparing  for  employment  by  the  State  agency 
or  by  the  local  agency  administering  the  plan  in  the  po- 
litical subdivision;  plus 
[(B)  one-half  of  so  much  of  such  expenditures  (not  in- 
cluded under  subparagraph  (A) )  as  are  for  services  provided 
(in  accordance  with  the  next  sentence)  to  applicants  for  or 
recipients  of  aid  to  the  blind,  and  to  individuals  requesting 
such  services  who  (within  such  period  or  periods  as  the  Secre- 
tary may  prescribe)  have  been  or  are  likely  to  become  appli- 
cants for  or  recipients  of  such  aid ;  plus 

[(C)  one-half  of  the  remainder  of  such  expenditures. 
The  services  referred  to  in  subparagraph  (A)  and  (B)  shall,  ex- 
cept to  the  extent  specified  by  the  Secretary,  include  only — 

[(D)  services  provided  by  the  staif  of  the  State  agency, 
or  of  the  local  agency  administering  the  State  plan  in  the 
political  subdivision:  Provided,  That  no  funds  authorized 
under  this  title  shall  be  available  for  services  defined  as  voca- 
tional rehabilitation  services  under  the  Vocational  Rehabili- 
tation Act  (i)  which  are  available  to  individuals  in  need  of 
them  under  programs  for  their  rehabilitation  carried  on 
under  a  State  plan  approved  under  such  Act,  or  (ii)  which 
the  State  agency  or  agencies  administering  or  supervising 
the  administration  of  the  State  plan  approved  under  such  Act 
are  able  and  willing  to  provide  if  reimbursed  for  the  cost 
thereof  pursuant  to  agreement  under  subparagraph  (E),  if 
provided  by  such  staff,  and 

[(E)  prescribed  by  the  Secretary,  under  conditions  which 
shall  be  services  which  in  the  judgment  of  the  State  agency 
cannot  be  as  economically  or  as  eifectively  provided  by  the 
staff  of  such  State  or  local  agency  and  are  not  otherwise  rea- 
sonably available  to  individuals  in  need  of  them,  and  which 
are  provided,  pursuant  to  agreement  with  the  State  agency, 
by  the  State  health  authority  or  the  State  agency  or  agencies 
administering  or  supervising  the  administration  of  the  State 
plan  for  vocational  rehabilitation  services  approved  under 
the  Vocational  Rehabilitation  Act  or  by  any  other  State 
agency  which  the  Secretary  may  determine  to  be  appropriate 
(whether  provided  by  its  staff  or  by  contract  with  public 
(local)  or  nonprofit  private  agencies) ; 
except  that  services  described  in  clause  (ii)  of  subparagraph  (D) 
hereof  may  be  provided  only  pursuant  to  agreement  with  such 
State  agency  or  agencies  administering  or  supervising  the  admin- 
istration of  the  State  plan  for  vocational  rehabilitation  services 
so  approved.  The  portion  of  the  amount  expended  for  administra- 
tion of  the  State  plan  to  which  subparagraph  (A)  applies  and  the 
portion  thereof  to  which  subparagraphs  (B)  and  (C)  apply 
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shall  be  determined  in  accordance  with  such  methods  and  pro- 
cedures as  may  be  permitted  by  the  Secretary ;  and] 

(3)  in  the  case  of  any  State,  \an  amount  equal  to  the  sum  of 
the  following  proportions  of  the  total  amounts  expended  during 
such  quarter  as  found  necessary  by  the  Secretary  of  Health  and 
Human  Services  for  the  proper  and  efficient  administration  of 
the  State  plan — 

(A)  75  per  centum  of  so  much  of  such  expenditures  as 
are  for  the  training  {including  both  short-  and  long-term 
training  at  educational  institutions  through  grants  to  such 
institutions  or  by  direct  financial  assistance  to  students  en- 
rolled in  such  institutions)  of  personnel  employed  or  pre- 
paring for  employment  by  the  State  agency  or  by  the  local 
agency  administering  the  plan  in  the  political  subdivision ; 
plus 

(B)  one-half  of  the  remainder  of  such  expenditures. 
[(4)  in  the  case  of  any  State  whose  State  plan  approved  under 

section  1002  does  not  meet  the  requirements  of  subsection  (c)(1), 
an  amount  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  found  necessary  by  the  Secretary  for  the 
proper  and  efficient  administration  of  the  State  plan,  including 
services  referred  to  in  paragraph  (3)  and  provided  in  accordance 
with  the  provisions  of  such  paragraph.  J 

[(c)  (1)  In  order  for  a  State  to  qualify  for  payments  under  para- 
graph (3)  of  subsection  (a),  its  State  plan  approved  under  section 
1002  must  provide  that  the  State  agency  shall  make  available  to  appli- 
cants for  or  recipients  of  aid  to  the  blind  at  least  those  services  to 
help  them  attain  or  retain  capability  for  self-support  or  self-care 
which  are  prescribed  by  the  Secretary. 

£(2)  In  the  case  of  any  State  whose  State  plan  included  a  provision 
meeting  the  requirements  of  paragraph  ( 1 ) ,  but  with  respect  to  which 
the  Secretary  finds,  after  reasonable  notice  and  opportunity  for  hear- 
ings to  the  State  agency  administering  or  supervising  the  administra- 
tion of  such  plan,  that — 

[(A)  the  provision  has  been  so  changed  that  it  no  longer  com- 
plies with  the  requirements  of  paragraph  ( 1 ) ,  or 

[(B)  in  the  administration  of  the  plan  there  is  a  failure  to  com- 
ply substantially  with  such  provision, 
the  Secretary  shall  notify  such  State  agency  that  further  payments 
will  not  be  made  to  the  State  under  paragraph  (3)  of  subsection  (a) 
until  he  is  satisfied  that  there  will  no  longer  be  any  such  failure  to 
comply.  Until  the  Secretary  is  so  satisfied  further  payments  with 
respect  to  the  administration  of  such  State  plan  shall  not  be  made 
under  paragraph  (3)  of  subsection  (a)  but  shall  instead  be  made,  sub- 
ject to  the  other  provisions  of  this  title,  under  paragraph  (4)  of  such 
subsection.] 
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TITLE  XI— GENERAL  PROVISIONS  AND  PROFESSIONAL 
STANDARDS  REVIEW 

Part  A — General  Provisions 

Definitions 

Sec.  1101.  (a)  When  used  in  this  Act — 

(1)  The  term  "State",  except  where  otherwise  provided,  includes 
the  District  of  Columbia  and  the  Commonwealth  of  Puerto  Rico,  and 
when  used  in  titles  IV,  V,  VII,  XI,  and  XIX  includes  the  Virgin 
Islands  and  Guam.  Such  term  when  used  in  titles  III,  IX,  and  XII 
also  includes  the  Virgin  Islands.  Such  term  when  used  in  title  V  and 
in  part  B  of  this  title  also  includes  American  Samoa  and  the  Trust  Ter- 
ritory of  the  Pacific  Islands.  In  the  case  of  Puerto  Rico,  the  Virgin 
Islands,  and  Guam,  title  I,  X,  and  XIV,  and  title  XVI,  (as  in  effect 
without  regard  to  the  amendment  made  by  section  301  of  the  Social 
Security  Amendments  of  1972)  shall  continue  to  apply,  and  the  term 
"States"  when  used  in  such  titles  (but  not  in  title  XVI  as  in  effect 
pursuant  to  such  amendment  after  December  31, 1973)  includes  Puerto 
Rico,  the  Virgin  Islands,  and  Guam.  Such  term  when  used  in  title  XX 
also  includes  the  Virgin  Islands,  American  Samoa,  the  Northern  Mar- 
iana Islands,  and  the  Trust  Territory  of  the  Pacific  Islands. 

******* 

(9)  The  term  "shared  health  facility"  means  any  arrangement 
whereby — 

(A)  two  or  more  health  care  practitioners  practice  their  pro- 
fessions at  a  common  physical  location ; 

(B)  such  practitioners  share  (i)  common  waiting  areas,  ex- 
amining rooms,  treatment  rooms,  or  other  space,  (ii)  the  services 
of  supporting  staff ,  or  (iii)  equipment; 

(C)  such  practitioners  have  a  person  (who  may  himself  be  a 
practitioner)  — 

(i)  who  is  in  charge  of,  controls,  manages,  or  supervises 
substantial  aspects  of  the  arrangement  or  operation  for  the 
delivery  of  health  or  medical  services  at  such  common  physi- 
cal location,  other  than  the  direct  furnishing  of  professional 
health  care  services  by  the  practitioners  to  their  patients ;  or 

(ii)  who  makes  available  to  such  practitioners  the  services 
of  supporting  staff  who  are  not  employees  of  such  practi- 
tioners ; 

and  who  is  compensated  in  whole  or  in  part,  for  the  use  of  such 
common  physical  location  or  support  services  pertaining  thereto, 
on  a  basis  related  to  amounts  charged  or  collected  for  the  services 
rendered  or  ordered  at  such  location  or  on  any  basis  clearly 
unrelated  to  the  value  of  the  services  provided  by  the  person;  and 

(D)  at  least  one  of  such  practitioners  received  payments  on  a 
fee-for-service  basis  under  titles  [V,  XVIII,  and  XIXJ 
XVIII  and  XIX  in  an  amount  exceeding  $5,000  for  any  one  month 
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during  the  preceding  12  months  or  in  an  aggregate  amount  ex- 
ceeding $40,000  during  the  preceding  12  months ; 
except  that  such  term  does  not  include  a  provider  of  services  (as  de- 
fined in  section  1861  (u)  of  this  Act),  a  health  maintenance  organiza- 
tion (as  defined  in  section  1301(a)  of  the  Public  Health  Service  Act), 
a  hospital  cooperative  shared  services  organization  meeting  the  re- 
quirements of  section  501(e)  of  the  Internal  Revenue  Code  of  1954, 
or  any  public  entity. 

*  *  *  *  *  *  * 

Disclosure  of  Information  in  Possession  of  Department 
Sec.  1106.  (a)  *  *  * 

(c)  Notwithstanding  sections  552  and  552a  of  title  5,  United  States 
Code,  or  any  other  provision  of  law,  whenever  the  Secretary  deter- 
mines that  a  request  for  information  is  made  m  order  to  assist  a  party 
in  interest  (as  defined  in  section  3  (H)  of  the  Employee  Retirement 
Income  Security  Act  of  1974)  with  respect  to  the  administration  of  an 
employee  benefit  plan  (as  defined  in  section  3  (3)  of  such  Act),  the 
Secretary  may  require  the  requester  to  pay  the  full  cost,  as  determined 
by  the  Secretary,  of  providing  such  information,  and  any  amounts  so 
paid  shall  be  deposited  into  the  Federal  Old- Age  and  Survivors  Insur- 
ance Trust  Fund, 

#  *  *  *  *  *  » 

[Penalty  for  Fraud]  Penalties 
Sec.  1107.  (a)  *  *  * 

(c)  (1)  Any  person  who  presents  or  causes  to  be  presented  to  an 
officer,  employee,  or  agent  of  the  United  States,  or  of  any  department 
or  agency  thereof,  or  of  any  State  agency,  a  claim  (as  defined  in  para- 
graph (10)  (B) )  that  the  Secretary  determines  is  for  a  medical  or  other 
item  or  service — 

(A )  that  such  person  knows  or  has  reason  to  know  was  not  pro- 
vided as  claimed,  or 

(B)  that  was  provided  while  such  person  was  barred  from 
participation  in  the  program  under  which  such  claim  was  made, 
pursuant  to  a  determination  by  the  Secretary  under  this  section 
or  section  1128,  1160, 1862  (d),or  1866, 

shall  be  subject,  in  addition  to  any  other  penalties  that  may  be  pre- 
scribed by  law,  to  a  civil  penalty  of  not  more  than  $2fi00  for  each  such 
item  or  service.  In  addition,  such  a  person  shall  be  subject  to  an  assess- 
ment of  not  more  than  twice  the  amount  claimed  for  each  such  item  or 
service  in  lieu  of  damages  sustained,  by  the  United  States  or  a  State 
agency  because  of  such  claim. 

(2)  The  Secretary  shall  not  make  a  determination  adverse  to  any 
person  under  paragraph  (1)  until  such  person  has  been  given  written 
notice  and;  an  opportunity  for  a  hearing  on  the  record,  at  which  he  is 
entitled  to  be  represented  by  counsel,  to  present  witnesses,  and  to  cross- 
examine  witnesses  against  him. 

(3)  In  determining  the  amount  of  any  penalty  assessed  pursuant  to 
paragraph  (1)  of  this  subsection,  the  Secretary  shall  take  into  account 
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(A)  the  nature  of  the  claims  and  the  circumstances  under  which  they 
were  presented,  (B)  the  degree  of  culpability,  history  of  prior  offenses, 
and  financial  condition  of  the  person  presenting  the  claims,  and  (C) 
such  other  matters  as  justice  may  require. 

{It)  Any  person  adversely  affected  by  a  determination  of  the  Secre- ; 
tary  under  this  subsection  may  obtain  a  review  of  such  determination  j 
in  the  United  States  Court  of  Appeals  for  the  circuit  in  which  such 
person  resides,  or  in  which  the  claim  was  presented,  by  filing  in  such 
court,  within  sixty  days  following  notification  to  the  person  of  the 
Secretary's  final  determination,  a  written  petition  requesting  that  the 
determination  be  modified  or  set  aside.  A  copy  of  the  petition  shall  be 
transmitted  by  the  clerk  of  the  court  to  the  Secretary,  and  the  Secre- 
tary shall  then  file  in  tlve  court  the  record  in  the  proceeding  as  pro- 
vided in  section  2112  of  title  28,  United  States  Code.  Upon  such  filing, 
the  court  shall  have  jurisdiction  of  the  proceeding  and  of  the  question 
determined  therein,  and  shall  have  the  power  to  make  and  enter  upon 
the  pleadings,  testimony,  and  proceedings  set  forth  in  such  record  a 
decree  affirming,  modifying,  remanding  for  further  consideration,  or 
setting  aside,  in  whole  or  in  part,  the  determination  of  the  Secretary 
and  enforcing  the  same  to  the  extent  that  such  order  is  affirmed  or 
modified.  No  objection  that  has  not  been  made  before  the  Secretary 
shall  be  considered  by  the  court,  unless  the  failure  or  neglect  to  make 
such  objection  shall  be  excused  because  of  extraordinary  circumstances. 
The  findings  of  the  Secretary/  with  respect  to  questions  of  fact,  if 
supported  by  substantial  evidence  on  the  record  considered  as  a 
whole,  shall  be  conclusive.  If  any  party  shall  apply  to  the  court  for 
leave  to  adduce  additional  evidence  and  shall  show  to  the  satisfaction 
of  the  court  that  such  additional  evidence  is  material  and  that  there 
were  reasonable  grounds  for  the  failure  to  adduce  such  evidence  in 
the  hearing  before  the  Secretary,  the  court  may  order  such  additional 
evidence  to  be  taken  before  the  Secretary  and  to  be  made  a  part  of 
the  record.  The  Secretary  may  modify  his  findings  as  to  the  facts,  or 
make  new  findings,  by  reasons  of  additional  evidence  so  taken  and  filed 
and  he  shall  file  such  modified  or  new  findings,  which  findings  with 
respect  to  questions  of  fact,  if  supported  by  substantial  evidence  on 
the  record  considered  as  a  whole,  shall  be  conclusive^  and  his  recom- 
mendations, if  any,  for  the  modification  or  setting  aside  of  his  original 
order.  Upon  the  filing  of  the  record  with  it,  the  jurisdiction  of  the 
court  shall  be  exclusive  and  its  judgment  and  decree  shall  be  final, 
except  that  the  same  shall  be  subject  to  review  by  the  Supreme  Court 
of  the  United  States,  as  provided  in  section  125 1^  of  title  28,  United 
States  Code. 

(5)  Civil  penalties  and  assessments  imposed  under  this  subsection 
may  be  compromised  by  the  Secretary  and  may  be  recovered  in  a  civil 
action  in  the  name  of  the  United  States  brought  in  the  United  States 
district  court  for  the  district  where  the  claim  was  presented,  or  where 
the  claimant  resides,  as  determined  by  the  Secretary.  Amounts  recov- 
ered shall  be  paid  to  the  Secretary,  and  disposed  of  as  follows:  (A)  a 
portion  of  amounts  recovered  arising  out  of  a  claim  under  title  XIX 
equal  to  the  State's  matching  share  of  the  amount  paid  by  the  State 
agency  for  such  claim  shall  be  paid  to  the  State  agency;  (B)  such 
portion  of  amounts  recovered  as  is  determined  to  have  been  paid  out  of 
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the  trust  funds  under  sections  1817  and  181^1  shall  be  repaid  to  such 
trust  funds;  and  (C)  the  remainder  shall  be  deposited  as  miscellane- 
ous receipts  of  the  Treasury  of  the  United  States.  The  amount  of  such 
penalty,  when  finally  determined,  or  the  amount  agreed  upon  in  com- 
promise, may  be  deducted  from  any  sum  then  or  later  owing  by  the 
United  States  or  a  State  agency  to  the  person  against  whom  the  pen- 
alty has  been  assessed. 

(6)  A  determination  by  the  Secretary  to  assess  a  penalty  under  para- 
graph (1)  of  this  subsection  shall  be  final  upon  the  expiration  of  the 
sixty-day  period  referred  to  in  paragraph  (4)  unless  the  person  against 
whom  the  penalty  has  been  assessed  files  an  appeal  as  provided  in  that 
paragraph.  M atters  that  were  raised  or  that  could  have  been  raised  in  a 
hearing  before  the  Secretary  or  in  an  appeal  pursuant  to  paragraph 
(4)  may  not  be  raised  as  a  defense  to  a  civil  action  by  the  United  States 
to  collect  a  penalty  or  damages  assessed  under  this  subsection, 

(7)  The  Secretary  may  refuse  to  make  any  further  payment  under 
title  XVIII  of  this  Act,  or  deny  any  further  Federal  financial  par- 
ticipation under  title  XIX  of  this  Act,  for  items  or  services  furnished 
by  any  person  with  respect  to  whom  a  final  determination  has  been 
made  to  assess  a  penalty  under  this  subsection,  for  any  item  or  service 
rendered  during  such  period  as  the  Secretary  may  deem  appropriate. 
If  the  Secretary  intends  to  exercise  the  authority  in  this  subparagraph, 
he  shall  give  written  notice  thereof  to  such  person  and  to  the  State 
agency  of  each  State  which  he  has  reason  to  believe  does  or  may  use 
the  services  of  such  person  in  providing  medical  assistance  under  a 
State  plan  approved  under  title  XIX  of  this  Act. 

(8)  Whenever  the  Secretary  makes  a  final  determination  to  impose 
a  penalty  under  paragraph  (1),  he  shall  notify  the  appropriate  State 
or  local  medical  agency  or  organization,  and  appropriate  Professional 
Standards  Review  Organization,  and  the  appropriate  State  or  local  li- 
censing agency  or  organization  {including  the  agency  specified  in  sec- 
tions 1861(a)  and  1902(a)  (33) )  that  such  a  penalty  has  been  imposed 
and  the  reasons  therefor. 

(9)  The  Secretary  shall  initiate  a  proceeding  to  determine  whether 
to  impose  a  civil  penalty  under  paragraph  (1)  under  this  subsection 
only  as  authorized  by  the  Attorney  General  pursuant  to  procedures 
agreed  upon  by  them. 

( 10)  For  the  purposes  of  this  subsection — 

(A)  the  term  "State  agency"  means  the  agency  established  or 
designated  to  administer  or  supervise  the  administration  of  the 
State  plan  under  title  XIX  of  this  Act; 

(B)  the  term  "claim"  means  an  application  submitted  by  (i)  a 
provider  of  services  or  other  person,  agency,  or  organization  that 
furnishes  services  under  title  XVIII  of  this  Act,  or  (ii)  a  person, 
agency,  or  organization  which  provides  items  or  services  under 
a  State  plan  approved  under  title  XIX  of  this  Act,  against  the 
United  States  or  a  State  agency  for  payment  for  health  care 
services  under  title  XVIII  or  a  State  plan  approved  under  title 
XIX; 

(C)  the  term  "item  or  service"  includes  (i)  any  particular  item, 
device,  medical  supply,  or  service  claimed  to  have  been  provided 
to  a  patient  and  listed  in  an  itemized  claim  for  payment,  and  (ii) 
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in  the  case  of  a  claim  based  on  costs,  any  entry  in  the  cost  report, 
books  of  account,  or  other  documents  supporting  such  claim;  and 
(D)  the  term  "agency  of  the  United  States"  includes  any  claims 
processing  agent  for  a  health  insurance  or  medical  services  pro- 
gram under  title  XVIII  or  a  State  plan  approved  under  title 
XIX. 

Limitation  on  Payments  to  Puerto  Rico,  the  Virgin  Islands, 

and  Guam 

Sec.  1108.  [(a)  Except  as  provided  in  2002(a)(2)(C)  the  total 
amount  certified  by  the  Secretary  of  Health,  Education,  and  Welfare 
under  title  I,  X,  XIV,  and  XVI,  and  under  parts  A  and  E  of  title  IV 
(exclusive  of  any  amounts  on  account  of  services  and  items  to  which 
subsection  (b)  applies) — ] 

(a)  The  total  amount  certified  by  the  Secretary  of  Health  and 
Human  Services  under  titles  I,  X,  XIV ,  and  XVI,  and  under  part 
A  of  title  IV  {exclusive  of  any  amounts  on  account  of  services  and 
items  to  which  subsection  (b)  applies)  — 

( 1 )  for  payment  to  Puerto  Rico  shall  not  exceed — 

(A)  $12,500,000  with  respect  to  the  fiscal  year  1968, 

(B)  $15,000,000  with  respect  to  the  fiscal  year  1969, 

(C)  $18,000,000  with  respect  to  the  fiscal  year  1970, 

(D)  $21,000,000  with  respect  to  the  fiscal  year  1971, 

(E)  $24,000,000  with  respect  to  each  of  the  fiscal  years 
1972  through  1978,  or 

(F)  $72,000,000  with  respect  to  the  fiscal  year  1979  and 
each  fiscal  year  thereafter; 

(2)  for  payment  to  the  Virgin  Islands  shall  not  exceed — 

(A)  $425,000  with  respect  to  the  fiscal  year  1968, 

(B)  $500,000  with  respect  to  the  fiscal  year  1969, 

(C)  $600,000  with  respect  to  the  fiscal  year  1970, 

(D)  $700,000  with  respect  to  the  fiscal  year  1971, 

(E)  $800,000  with  respect  to  each  of  the  fiscal  years  1972 
through  1978,  or 

(F)  $2,400,000  with  respect  to  the  fiscal  year  1979  and 
each  fiscal  year  thereafter; 

(3)  for  payment  to  Guam  shall  not  exceed — 

(A)  $575,000  with  respect  to  the  fiscal  year  1968, 

(B)  $690,000  with  respect  to  the  fiscal  year  1969, 

( C )  $825,000  with  respect  to  the  fiscal  year  1970, 

(D)  $960,000  with  respect  to  the  fiscal  year  1971, 

(E)  $1,100,000  with  respect  to  each  of  the  fiscal  years  1972 
through  1978,  or 

(F)  $3,300,000  with  respect  to  the  fiscal  year  1979  and  each 
fiscal  year  theerafter ; 

(b)  The  total  amount  certified  by  the  Secretary  under  part  A  of 
title  IV,  on  account  of  family  planning  sendees  and  services  provided 
under  section  402  (a)  (19)  with  respect  to  any  fiscal  year — 

(1)  for  payment  to  Puerto  Rico  shall  not  exceed  $2,000,000, 

(2)  for  payment  to  the  Virgin  Islands  shall  not  exceed  $65,000, 
and 
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(3)  for  payment  to  Guam  shall  not  exceed  $90,000. 
[(c)  The  total  amount  certified  by  the  Secretary  under  title  XIX 
with  respect  to  any  fiscal  year — 

[(1)  for  payment  to  Puerto  Rico  shall  not  exceed  $30,000,000, 
[(2)  for  payment  to  the  Virgin  Islands  shall  not  exceed  $1,000,- 
000,  and 

[(3)  for  payment  to  Guam  shall  not  exceed  $900,000.] 
******* 

Demonstration  Projects 

Sec.  1115.  (a)  In  the  case  of  any  experimental,  pilot,  or  demonstra- 
tion project  which,  in  the  judgment  of  the  Secretary,  is  likely  to  assist 
in  promoting  the  objectives  of  title  I ,  VI,  X,  XIV,  XVI,  or  XIX  [,  or 
XX J,  or  part  A  of  title  IV,  in  a  State  or  States — 

(1)  the  Secretary  may  waive  compliance  with  any  of  the  re- 
quirements of  section  2,  402,  602,  1002,  1402,  1602,  [1902,  2002, 
2003,  or  2004]  or  1902,  as  the  case  may  be,  to  the  extent  and  for 
the  period  he  finds  necessary  to  enable  such  State  or  States  to 
carry  out  such  project,  and 

(2)  costs  of  such  project  which  would  not  otherwise  be  in- 
cluded as  expenditures  under  section  3,  403,  603,  1003,  1403,  1603, 
[1903,  2002]  or  1903,  as  the  case  may  be,  and  which  are  not  in- 
cluded as  part  of  the  costs  of  projects  under  section  1110,  shall,  to 
the  extent  and  for  the  period  prescribed  by  the  Secretary,  be  re- 
garded as  expenditures  under  the  State  plan  or  plans  approved 
under  such  title,  or  for  administration  of  such  State  plan  or 
plans,  [or  expenditures  with  respect  to  which  payment  shall  be 
made  under  section  2002,]  as  may  be  appropriate. 

*  *  *  *  •  *  • 

Administrative  and  Judicial  Review  of  Certain  Administrative 

Determinations 

Sec.  1116.  (a)  (1)  Whenever  a  State  plan  is  submitted  to  the  Sec- 
retary by  a  State  for  approval  under  title  I,  VI,  X,  XIV,  XVI,  [XIX, 
or  XX]  or  XIX,  or  part  A  of  title  IV,  he  shall  not  later  than  90  days 
after  the  date  the  plan  is  submitted  to  him,  make  a  determination  as 
to  whether  it  conforms  to  the  requirements  for  approval  under  such 
title.  The  90-day  period  provided  herein  may  be  extended  by  written 
agreement  of  the  Secretary  and  the  affected  State. 

(2)  Any  State  dissatisfied  with  a  determination  of  the  Secretary 
under  paragraph  (1)  with  respect  to  any  plan  may,  within  60  days 
after  it  has  been  notified  of  such  determination,  file  a  petition  with  the 
Secretary  for  reconsideration  of  the  issue  of  whether  such  plan  con- 
forms to  the  requirements  for  approval  under  such  title.  Within  30 
days  after  receipt  of  such  a  petition,  the  Secretary  shall  notify  the 
State  of  the  time  and  place  at  which  a  hearing  will  be  held  for  the 
purpose  of  reconsidering  such  issue.  Such  hearing  shall  be  held  not 
less  than  20  days  nor  more  than  60  days  after  the  date  notice  of  such 
hearing  is  furnished  to  such  State,  unless  the  Secretary  and  such 
State  agree  in  writing  to  holding  the  hearing  at  another  time.  The 
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Secretary  shall  affirm,  modify,  or  reverse  his  original  determination 
within  60  days  of  the  conclusion  of  the  hearing. 

(3)  Any  State  which  is  dissatisfied  with  a  final  determination  made 
by  the  Secretary  on  such  a  reconsideration  or  a  final  determination  of 
the  Secretary  under  section  4,  404,  604,  1004,  1404,  1604,  [1904,  or 
2003]  or  1904  may,  within  60  days  after  it  has  been  notified  of  such 
determination,  file  with  the  United  States  court  of  appeals  for  the 
circuit  in  which  such  State  is  located  a  petition  for  review  of  such 
determination.  A  copy  of  the  petition  shall  be  forthwith  transmitted  by 
the  clerk  of  the  court  to  the  Secretary.  The  Secretary  thereupon  shall 
file  in  the  court  the  record  of  the  proceedings  on  which  he  based  his 
determination  as  provided  in  section  2112  of  title  28,  United  States 
Code. 

(4)  The  findings  of  fact  by  the  Secretary,  if  supported  by  substan- 
tial evidence,  shall  be  conclusive ;  but  the  court,  for  good  cause  shown, 
may  remand  the  case  to  the  Secretary  to  take  further  evidence,  and  the 
Secretary  may  thereupon  make  new  or  modified  findings  of  fact  and 
may  modify  his  previous  action,  and  shall  certify  to  the  court  the  tran- 
script and  record  of  the  further  proceedings.  Such  new  or  modified 
findings  of  fact  shall  likewise  be  conclusive  if  supported  by  substantial 
evidence. 

(5)  The  court  shall  have  jurisdiction  to  affirm  the  action  of  the 
Secretary  or  to  set  it  aside,  in  whole  or  in  part,  the  judgment  of  the 
court  shall  be  subject  to  review  by  the  Supreme  Court  of  the  United 
States  upon  certiorari  or  certification  as  provided  in  section  1254  of 
title  28,  United  States  Code. 

(b)  For  the  purposes  of  subsection  (a),  any  amendment  of  a  State 
plan  approved  under  title  I,  VI,  X,  XIV,  XVI,  [  XIX,  or  XX]  or 
XIX,  or  part  A  of  title  IV,  may,  at  the  option  of  the  State,  be  treated 
as  the  submission  of  a  new  State  plan. 

(c)  Action  pursuant  to  an  initial  determination  of  the  Secretary 
described  in  subsection  (a)  shall  not  be  stayed  pending  reconsidera- 
tion, but  in  the  event  that  the  Secretary  subsequently  determines  that 
his  initial  determination  was  incorrect  he  shall  certify  restitution 
forthwith  in  a  lump  sum  of  any  funds  incorrectly  withheld  or  other- 
wise denied. 

(d)  Whenever  the  Secretary  determines  that  any  item  or  class  of 
items  on  account  of  which  Federal  financial  participation  is  claimed 
under  title  I,  VI,  X,  XIV,  XVI,  [XIX,  XX]  or  XIX  or  part  A 
of  title  IV,  shall  be  disallowed  for  such  participation,  the  State  shall 
be  entitled  to  and  upon  request  shall  receive  a  reconsideration  of  the 
disallowance. 

Sec.  1117.  [Repealed.] 

Alternative  Federal  Payment  With  Respect  to  Public 
Assistance  Expenditures 

Sec.  1118.  In  the  case  of  any  State  which  has  in  effect  a  plan  ap- 
proved under  title  XIX  for  any  calendar  quarter,  the  total  of  the 
payments  to  which  such  State  is  entitled  for  such  quarter,  and  for  each 
succeeding  quarter  in  the  same  fiscal  year  (which  for  purposes  of  this 
section  means  the  4  calendar  quarters  ending  with  September  30), 
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under  paragraphs  (1)  and  (2)  of  sections  3(a),  403(a),  1003(a),  1403 
(a),  and  1603(a)  shall,  at  the  option  of  the  State,  be  determined 
by  application  of  the  Federal  medical  assistance  percentage  (as  de- 
fined by  section  1905,  instead  of  the  percentages  provided  under 
each  such  section,  to  the  expenditures  under  its  State  plans  approved 
under  titles  I,  X,  XIV,  and  XVI,  and  part  A  of  title  IV,  which  would 
be  included  in  determining  the  amounts  of  the  Federal  payments  to 
which  such  State  is  entitled  under  such  sections,  but  without  regard 
to  any  maximum  on  the  dollar  amounts  per  recipient  which  may  be 
counted  under  such  sections.  For  purposes  of  the  preceding  sentence, 
the  term  "Federal  medical  assistance  percentage"  shall,  in  the  case  of 
Puerto  Rico,  the  Virgin  Islands,  and  Guam,  mean  75  per  centum, 
and,  in  the  case  of  all  States,  such  percentage  shall  not  be  less  than 
50  per  centum. 

Disclosure  of  Ownership  and  Related  Information 

Sec.  1124.  (a)(1)  The  Secretary  shall  be  regulation  or  by  contract 
provision  provide  that  each  disclosing  entity  (as  defined  in  para- 
graph (2) )  shall — 

(A)  as  a  condition  of  the  disclosing  entity's  participation  in, 
or  certification  or  recertification  under,  any  of  the  programs 
established  by  titles  [V,]  XVIII,  [XIX,  and  XX]  and  XIX,  or 

(B)  as  a  condition  for  the  approval  or  renewal  of  a  contract  or 
agreement  between  the  disclosing  entity  and  the  Secretary  or  the 
appropriate  State  agency  under  any  of  the  programs  established 
under  title  [V,]  XVIII,  [XIX,  and  XX]  and  XIX, 

supply  the  Secretary  or  the  appropriate  State  agency  with  full  and 
complete  information  as  to  the  identity  of  each  person  with  an  owner- 
ship or  control  interest  (as  defined  in  paragraph  (3) )  in  the  entity  or 
in  any  subcontractor  (as  defined  by  the  Secretary  in  regulations)  in 
which  the  entity  directly  or  indirectly  has  a  5  per  centum  or  more 
ownership  interest. 

(2)  As  used  in  this  section,  the  term  "disclosing  entity"  means  an 
entity  which  is — 

(A)  a  provider  of  services  (as  defined  in  section  1861  (u),  other 
than  a  fund) ,  an  independent  clinical  laboratory,  a  renal  disease 
facility,  or  a  health  maintenance  organization  (as  defined  in  sec- 
tion 1301(a)  of  the  Public  Health  Service  Act)  ; 

(B)  an  entity  (other  than  an  individual  practitioner  or  group 
of  practitioners)  that  furnishes,  or  arranges  for  the  furnishing  of, 
items  or  services  with  respect  to  which  payment  may  be  claimed 
by  the  entity  under  any  plan  or  program  established  [pursuant  to 
title  V  or]  under  a  State  plan  approved  under  title  XI X ;  or  _ 

(C)  a  carrier  or  other  agency  or  organization  that  is  acting  as 
a  fiscal  intermediary  or  agent  with  respect  to  one  or  more  pro- 
viders of  services  (for  purposes  of  part  A  or  part  B  of  title 
XVIII,  or  both,  or  for  purposes  of  a  State  plan  approved  under 
title  XIX)  pursuant  to  (i)  an  agreement  under  section  1816,  (ii) 
a  contract  under  section  1842,  or  (iii)  an  agreement  with  a  single 
State  agency  administering  or  supervising  the  administration  of 
a  State  plan  approved  under  title  XIX[ ;  or]. 
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[(D)  an  entity  (other  than  an  individual  practitioner  or  group 
of  practitioners)  that  furnishes,  or  arranges  for  the  furnishing  of, 
health  related  services  with  respect  to  which  payment  may  be 
claimed  by  the  entity  under  a  State  plan  or  program  approved 
under  title  XX.] 

*  *  *  *  *  *  * 

Disclosure  by  Institutions,  Organizations,  and  Agencies  of  Own- 
ers and  Certain  Other  Individuals  Who  Have  Been  Convicted 
of  Certain  Offenses 

Sec.  1126.  (a)  As  a  condition  of  participation  in  or  certification 
or  recertification  under  the  programs  established  by  titles  XVIII, 
[XIX,  and  XX]  and  XIX,  any  hospital,  nursing  facility,  or  other 
institution,  organization,  or  agency  shall  be  required  to  disclose  to  the 
Secretary  or  to  the  appropriate  State  agency  the  name  of  any  person 
who — 

(1)  has  a  direct  or  indirect  ownership  or  control  interest  of  5 
percent  or  more  in  such  institution,  organization,  or  agency  or  is 
an  officer,  director,  agent,  or  managing  employee  (as  defined  in 
subsection  (b) )  of  such  institution,  organization,  or  agency,  and 

(2)  has  been  convicted  (on  or  after  the  date  of  the  enactment 
of  this  section,  or  within  such  period  prior  to  that  date  as  the  Sec- 
retary shall  specify  in  regulations)  of  a  criminal  offense  related 
to  the  involvement  of  such  person  in  any  of  such  programs. 
******* 

Exclusion  of  Certain  Individuals  Convicted  of  Medicare-  or 
Medicaid-Related  Crimes 

Sec.  1128.  (a)  Whenever  the  Secretary  determines  that  a  physician 
or  other  individual  has  been  convicted  (on  or  after  October  25,  1977, 
or  within  such  period  prior  to  that  date  as  the  Secretary  shall  specify 
in  regulations)  of  a  criminal  offense  related  to  such  individual's  par- 
ticipation in  the  delivery  of  medical  care  or  services  under  title  XVIII, 
XIX,  or  XX,  the  Secretary — 

(1)  shall  bar  from  participation  in  the  program  under  title 
XVIII,  for  such  period  as  he  may  deem  appropriate,  each  such 
individual  otherwise  eligible  to  participate  in  such  program ; 

(2)  (A)  shall  promptly  notify  each  appropriate  State  agency 
administering  or  supervising  the  administration  of  a  State  plan 
approved  under  title  XIX  [or  title  XX, J  of  the  fact  and  circum- 
stances of  such  determination,  and  (except  as  provided  in  sub- 
paragraph ( B ) )  require  each  such  agency  to  bar  such  individual 
from  participation  in  such  program  for  such  period  as  he  shall 
specify,  which  in  the  case  of  an  individual  specified  in  paragraph 
(1)  shall  be  the  period  established  pursuant  to  paragraph  (1) ; 

(B)  may  waive  the  requirement  under  subparagraph  (A)  to 
bar  an  individual  from  participation  in  a  State  plan  program 
under  title  XIX  [or  title  XX],  where  he  receives  and  approves  a 
request  for  such  a  waiver  with  respect  to  that  individual  from 
the  State  agency  administering  or  supervising  the  administration 
of  such  plan ;  and 
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Coordinated  Audits 

Sec.  1129.  (a)  If  an  entity  provides  services  reimbursable  on  a 
cost-related  basis  under  title  [V  or  ]  XIX,  as  well  as  services  reim- 
bursable on  such  a  basis  under  title  XVIII,  the  Secretary  shall  require, 
as  a  condition  for  payment  to  any  State  under  title  [V  or]  XIX  with 
respect  to  administrative  costs  incurred  in  the  performance  of  audits 
of  the  books,  accounts,  and  records  of  that  entity,  that  these  audits 
be  coordinated  through  common  audit  procedures  with  audits  per- 
formed with  respect  to  the  entity  for  purposes  of  title  XVIII.  The 
Secretary  shall  specify  by  regulation  such  methods  as  he  finds  fea- 
sible and  equitable  for  the  apportionment  of  the  cost  of  coordinated 
audits  between  the  program  established  under  title  [V  or]  XIX  and 
the  program  established  under  title  XVIII.  Where  the  Secretary  finds 
that  a  State  has  declined  to  participate  in  such  a  common  audit  with 
respect  to  title  [V  or  J  XIX,  he  shall  reduce  the  payments  otherwise 
due  such  State  under  such  title  by  an  amount  which  he  estimates  to  be 
in  excess  of  the  amount  that  would  have  been  apportioned  to  the  State 
under  the  title  (for  the  expenses  of  the  Sale  incurred  in  the  common 
audit)  if  it  had  participated  in  the  common  audit. 

(b)  (1)  In  the  case  of  entities  which  have  audits  coordinated  under 
subsection  (a),  the  Secretary  shall  establish  one  or  more  projects  to 
demonstrate  the  feasibility  of  creating  a  single  coordinated  appeal 
hearing  to  adjudicate  those  administrative  cost  items  which  are  de- 
termined under  such  a  coordinated  audit  and  which  such  entities  dis- 
pute and  appeal. 

(2)  In  the  case  of  a  demonstration  project  under  this  subsection, 
the  Secretary  may  waive  such  requirements  of  title  [V,  XVIII,  or] 
XVIII  or  XIX  as  would  prevent  carrying  out  the  project  or  would 
require  duplicative  activity  or  otherwise  create  unnecessary  admin- 
istrative burdens  in  carrying  out  the  project. 

(3)  The  Secretary  shall  report  to  Congress  not  later  than  Decem- 
ber 31,  1982,  with  respect  to  demonstration  projects  conducted  under 
this  subsection,  including  the  reaction  of  the  entities  involved  and 
estimates  of  any  savings  effected  through  reduction  of  duplication  of 
appeal  hearings,  and  shall  include  in  such  report  recommendations 
for  such  legislation  as  the  Secretary  deems  appropriate  to  insure  the 
maximum  feasible  coordination  of  such  appeal  hearings. 

(4)  The  Secretary  shall  also  provide  for  the  review  of  the  feasibility 
of  establishing  a  single  coordinated  process  for  the  collection  of  over- 
payments established  in  a  coordinated  audit  under  subsection  (a).  The 
Secretary  shall  report  to  Congress  not  later  than  December  31,  1981, 
on  such  review  and  on  such  recommendations  for  changes  in  legisla- 
tion as  the  Secretary  deems  appropriate. 

PAYMENTS  TO  PROMOTE  CLOSING  AND  CONVERSION  OF 
UNDERUTILIZED  FACILITIES 

Sec.  1130.  (a)(1)(A)  Before  the  end  of  the  third  full  month 
following  the  month  in  which  this  section  is  enacted,  the  Secretary 
shall  establish  a  Hospital  Transitional  Allowance  Board  (hereinafter 
in  this  section  referred  to  as  the  "Board").  The  Board  shall  have  five 
members,  appointed  by  the  Secretary  without  regard  to  the  provisions 
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of  title  5,  United  States  Code,  governing  appointments  in  the  competi- 
tive service,  who  are  knowledgeable  with  respect  to  hospital  planning 
and  hospital  operations. 

(B)  Members  of  the  Board  shall  be  appointed  for  three-year  ter-ms, 
except  some  initial  members  shall  be  appointed  for  shorter  terms  to  j 
permit  staggered  terms  of  office. 

(C)  Members  of  the  Board  shall  be  entitled  to  per  diem  compensa- ! 
tion  at  rates  fixed  by  the  Secretary,  but  not  more  than  the  curr-ent  per 
diem  equivalent  at  the  time  the  service  involved  is  rendered  for  grade 
GS-18  under  section  5332  of  title  5,  United  States  Code. 

(D)  The  Secretary  shall  provide  such  technical,  secretarial,  clerical, 
and  other  assistance  as  the  Board  may  need. 

(2)  The  Board  shall  receive  and  act  upon  applications  by  hospitals, 
certified  for  participation  {other  than  as  u  emergency  hospitals") 
under  titles  XVIII  and  XIX,  for  transitional  allowances. 

(b)  For  purposes  of  this  section — 

(1)  The  term  'transitional  allowance'  means  an  amount 
which — 

(A)  shall,  solely  by  reason  of  this  section,  be  included  in 
a  hospitaVs  reasonable  cost  for  purposes  of  calculating  pay- 
ments under  the  programs  authorized  by  titles  V,  XVIII,  and 
XIX  of  this  Act;  and 

(B)  in  accordance  with  this  section,  is  established  by  the 
Secretary  for  a  hospital  in  recognition  of  a  reimbursement 
detriment  (as  defined  in  paragraph  (3) )  experienced  because 
of  a  qualified  facility  conversion  (as  defined  in  paragraph 

<*))• 

(2)  The  term  "qualified  facility  conversion"  means  closing, 
modifying,  or  changing  the  usage  of  an  underutilized  hospital  fa- 
cility which  is  expected  to  benefit  the  programs  authorized  under 
titles  V,  XVIII,  and  XIX  by  (A)  eliminating  excess  bed  ca- 
'pacity,  (B)  discontinuing  an  underutilized  service  for  which 
there  are  adequate  alternative  sources,  or  (C)  substituting  for  the 
underutilized  service  some  other  service  which  is  needed  in  the 
area  and  which  is  consistent  with  the  findings  of  an  appropriate 
health  planning  agency. 

(3)  A  hospital  which  has  carried  out  a  qualified  facility  conver- 
sion and  which  continues  in  operation  will  be  regarded  as  having 
experienced  a  u reimbursement  detriment" — 

(A)  to  the  extent  that,  solely  because  of  the  conversion, 
there  is  a  reduction  in  that  portion  of  the  hospitaVs  costs  at- 
tributable to  capital  assets  which  are  taken  into  account  in 
determining  reasonable  cost  for  purposes  of  determining 
amount  of  payment  to  the  hospital  under  title  V,  title  XVIII, 
or  a  State  plan  approved  under  title  XIX ; 

(B)  if  the  conversion  results,  on  an  interim  basis,  in  in- 
creased operating  costs,  to  the  extent  that  operating  costs  ex- 
ceed amounts  ordinarily  reimbursable  under  title  V,  title 
XVIII,  and  the  State  plan  approved  under  title  XIX;  or 

(C)  in  the  case  of  complete  closure  of  a  private  nonprofit 
hospital,  or  local  governmental  hospital^  other  than  for  re- 
placement of  the  hospital,  to  the  extent  of  actual  debt  obliga- 
tions previously  recognized  as  reasonable  for  reimbursement, 
where  the  debt  remains  outstanding,  less  any  salvage  value. 
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(c)  (1)  Any  hospital  may  file  an  application  with  the  Board  (in 
such  form  and  including  such  data  and  information  as  the  Board,  with 
the  approval  of  the  /Secretary,  may  require)  for  a  transitional  allow- 
ance with  respect  to  any  qualified  conversion  which  is  formally  ini- 
tiated after  September  30, 1981.  The  Board,  with  the  approval  of  the 
Secretary,  may  also  establish  procedures,  consistent  with  this  section, 
by  means  of  which  a  finding  of  a  reimbursement  detriment  may  be 
made  prior  to  the  actual  conversion. 

(2)  The  Board  shall  consider  any  application  filed  by  a  hospital, 
and  if  the  Board  finds  that — 

(A)  the  facility  conversion  is  a  qualified  facility  conversion, 
and 

(B)  the  hospital  is  experiencing  or  will  experience  a  reimburse- 
ment detriment  because  it  carried  out  the  qualified  facility  conver- 
sion, 

the  Board  shall  transmit  to  the  Secretary  its  recommendation  that  the 
Secretary  establish  a  transitional  allowance  for  the  hospital  in 
amounts  reasonably  related  to  prior  or  prospective  use  of  the  facility 
under  titles  V  and  XVIII  and  the  State  plan  approved  under  title 
XIX,  for  a  period,  not  to  exceed  twenty  years  as  specified  by  the 
Board,  and,  if  the  Board  finds  that  the  criteria  in  subparagraphs  (A) 
and  (B)  are  not  met,  it  shall  advise  the  Secretary  not  to  establish  a 
transitional  allowance  for  that  hospital.  For  an  approved  closure  un- 
der subsection  (b)  (3)  (C)  the  Board  may  recommend  or  the  Secretary 
may  approve,  a  lump-sum  payment  in  lieu  of  periodic  allowances, 
where  such  payment  would  constitute  a  more  efficient  and  economic 
alternative. 

(3)  (A)  The  Board  shall  notify  a  hospital  of  its  findings  and 
recommendations. 

(B)  A  hospital  dissatisfied  with  a  recommendation  may  obtain  an 
informal  or  formal  hearing,  at  the  discretion  of  the  Secretary  by  filing 
(in  the  form  and  within  a  time  period  established  by  the  Secretary) 
a  request  for  a  hearing. 

(4>)  (A)  Within  thirty  days  after  receiving  a  recommendation  from 
the  Board  respecting  a  transitional  allowance  or,  if  later,  within 
thirty  days  after  a  hearing,  the  Secretary  shall  make  a  final  determi- 
nation whether,  and  if  so  in  what  amount  and  for  what  period  of  time, 
a  transitional  allowance  will  be  granted  to  a  hospital.  A  final  determi- 
nation of  the  Secretary  shall  not  be  subject  to  judicial  review. 

(B)  The  Secretary  shall  notify  a  hospital  and  any  other  appropri- 
ate parties  of  the  determination. 

(C)  Any  transitional  allowance  shall  take  effect  on  a  date  prescribed 
by  the  Secretary,  but  not  earlier  than  the  date  of  completion  of  the 
qualified  facility  conversion.  A  transitional  allowance  shall  be  in- 
cluded as  an  allowable  cost  item  in  determining  the  reasonable  cost 
incurred  by  the  hospital  in  providing  services  for  which  payment  is 
authorized  under  this  Act,  except  that  the  transitional  allowance  shall 
not  be  considered  in  applying  limits  to  costs  recognized  as  reasonable 
pursuant  to  the  third  sentence  of  section  1861  (v)  (1)  of  this  Act,  or 
in  determining  whether  the  reasonable  cost  exceeds  the  customary 
charges  for  a  service  for  purposes  of  determining  the  amount  to  be 
paid  to  a  provider  pursuant  to  sections  1814(b)  and  1833(a)  (2)  of 
this  Act. 
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(d)  In  determining  the  reasonable  cost  incurred  by  a  hospital  with 
respect  to  which  payment  is  authorized  under  a  State  plan  approved 
under  title  V  or  title  XIX,  any  transitional  allowance  shall  be  in- 
cluded as  an  allowable  cost  item. 

(e)  (1)  The  Secretary  is  authorized  to  establish  transitional  allow- 
ances only  as  provided  in  paragraphs  {2)  and  (3) . 

{2)  Prior  to  January  1,  1984,  the  Secretary  is  authorized  to  estab- 
lish a  transitional  allowance  for  not  more  than  fifty  hospitals. 

(3)  On  and  after  January  2, 1984,  the  Secretar-y  is  authorized  to  es- 
tablish a  transitional  allowance  for  any  hospital  which  qualifies  for 
such  an  allowance  under  the  provisions  of  this  section. 

(4)  On  or  before  January  i,  1983,  the  Secretary  shall  report  to  the 
Congress  evaluating  the  effectiveness  of  the  program  established  un- 
der this  section  including  appropriate  recommendations. 

9  *  *  *  *  *  * 

Period  Within  Which  Certain  Claims  Must  Be  Filed 

Sec.  1132.  (a)  Notwithstanding  any  other  provision  of  this  Act 
(but  subject  to  subsection  (b)),  any  claim  by  a  State  for  payment 
with  respect  to  an  expenditure  made  during  any  calendar  quarter  by 
the  State — 

(1)  in  carrying  out  a  State  plan  approved  under  title  I,  IV, 
[V,J  X,  XIV,  XVI,  XIX,  or  XX  of  this  Act,  or 

(2)  under  any  other  provision  of  this  Act  which  provides 
(on  an  entitlement  basis)  for  Federal  financial  participation  in 
expenditures  made  under  State  plans  or  programs, 

shall  be  filed  (in  such  form  and  manner  as  the  Secretary  shall  by 
regulations  prescribe)  within  the  two-year  period  which  begins  on  the 
first  day  of  the  calendar  quarter  immediately  following  such  calendar 
quarter ;  and  payment  shall  not  be  made  under  this  Act  on  account  of 
any  such  expenditure  if  claim  therefor  is  not  made  within  such  two- 
year  period ;  except  that  this  subsection  shall  not  be  applied  so  as  to 
deny  payment  with  respect  to  any  expenditure  involving  court-ordered 
retroactive  payments  or  audit  exceptions,  or  adjustments  to  prior  year 
costs. 

*  *  #  *  *  *  * 

Nonprofit  Hospital  Philanthropy 

Sec.  1134.  For  purposes  of  determining,  under  titles  [V,  XVIIIJ 
XV III  and  XIX  of  this  Act,  the  reasonable  costs  of  services  provided 
by  nonprofit  hospitals,  the  following  items  shall  not  be  deducted  from 
the  operating  costs  of  such  hospitals : 

(1)  A  grant,  gift,  or  endowment,  or  income  therefrom,  which 
is  to  or  for  such  a  hospital  and  which  has  not  been  designated 
by  the  donor  for  paying  any  specific  operating  costs. 

(2)  A  grant  or  similar  payment  which  is  to  such  a  hospital 
which  was  made  by  a  government  entity,  and  which  is  not  avail- 
able under  the  terms  of  the  grant  or  payment  for  use  as  operating 
funds. 

(3)  Those  types  of  donor  designated  grants  and  gifts  (includ- 
ing grants  and  similar  payments  which  are  made  by  a  govern- 
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mental  entity),  and  income  therefrom,  which  the  Secretary  de- 
termines, in  the  best  interests  of  needed  health  care,  should  be 
encouraged. 

(4)  The  proceeds  from  the  sale  or  mortgage  of  any  real  estate 
or  other  capital  asset  of  such  a  hospital,  which  real  estate  or 
asset  the  hospital  acquired  through  gift  or  grant,  if  such  proceeds 
are  not  available  for  use  as  operating  funds  under  the  terms  of  the 
gift  or  grant. 

Paragraph  (4)  shall  not  apply  to  the  recovery  of  the  appropriate 
share  of  depreciation  when  gains  or  losses  are  realized  from  the  dis- 
posal of  depreciable  assets. 

Part  B— . Professional  Standards  Review 

******* 

Trial  Period  for  Professional  Standards  Review  Organizations 
Sec.  1154.  (a)  *  *  * 

(b)  During  any  such  trial  period  (which  may  not  exceed  48 
months  except  as  provided  in  subsection  (c)),  the  Secretary  may  re- 
quire a  Professional  Standard  Review  Organization  to  perform,  in 
addition  to  review  of  health  care  services)  (other  than  ancillary,  am- 
bulatory care,  and  long-term  care  services)  provided  by  or  in  hospitals 
[and  to  review  of  alcohol  detoxification  facility  services],  only  such  of 
the  duties  and  functions  as  he  requires  the  organization  to  perform 
under  subsection  (f )  (2)  or  subsection  (f )  (4)  and  which  the  organiza- 
tion is  capable  of  performing.  The  number  and  type  of  such  duties 
shall,  during  the  trial  period,  be  progressively  increased  as  the  organi- 
zation becomes  capable  of  added  responsibility  so  that,  by  the  end  of 
such  period,  such  organization  shall  be  considered  a  qualified  organiza- 
tion only  if  the  Secretary  finds  that  it  is  substantially  carrying  out  in 
a  satisfactory  manner  the  activities  and  functions  required  of  that 
Professional  Standards  Review  Organization  under  this  part  with 
respect  to  the  review  of  health  care  services  provided  by  or  in  institu- 
tions (including  ancillary  services)  and,  in  addition,  review  of  such 
other  health  care  services  as  the  Secretary  may  require.  Any  of  such 
duties  and  functions  not  performed  by  such  organization  during  such 
period  shall  be  performed  in  the  manner  and  to  the  extent  otherwise 
provided  for  under  law. 

*  *  *  *  *  *  * 

Duties  and  Functions  of  Professional  Standards  Review 

Organizations 

Sec.  1155.  (a)  *  *  * 

[(i)  Any  Professional  Standards  Review  Organization  which  has 
assumed  responsibility  under  this  section  for  review  of  inpatient  hos- 
pital services  in  an  area  shall  also  assume  responsibility  in  such  area 
for  review  of  detoxification  facility  services.] 
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Requirement  of  Review  Approval  as  Condition  of  Payment  of 

Claims 

Sec.  1158.  (a)  Except  as  provided  for  in  [subsections  (d)  and  (e)] 

subsection  (d)  of  this  section  and  in  sections  1159,  1861  (v)  (1)  (G), 
and  1902(h),  no  Federal  funds  appropriated  under  any  title  of  this  j 
Act  (other  than  title  V),  for  the  provision  of  health  care  services  or 
items  shall  be  used  (directly  or  indirectly)  for  the  payment,  under  such 
title  or  any  program  established  pursuant  thereto,  of  any  claim  for  the 
provision  of  such  services  or  items,  unless  the  Secretary,  pursuant  to 
regulation  determines  that  the  claimant  is  without  fault  if — 

(1)  the  provision  of  such  services  or  items  is  subject  to  review 
under  this  part  by  any  Professional  Standards  Review  Organiza- 
tion, or  other  agency ;  and 

(2)  such  organization  or  other  agency  has,  in  the  proper  exer- 
cise of  its  duties  and  functions  under  or  consistent  with  the  pur- 
poses of  this  part,  disapproved  of  the  services  or  items  giving 
rise  to  such  claim,  and  has  notified  the  practitioner  or  provider 
who  provided  or  proposed  to  provide  such  services  or  items  and 
the  individual  who  would  receive  or  was  proposed  to  receive  such 
services  or  items  of  its  disapproval  of  the  provision  of  such  serv- 
ices or  items. 

[(e)  Subsection  (a)  of  this  section  shall  not  apply  to  a  determina- 
tion by  a  Professional  Standards  Review  Organization  under  section 
1155  (a)  (1)  (C)  that  detoxification  services  provided  or  proposed  to  be 
provided  in  a  hospital  on  an  inpatient  basis  could  be  more  economically 
provided  in  a  detoxification  facility.] 

******* 

Annual  Reports 

Sec.  1172.  The  Secretary  shall  submit  to  the  Congress  not  later 
than  April  1, 1978,  and  not  later  than  April  1  of  each  year  thereafter, 
a  full  and  complete  report  on  the  administration,  impact,  and  cost  of 
the  program  under  this  part  during  the  preceding  fiscal  year,  includ- 
ing data  and  information  on — 

(4)  the  total  costs  incurred  under  titles  [V,  XI,  XVIII,  and 
XIX  of  this  Act  in  the  implementation  and  operation  of  all  pro- 
cedures required  by  such  titles  for  the  review  of  services  to  deter- 
mine their  medical  necessity,  appropriateness  of  use,  and  quality ; 
*.  .  *  *  $  *  .  *  * 

TITLE  XII— ADVANCES  TO  STATE  UNEMPLOYMENT 

FUNDS 

Advance  to  State  Unemployment  Funds 

Section  1201.  (a)  (1)  Advances  shall  be  made  to  the  States  from 
the  Federal  unemployment  account  in  the  reemployment  Trust  Fund 
as  provided  in  this  section,  and  shall  be  repayable[,  without  interest,] 
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in  the  manner  provided  in  sections  901(d)  (1),  903(b)  (2),  and  1202. 
An  advance  to  a  State  for  the  payment  of  compensation  in  any  3-month 
period  may  be  made  if — 

(A)  the  Governor  of  the  State  applies  therefor  no  earlier  than 
the  first  day  of  the  month  preceding  the  first  month  of  such 
3 -month  period,  and 

(B)  he  furnishes  to  the  Secretary  of  Labor  his  estimate  of  the 
amount  of  an  advance  which  will  be  required  by  the  State  for 
the  payment  of  compensation  in  each  month  of  such  3-month 
period. 

(2)  In  the  case  of  any  application  for  an  advance  under  this  sec- 
tion to  any  State  for  any  3-month  period,  the  Secretary  of  Labor 
shall — 

(A)  determine  the  amount  (if  any)  which  he  finds  will  be 
required  by  such  State  for  the  payment  of  compensation  in  each 
month  of  such  3-month  period,  and 

(B)  certify  to  the  Secretary  of  the  Treasury  the  amount  (not 
greater  than  the  amount  estimated  by  the  Governor  of  the  State) 
determined  under  subparagraph  (A). 

The  aggregate  of  the  amounts  certified  by  the  Secretary  of  Labor 
with  respect  to  any  3 -month  period  shall  not  exceed  the  amount 
which  the  Secretary  of  the  Treasury  reports  to  the  Secretary  of  Labor 
is  available  in  the  Federal  unemployment  account  for  advances  with 
respect  to  each  month  of  such  3-month  period. 

(3)  For  purposes  of  this  subsection — 

(A)  an  application  for  an  advance  shall  be  made  on  such  forms, 
and  shall  contain  such  information  and  data  (fiscal  and  other- 
wise) concerning  the  operation  and  administration  of  the  State 
unemployment  compensation  law,  as  the  Secretary  of  Labor 
deems  necessary  or  relevant  to  the  performance  of  his  duties 
under  this  title, 

(B)  the  amount  required  by  any  State  for  the  payment  of 
compensation  in  any  month  shall  be  determined  with  due  allow- 
ance for  contingencies  and  taking  into  account  all  other  amounts 
that  will  be  available  in  the  State's  unemployment  fund  for  thf* 
payment  of  compensation  in  such  month,  and 

(C)  the  term  "compensation"  means  cash  benefits  payable  to 
individuals  with  respect  to  their  unemployment,  exclusive  of  ex- 
penses of  administration. 

(b)  The  Secretary  of  the  Treasury  shall,  prior  to  audit  or  settle- 
ment by  the  General  Accounting  Office,  transfer  in  monthly  install- 
ments from  the  Federal  unemployment  account  to  the  account  of  the 
State  in  the  Unemployment  Trust  Fund  the  amount  certified  under 
subsection  (a)  by  the  Secretary  of  Labor  (but  not  exceeding  that 
portion  of  the  balance  in  the  Federal  unemployment  account  at  the 
time  of  the  transfer  which  is  not  restricted  as  to  use  pursuant  to 
section  903  (b)(1)).  The  amount  of  any  monthly  installment  so  trans- 
ferred shall  not  exceed  the  amount  estimated  by  the  State  to  be 
required  for  the  payment  of  compensation  for  the  month  with  respect 
to  which  such  installment  is  made. 
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Repayment  by  States  of  Advances  to  State  Unemployment  Funds 

Sec.  1202.  (a)  The  Governor  of  any  State  may  at  any  time  request 
that  funds  be  transferred  from  the  account  of  such  State  to  the  Fed- 
eral unemployment  account  in  repayment  of  part  or  all  of  that  balance 
of  advances,  made  to  such  State  under  section  1201,  specified  in  the 
request.  The  Secretary  of  Labor  shall  certify  to  the  Secretary  of  the 
Treasury  the  amount  and  balance  specified  in  the  request;  and  the 
Secretary  of  the  Treasury  shall  promptly  transfer  such  amount  in 
reduction  of  such  balance. 

(b)  (1)  Any  advance  made  to  a  State  under  section  1201  shall  be 
repaid  at  a  rate  of  interest  equal  to  10  percent,  compounded  quarterly; 
except  that  such  interest  shall  be  waived  if — 

(A)  such  advance  is  fully  repaid  from  the  State's  unemploy- 
ment fund  before  the  end  of  the  Federal  fiscal  year  in  which  it 
was  made;  and 

(B)  the  Secretary  of  Labor  certifies  on  September  1  of  the  fiscal 
year  in  which  such  advance  is  made  that  such  State's  unemploy- 
ment fund  has  reserves  and  income  which  are  adequate  to  meet 
the  needs  of  such  State  far  payment  of  compensation  during  the 
6-month  period  beginning  on  October  1  of  the  Federal  fiscal  year 
following  the  fiscal  year  in  which  such  advance  is  made. 

(2)  Interest  required  by  reason  of  paragraph  (1)  may  not  be  paid, 
directly  or  indirectly,  by  a  State  from  amounts  in  its  unemployment 
fund.  If  the  Secretary  of  Labor  determines  that  any  State  action  re- 
sults in  the  paying  of  such  interest  directly  or  indirectly  (by  an  equiv- 
alent reduction  in  State  unemployment  taxes  or  otherwise)  from  such 
unemployment  fund,  the  Secretary  of  Labor  shall  not  certify  such 
State's  unemployment  compensation  law  under  section  330 Ip  of  the  In- 
ternal Revenue  Code  of  1954-  Such  noncertification  shall  be  made  in 
accordance  with  section  3304(c)  of  such  Code. 

(3)  (A)  Except  as  provided  under  subparagraphs  (B)  and  (C),  in- 
terest required  by  reason  of  paragraph  (1)  shall  be  paid  on  a  quarterly 
basis  as  the  Secretary  of  the  Treasury  determines  it  to  be  due  and  shall 
be  paid  so  as  to  be  received  prior  to  the  last  day  of  the  quarter  for 
which  it  is  due.  Such  interest  shall  be  paid  as  a  repayment  to  an  off- 
setting receipt  account  established  within  the  Treasury. 

(B)  For  the  fiscal  year  in  which  an  advance  is  made,  any  interest 
required  by  reason  of  paragraph  (1)  shall  be  paid  so  as  to  be  received 
prior  to  the  last  day  of  such  fiscal  year. 

(C)  Interest  required  by  reason  of  paragraph  (1)  on  an  advance 
made  prior  to  October  1,  1981,  shall  be  paid  at  such  time  after  Octo- 
ber 1,  1981,  as  the  Secretary  of  the  Treasury  determines  to  be  appro- 
priate. 

(c)  (1)  For  purposes  of  determining  whether  an  advance  is  fully 
repaid  within  the  fiscal  year  in  which  it  was  made,  as  determined  for 
purposes  of  subsection  (b)(1)(A),  repayments  of  such  advances  shall 
be  applied  first  to  the  balance  of  such  advances  made  in  the  same  fiscal 
year  as  such  repayment. 
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(2)  Except  as  otherwise  provided  in  paragraph  (/),  notwithstand- 
ing any  other  provision  of  this  title  or  title  IX,  for  purposes  of  deter- 
mining unpaid  loan  principal,  any  repayments  of  advances  under  this 
title,  including  reductions  in  such  advances  by  reason  of  credit  reduc- 
tions under  section  3302  of  the  Internal  Revenue  Code  of  195i,  shall  be 
applied  so  as  to  reduce  the  balance  of  such  advances  which  has  been 
longest  outstanding. 

*  *  *  *  *  *  * 

TITLE  XIV — GRANTS  TO  STATES  FOR  AID  TO  THE 
PERMANENTLY  AND  TOTALLY  DISABLED 

Appropriation 

Section  1401.  For  the  purpose  of  enabling  each  State  to  furnish 
financial  assistance,  as  far  as  practicable  under  the  conditions  in  such 
State,  to  needy  individuals  eighteen  years  of  age  and  older  who  are 
permanently  and  totally  disabled  [and  of  encouraging  each  State,  as 
far  as  practicable  under  such  conditions,  to  furnish  rehabilitation 
and  other  services  to  help  such  individuals  attain  or  retain  capability 
for  self-support  or  self -care],  there  is  hereby  authorized  to  be  appro- 
priated for  each  fiscal  year  a  sum  sufficient  to  carry  out  the  purposes 
of  this  title.  The  sums  made  available  under  this  section  shall  be  used 
for  making  payments  to  States  which  have  submitted,  and  had  ap- 
proved by  the  Secretary  of  Health,  Education,  and  Welfare,  State 
plans  for  aid  to  the  permanently  and  totally  disabled. 

******* 

Payments  to  States 

Sec.  1403.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 
of  the  Treasury  shall  pay  to  each  State  which  has  an  approved  plan 
for  aid  to  the  permanently  and  totally  disabled,  for  each  quarter,  be- 
ginning with  the  quarter  commencing  October  1,  1958 — 

******* 

[(3)  in  the  case  of  any  State  whose  State  plan  approved  under 
section  1402  meets  the  requirements  of  subsection  (c)(1),  an 
amount  equal  to  the  sum  of  the  following  proportions  of  the  total 
amounts  expended  during  such  quarter  as  found  necessary  by  the 
Secretary  of  Health,  Education,  and  Welfare  for  the  proper  and 
efficient  administration  of  the  State  plan — 

[(A)  75  per  centum  of  so  much  of  such  expenditures  as 
are  for — 

£(i)  services  which  are  prescribed  pursuant  to  sub- 
section (c)  (1)  and  are  provided  (in  accordance  with  the 
next  sentence)  to  applicants  for  or  recipients  of  aid  to 
the  permanently  and  totally  disabled  to  help  them  attain 
or  retain  capability  of  self-support  or  self -care,  or 

[(ii)  other  services,  specified  by  the  Secretary  as  likely 
to  prevent  or  reduce  dependency,  so  provided  to  such 
applicants  or  recipients,  or 

[(iii)  any  of  the  services  prescribed  pursuant  to  sub- 
section (c)  (1),  and  of  the  services  specified  as  provided 
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in  clause  (ii) ,  Which  the  Secretary  may  specify  as  appro- 
priate for  individuals  who,  within  such  period  or  (periods 
as  the  Secretary  may  prescribe,  have  been  or  are  likely  to 
become  applicants  for  or  recipients  of  aid  to  the  perma- 
nently and  totally  disabled,  if  such  services  are  re- 
quested by  such  individuals  and  are  provided  to  such 
individuals  in  accordance  with  the  next  sentence,  or 

[(iv)  the  training  (including  both  short-  and  long- 
term  training  at  educational  institutions  through  grants 
to  such  institutions  or  by  direct  financial  assistance  to 
students  enrolled  in  such  institutions)  of  personnel  em- 
ployed or  preparing  for  employment  by  the  State  agency 
or  by  the  local  agency  administering  the  plan  in  the 
political  subdivision ;  plus 
[(B)   one-half  of  so  much  of  such  expenditures  (not  in- 
cluded under  subparagraph  ( A) )  as  are  for  services  pro- 
vided (in  accordance  with  the  next  sentence)  to  applicants 
for  or  recipients  of  aid  to  the  permanently  and  totally  dis- 
abled, and  to  individuals  requesting  such  services  who 
within  such  period  or  periods  as  the  Secretary  may  prescribe) 
have  been  or  are  likely  to  become  applicants  for  or  recipients 
of  such  aid ;  plus 
[(C)  one-half  of  the  remainder  of  such  expenditures. 
The  services  referred  to  in  subparagraphs  (A)  and  (B)  shall, 
except  to  the  extent  specified  by  the  Secretary,  include  only — 
[(D)  services  provided  by  the  staff  of  the  State  agency,  or 
of  the  local  agency  administering  the  State  plan  in  the  politi- 
cal subdivision:  Provided,  That  no  funds  authorized  under 
this  title  shall  be  available  for  services  defined  as  vocational 
rehabilitation  services  under  the  Vocational  Rehabilitation 
Act  (i)  which  are  available  to  individuals  in  need  of  them 
under  programs  for  their  rehabilitation  carried  on  under  a 
State  plan  approved  under  such  Act,  or  (ii)  which  the  State 
agency  or  agencies  administering  or  supervising  the  adminis- 
tration of  the  State  plan  approved  under  such  Act  are  able 
and  willing  to  provide  if  reimbursed  for  the  cost  thereof  pur- 
suant to  agreement  under  subparagraph  (E),  if  provided  by 
such  staff,  and 

[(E)  Under  conditions  which  shall  be  prescribed  by  the 
Secretary,  services  which  in  the  judgment  of  the  State  agency 
cannot  be  as  economically  or  as  effectively  provided  by  the 
staff  of  such  State  or  local  agency  and  are  not  otherwise 
reasonably  available  to  individuals  in  need  of  them,  and 
which  are  provided,  pursuant  to  agreement  with  the  State 
agency,  by  the  State  health  authority  or  the  State  agency  or 
agencies  administering  or  supervising  the  administration  of 
the  State  plan  for  vocational  rehabilitation  services  approved 
under  the  Vocational  Rehabilitation  Act  or  by  any  other  State 
agency  which  the  Secretary  may  determine  to  be  appropriate 
(whether  provided  by  its  staff  or  by  contract  with  public 
(local)  or  nonprofit  private  agencies)  ; 
except  that  services  described  in  clause  (ii)  of  subpargraph  (D) 
hereof  may  be  provided  only  pursuant  to  agreement  with  such 
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State  agency  or  agencies  administering  or  supervising  the  admin- 
istration of  the  State  plan  for  vocational  rehabilitation  services 
so  approved.  The  portion  of  the  amount  expended  for  administra- 
tion of  the  State  plan  to  which  subparagraph  (A)  applies  and  the 
portion  thereof  to  which  subparagraphs  (B)  and  (€)  apply  shall 
be  determined  in  accordance  with  such  methods  and  procedures 
as  may  be  permitted  by  the  Secretary ;  and] 

{3)  in  the  case  of  any  State,  an  amount  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during  such 
quarter  as  found  necessary  by  the  Secretary  of  Health  and  Human 
Services  for  the  proper  and  efficient  administration  of  the  State 
plan — 

(A)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for  the  training  {including  both  short-  and  long-term  train- 
ing at  educational  institutions  through  grants  to  such  institu- 
tions or  by  direct  financial  assistance  to  students  enrolled  in 
such  institutions)  of  personnel  employed  or  preparing  for 
employment  by  the  State  agency  or  by  the  local  agency  ad- 
ministering the  plan  in  the  political  subdivisions /  plus 

(B)  one-half  of  the  remainder  of  such  expenditures. 
[(4)  in  the  case  of  any  State  whose  State  plan  approved  under 

section  1402  does  not  meet  the  requirements  of  subsection  (c)  (1), 
an  amount  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  found  necessary  by  the  Secretary  for  the 
proper  and  efficient  administration  of  the  State  plan,  including 
services  referred  to  in  paragraph  (3)  and  provided  in  accordance 
with  the  provisions  of  such  paragraph.] 
[(c)  (1)  In  order  for  a  State  to  qualify  for  payments  under  para- 
graph (3)  of  subsection  (a),  its  State  plan  approved  under  section 
1402  must  provide  that  the  State  agency  shall  make  available  to  appli- 
cants for  or  recipients  of  aid  to  the  permanently  and  totally  disabled 
at  least  those  services  to  help  them  attain  or  retain  capability  for  self- 
support  or  self -care  which  are  prescribed  by  the  Secretary. 

[(2)  In  the  case  of  any  State  whose  State  plan  included  a  provision 
meeting  the  requirements  of  paragraph  (1) ,  but  with  respect  to  which 
the  Secretary  finds,  after  reasonable  notice  and  opportunity  for  hear- 
ing to  the  State  agency  administering  or  supervising  the  administra- 
tion of  such  plan,  that — 

[(A)  the  provision  has  been  so  changed  that  it  no  longer  com- 
plies with  the  requirements  of  paragraph  (1),  or 

[(B)  in  the  administration  of  the  plan  there  is  a  failure  to  com- 
ply substantially  with  such  provision, 
the  Secretary  shall  notify  such  State  agency  that  further  payments 
will  not  be  made  to  the  State  under  paragraph  (3)  of  subsection  (a) 
until  he  is  satisfied  that  there  will  no  longer  be  any  such  failure  to 
comply.  Until  the  Secretary  is  so  satisfied  further  payments  with 
respect  to  the  administration  of  such  State  plan  shall  not  be  made 
under  paragraph  (3)  of  subsection  (a)  but  shall  instead  be  made, 
subject  to  the  other  provisions  of  this  title,  under  paragraph  (4)  of 
such  subsection.] 
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TITLE  XVI— GRANTS  TO  STATES  FOR  AID  TO  THE  AGED, 
BLIND,  OR  DISABLED,  OR  FOR  SUCH  AID  AND  MEDI- 
CAL ASSISTANCE  FOR  THE  AGED 

Appropriation 

Section  1601.  For  the  purpose  (a)  of  enabling  each  State,  as  far  as 
practicable  under  the  conditions  in  such  State,  to  furnish  financial 
assistance  to  needy  individuals  who  are  65  years  of  age  or  over,  are 
blind,  or  are  18  years  of  age  or  over  and  permanently  and  totally 
disabled,  and  (b)  of  enabling  each  State,  as  far  as  practicable  under 
the  conditions  in  such  State,  to  furnish  medical  assistance  on  behalf  of 
individuals  who  are  65  years  of  age  or  over  and  who  are  not  recipients 
of  aid  to  the  aged,  blind,  or  disabled  but  whose  income  and  resources 
are  insufficient  to  meet  the  costs  of  necessary  medical  services,  [and  (c) 
of  encouraging  each  State,  as  far  as  practicable  under  the  conditions 
in  such  State,  to  furnish  rehabilitation  and  other  services  to  help 
individuals  referred  to  in  clause  (a)  or  (b)  to  attain  or  retain  capa- 
bility for  self-support  or  self -care,]  there  is  hereby  authorized  to  be 
appropriated  for  each  fiscal  year  a  sum  sufficient  to  carry  out  the  pur- 
poses of  this  title.  The  sums  made  available  under  this  section  shall 
be  used  for  making  payments  to  States  which  have  submitted,  and 
had  approved  by  the  Secretary  of  Health,  Education,  and  Welfare, 
State  plans  for  aid  to  the  aged,  blind,  or  disabled,  or  for  aid  to  the 
aged,  blind,  or  disabled  and  medical  assistance  for  the  aged. 

*  *  *  *  *  *  * 

Payments  to  States 

Sec.  1603.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 
shall  pay  to  each  State  which  has  a  plan  approved  under  this  title,  for 
each  quarter,  beginning  with  the  quarter  commencing  October  1, 
1962— 

(2)  in  the  case  of  Puerto  Rico,  the  Virgin  Islands,  and  Guam, 
an  amount  equal  to — 

(A)  one-half  of  the  total  of  the  sums  expended  during  such 
quarter  as  aid  to  the  aged,  blind,  or  disabled  under  the  State 
plan  (including  expenditures  for  premiums  under  part  B  of 
title  XVIII  for  individuals  who  are  recipients  of  money  pay- 
ments under  such  plan  and  other  insurance  premiums  for 
medical  or  any  other  type  of  remedial  care  or  the  cost  there- 
of) ,  not  counting  so  much  of  any  expenditure  with  respect  to 
any  month  as  exceeds  $37.50  multiplied  by  the  total  number 
of  recipients  of  aid  to  the  aged,  blind,  or  disabled  for  such 
month;  plus 

(B)  the  larger  of  the  following  amounts:  (i)  one-half  of 
the  amount  by  which  such  expenditures  exceed  the  maximum 
which  may  be  counted  under  clause  (A),  not  counting  so 
much  of  any  expenditure  with  respect  to  any  month  as  ex- 
ceeds (I)  the  product  of  $45  multiplied  by  the  total  number 
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of  such  recipients  of  aid  to  the  aged,  blind,  or  disabled  for 
such  month,  or  (II)  if  smaller,  the  total  expended  as  aid  to 
the  aged,  blind,  or  disabled  in  the  form  of  medical  or  any 
other  type  of  remedial  care  with  respect  to  such  month  plus 
the  product  of  $37.50  multiplied  by  the  total  number  of  such 
recipients,  or  (ii)  15  per  centum  of  the  total  of  the  sums  ex- 
pended during  such  quarter  as  aid  to  the  aged,  blind,  or  dis- 
abled under  the  State  plan  in  the  form  of  medical  or  any 
other  type  of  remedial  care,  not  counting  so  much  of  any  ex- 
penditure with  respect  to  any  month  as  exceeds  the  product 
of  $7.50  multipled  by  the  total  number  of  such  recipients  of 
aid  to  the  aged,  blind,  or  disabled  for  such  month;  and 
(3)  in  the  case  of  any  State,  an  amount  equal  to  the  Federal 
medical  percentage  (as  defined  in  section  61(c)  of  the  total 
amounts  expended  during  such  quarter  as  medical  assistance  for 
the  aged  under  the  State  plan  (including  expenditures  for  in- 
surance premiums  for  medical  or  any  other  type  of  remedial  care 
or  the  cost  thereof)  ;  and 

[(4)  in  the  case  of  any  State  whose  State  plan  approved  under 
section  1602  meets  the  requirements  of  subsection  (c)(1),  an 
amount  equal  to  the  sum  of  the  following  proportions  of  the  total 
amounts  expended  during  such  quarter  as  found  necessary  by  the 
Secretary  of  Health,  Education,  and  Welfare  for  the  proper  and 
efficient  administration  of  the  State  plan — 

[  ( A)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for — 

[(i)  services  which  are  prescribed  pursuant  to  subsec- 
tion (c)  (1)  and  are  provided  (in  accordance  with  the 
next  sentence)  to  applicants  for  or  recipients  of  aid  or 
assistance  under  the  plan  to  help  them  attain  or  retain 
capability  for  self -support  or  self -care,  or 

[(ii)  other  services,  specified  by  the  Secretary  as  likely 
to  prevent  or  reduce  dependency,  so  provided  to  such 
applicants  or  recipients,  or 

[(iii)  any  of  the  services  prescribed  pursuant  to  sub- 
section (c)  (1),  and  of  the  services  specified  as  provided 
in  clause  (ii),  which  the  Secretary  may  specify  as  ap- 
propriate for  individuals  who,  within  such  period  or  pe- 
riods as  the  Secretary  may  prescribe,  have  been  or  are 
likely  to  become  applicants  for  or  recipients  of  aid  or 
assistance  under  the  plan  if  such  services  are  requested 
by  such  individuals  and  are  provided  to  such  individuals 
in  accordance  with  the  next  sentence,  or 

[(iv)  the  training  (including  both  short-  and  long- 
term  training  at  educational  institutions  through  grants 
to  such  institutions  or  by  direct  financial  assistance  to 
students  enrolled  in  such  institutions)  of  personnel  em- 
ployed or  preparing  for  employment  by  the  State  agency 
or  by  the  local  agency  administering  the  plan  in  the 
political  subdivisions;  plus 
[(B)  one-half  of  so  much  of  such  expenditures  (not  in- 
cluded under  subparagraph  (A) )  as  are  for  services  pro- 
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vided  (in  accordance  with  the  next  sentence)  to  applicants 
for  or  recipients  of  aid  or  assistance  under  the  plan,  and  to 
individuals  requesting  such  services  who  (within  such  pe- 
riod or  periods  as  the  Secretary  may  prescribe)  have  been  or 
are  likely  to  become  applicants  for  or  recipients  of  such  aid 
or  assistance ; 

[(C)  one-half  of  the  remainder  of  such  expenditures.  The 
services  referred  to  in  subparagraphs  (A)  and  (B)  shall, 
except  to  the  extent  specified  by  the  Secretary,  include  only — 

[(D)  services  provided  by  the  staff  of  the  State  agency,  or 
of  the  local  agency  administering  the  State  plan  in  the  polit- 
ical subdivision:  Provided,  That  no  funds  authorized  under 
this  title  shall  be  available  for  services  defined  as  vocational 
rehabilitation  services  under  the  Vocational  Rehabilitation 
Act  (i)  which  are  available  to  individuals  in  need  of  them 
under  programs  for  their  rehabilitation  carried  on  under  a 
State  plan  approved  under  such  Act,  or  (ii)  which  the  State 
agency  or  agencies  administering  or  supervising  the  adminis- 
tration of  the  State  plan  approved  under  such  Act  are  able 
and  willing  to  provide  if  reimbursed  for  the  cost  thereof  pur- 
suant to  agreement  under  subparagraph  (E),  if  provided  by 
such  Staff,  and 

[(E)  under  conditions  which  shall  be  prescribed  by  the 
Secretary,  services  which  in  the  judgment  of  the  State  agency 
cannot  be  as  economically  or  as  effectively  provided  by  the 
staff  of  such  State  or  local  agency  and  are  not  otherwise 
reasonably  available  to  individuals  in  need  of  them,  and 
which  are  provided,  pursuant  to  agreement  with  the  State 
agency,  by  the  State  health  authority  or  the  State  agency  or 
agencies  administering  or  supervising  the  administration  of 
the  State  plan  for  vocational  rehabilitation  services  approved 
under  the  Vocational  Rehabilitation  Act  or  by  any  other  State 
agency  which  the  Secretary  may  determine  to  be  appropriate 
(whether  provided  by  its  staff  or  by  contract  with  public 
(local)  or  nonprofit  private  agencies)  ; 
except  that  services  described  in  clause  (ii)  of  subparagraph  (D) 
hereof  may  be  provided  only  pursuant  to  agreement  with  such 
State  agency  or  agencies  administering  or  supervising  the  admin- 
istration of  the  State  plan  for  vocational  rehabilitation  services 
so  approved.  The  portion  of  the  amount  expended  for  administra- 
tion of  the  State  plan  to  which  subparagraph  (A)  applies  and  the 
portion  thereof  to  which  subparagraphs  (B)  and  (C)  apply  shall 
be  determined  in  accordance  with  such  methods  and  procedures  as 
may  be  permitted  by  the  Secretary ;  and] 

(4)  in  the  case  of  any  State,  an  amount  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during  such 
quarter  as  found  necessary  by  the  Secretary  of  Health  and  Human 
Services  for  the  proper  and  efficient  administration  of  the  State 
plan — 

(A)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for  the  training  {including  both  short-  and  long-term  train- 
ing  at  educational  institutions  through  grants  to  such  institu- 


714 


Hons  or  by  direct  financial  assistance  to  students  enrolled  in 
such  institutions)  of  personnel  employed  or  preparing  for 
employment  by  the  State  agency  or  by  the  local  agency  ad- 
ministering the  plan  in  the  political  subdivision;  plus 
(B)  one-half  of  the  remainder  of  such  expenditures. 
[(5)  in  the  case  of  any  State  whose  State  plan  approved  under 
section  1602  does  not  meet  the  requirements  of  subsection  (c)  (1) , 
an  amount  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  found  necessary  by  the  Secretary  for  the 
proper  and  efficient  administration  of  the  State  plan,  including 
services  referred  to  in  paragraph  (4)  and  provided  in  accordance 
with  the  provisions  of  such  paragraph.  J 

******* 

[(c)  (1)  In  order  for  a  State  to  qualify  for  payments  under  para- 
graph (4)  of  subsection  (a),  its  State  plan  approved  under  section 
1602  must  provide  that  the  State  agency  shall  make  available  to 
applicants  for  or  recipients  of  aid  to  the  aged,  blind,  or  disabled  under 
such  State  plan  at  least  those  services  to  help  them  attain  or  retain 
capability  for  self-support  or  self -care  which  are  prescribed  by  the 
Secretary. 

[(2)  In  the  case  of  any  State  whose  State  plan  included  a  provision 
meeting  the  requirements  of  paragraph  (1),  but  with  respect  to 
which  the  Secretary  finds,  after  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency,  administering  or  supervising  the 
administration  of  such  plan,  thatr— 

[(A)  the  provision  has  been  so  changed  that  it  no  longer 

complies  with  the  requirements  of  paragraph  (1 ) ,  or 

[(B)  in  the  administration  of  the  plan  there  is  a  failure  to 

comply  substantially  with  such  provision, 
the  Secretary  shall  notify  such  State  agency  that  further  payments 
will  not  be  made  to  the  State  under  paragraph  (4)  of  subsection  (a) 
until  he  is  satisfied  that  there  will  no  longer  be  any  such  failure  to 
comply.  Until  the  Secretary  is  so  satisfied  further  payments  with  re- 
spect to  the  administration  of  such  State  plan  shall  not  be  made  under 
paragraph  (4)  of  subsection  (a)  but  shall  instead  be  made,  subject 
to  the  other  provisions  of  this  title,  under  paragraph  (5)  of  such 
subsection.] 

*  *  *  *  *  *  * 

TITLE  XVI— SUPPLEMENTAL  SECURITY  INCOME  FOR 
THE  AGED,  BLIND,  AND  DISABLED 

******* 
Part  A — Determination  of  Benefits 
Eligibility  for  and  Amount  of  Benefits 

Sec.  1611.  *  *  * 

Period  for  Determination  of  Benefits 

[(c)  (1)  An  individual's  eligibility  for  benefits  under  this  title  and 
the  amount  of  such  benefits  shall  be  determined  for  each  quarter  of  a 
calendar  year  except  that,  if  the  initial  application  for  benefits  is  filed 
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in  the  second  or  third  month  of  a  calendar  quarter,  such  determina- 
tions shall  be  made  for  each  month  in  such  quarter.  Eligibility  for  and 
the  amount  of  such  benefits  for  any  quarter  shall  be  redetermined  at 
such  time  or  times  as  may  be  provided  by  the  Secretary. 

[(2)  For  purposes  of  this  subsection  an  application  shall  be  con- 
sidered to  be  effective  as  of  the  first  day  of  the  month  in  which  it  was 
actually  filed.] 

(c)(1)  An  individuaVs  eligibility  for  a  benefit  under  this  title  for 
a  rrironth  shall  be  determined  on  the  basis  of  the  individuaVs  (and  eli- 
gible spouse if  any)  income,  resources,  and  other  relevant  charac- 
teristics in  such  month,  and,  except  as  provided  in  paragraph  (2) ,  the 
amount  of  such  benefit  shall  be  determined  for  such  month  on  the  basis 
of  income  and  other  characteristics  in  the  first  or,  if  the  Secretary  so 
dete?mines,  second  month  preceding  such  month.  Eligibility  for  and 
the  amount  of  such  benefits  shall  be  redetermined  at  such  time  or  times 
as  may  be  provided  by  the  Secretary. 

(2)  The  amount  of  such  benefit  f  or  the  month  in  which  application 
for  such  benefits  is  filed  or,  if  the  Secretary  so  determines,  for  such 
month  and  the  following  month,  and  for  any  month  following  a  month 
of  ineligibility  for  such  benefits  (or,  if  the  Secretary  so  determines, 
such  month  and  the  following  month)  shall  be  determined  on  the  basis 
of  the  individuaVs  (and  eligible  spouse's,  if  any)  income  and  other 
relevant  circumstances  in  such  month. 

(3)  For  purposes  of  this  subsection,  an  application  shall  be  effective 
as  of  the  first  day  of  the  month  in  which  it  is  filed. 

(4)  The  Secretary  may  waive  the  limitations  specified  in  subpara- 
graphs (A)  and  (B)  of  subsection  (e)(1)  on  an  individual' s \  eligibil- 
ity and  benefit  amount  for  a  month  ( to  the  extent  either  such  limita- 
tion is  applicable  by  reason  of  such  individuaVs  presence  throughout 
such  month  in  a  hospital,  extended  care  facility,  nursing  home,  or  in- 
termediate care  facility)  if  such  waiver  would  promote  the  individuaVs 
removal  from  such  institution  or  facility.  Upon  waiver  of  such  limita- 
tions, the  Secretary  shall  apply,  to  the  month  preceding  the  month  of 
removal,  or,  if  the  Secretary  so  determines,  the  two  months  preceding 
the  month  of  removal,  the  benefit  rate  that  is  appropriate  to  such  in- 
dividuaVs living  arrangement  subsequent  to  his  removal  from  such 
institution  or  facility. 

#  *  #  *  *  *  * 

Income 

Sec.  1612.  *  *  * 

Exclusions  From  Income 

(b)  In  determining  the  income  of  an  individual  (and  his  eligible 
spouse)  there  shall  be  excluded — 

******* 

(3)  (A)  the  total  unearned  income  of  such  individual  (and  such 
spouse,  if  any)  in  a  [calendar  quarter]  month  which,  as  deter- 
mined in  accordance  with  criteria  prescribed  by  the  Secretary,  is 
received  too  infrequently  or  irregularly  to  be  included,  if  such 
income  so  received  does  not  exceed  [$60]  $20  in  such  [quarter] 
month,  and  (B)  the  total  earned  income  of  such  individual  (and 
such  spouse,  if  any)  in  a  [calendar  quarter]  month  which,  as  de- 
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termined  in  accordance  with  such  criteria,  is  received  too  infre- 
quently or  irregularly  to  be  included,  if  such  income  so  received 
docs  not  exceed  [$30j  $10  in  such  [quarter]  rrhorUk- 
******* 

Rehabilitation  Services  for  Blind  and  Disabled  Individuals 

Sec.  1615.  (a)  In  the  case  of  any  blind  or  disabled  individual  who — 

(1)  has  attained  age  16  hut  has  not  attained  age  65,  and 

(2)  is  receiving  benefits  (or  with  respect  to  whom  benefits  are 
paid)  under  I  bis  title, 

the  Secretary  shall  make  provision  for  referral  of  such  individual  to 
the  appropriate  State  agency  administering  the  State  plan  for  voca- 
tional rehabilitation  services  approved  tinder  the  Vocational  Rehabili- 
tation Act,  [or,  in  the  case  of  any  such  individual  who  lias  not  attained 
age  L6,  to  the  appropriate  State  agency  administering  the  State  plan 

under  subsection  (b)  of  this  section,]  arid  (except  in  such  cases  as  he 
may  determine)  for-  a  review  not  less  often  than  quarterly  of  such  indi- 
vidual's blindness  or  disability  and  his  need  for  and  utilization  of  the 
services  made  available  to  him  under  such  plan. 

[(b)(1)  The  Secretary  shall  by  regulation  prescribe  criteria  for 
approval  of  State  plans  for — 

[(A)  assuring  appropriate  counseling  for  disabled  children 
referred  pursuant  to  subsection  (a)  and  their  families, 

[(!>)  establishment  of  individual  service  plans  for  such  dis- 
abled children,  and  prompt  referral  to  appropriate  medical,  edu- 
cational, and  social  services, 

[ (C)  monitoring  to  assure  adherence  to  such  service  plans,  and 
[(D)  provision  for  such  disabled  children  who  are  6  years  of 
age  and  under-,  or  who  have  never-  attended  public  school  and 

require  preparation  to  take  advantage  of  public  educational  serv- 
ices, of  medical,  social,  developmental,  and  rehabilitative  services, 
in  cases  where  such  services  reasonably  promise  to  enhance  the 
child's  ability  to  benefit  from  subsequent  education  or  training, 
or  otherwise  to  enhance  his  opportunities  for  self-sufficiency  or 
sel  £ -support  as  an  adult. 
[(2)  Sucli  crit  eria  shall  include — 
[  ( A )  ad  m  i  n  i  strati  on — 

[(i)  by  the  agency  administering  the  State  plan  for 
crippled  children's  services  under-  title  V  of  this  Act,  or 
[(ii)  by  another  agency  which  administers  programs  pro- 
viding services  to  disabled  children  and  which  the  Governor 
of  the  State  concerned  has  determined  is  capable  of  adminis- 
tering the  State  plan  described  in  the  first  sentence  of  this 
subsection  in  a  more  efficient  arid  effective  manner  than  the 
agency  described  in  clause  (\)   (with  the  reasons  for  such 
determination  being  set  forth  in  the  State  plan  described  in 
the  first  sentence  of  this  subsection)  ; 
[(B)  coordination  with  other  agencies  serving  disabled  chil- 
dren :  and 

[(C)  establishment  of  an  identifiable  unit  within  such  agency 
which  shall  be  responsible  for  carrying  out  the  plan.] 
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[(c)  Every  individual  age  16  or  over  with  respect  to  who  the  Secre- 
tary is  required  to  make  provision  for  referral  under  subsection  (a) 
shall  accept  such  services  as  are  made  available  to  him  under  the  State 
plan  for  vocational  and  rehabilitation  services  approved  under  the 
Vocational  Rehabilitation  Act;  and  no  such  individual  shall  be  an 
eligible  individual  or  eligible  spouse  for  purposes  of  this  title  if  he 
refuses  without  good  cause  to  accept  services  for  which  he  is  referred 
under  subsection  (a). 

[(d)  The  Secretary  is  authorized  to  pay  to  the  State  agency  adminis- 
tering or  supervising  the  administration  of  a  State  plan  for  vocational 
rehabilitation  services  approved  under  the  Vocational  Rehabilitation 
Act  the  costs  incurred  under  such  plan  in  the  provision  of  rehabilita- 
tion services  to  individuals  referred  for  such  services  pursuant  to  sub- 
section (a). 

[(e)  (1)  The  Secretary  shall,  subject  to  the  limitations  imposed  by 
paragraphs  (2)  and  (3),  pay  to  the  State  agency  administering  a 
State  plan  of  a  State  under  subsection  (b)  of  this  section,  the  costs 
incurred  each  fiscal  year  which  begins  after  September  30,  1976,  and 
ends  prior  to  October  1.  1982.  in  carrying  out  the  State  plan  approved 
pursuant  to  such  subsection  (b). 

[(2)  (A)  Of  the  funds  paid  by  the  Secretary  with  respect  to  costs, 
incurred  in  any  State,  to  which  paragraph  (1)  applies,  not  more  than 
10  per  centum  thereof  shall  be  paid  with  respect  to  costs  incurred  with 
respect  to  activities  described  in  subsection  (b)  (1)  (A) ,  (B) ,  and  (C) . 

[(B)  Whenever  there  are  provided  pursuant  to  this  section  to  any 
child  services  of  a  type  which  is  appropriate  for  children  who  are  not 
blind  or  disabled,  there  shall  be  disregarded  for  purposes  of  com- 
puting any  payment  with  respect  thereto  under  this  subsection,  so 
much  of  the  costs  of  such  services  as  would  have  been  incurred  if  the 
child  involved  had  not  been  blind  or  disabled. 

[(C)  The  total  amount  payable  under  this  subsection  for  any  fiscal 
year,  with  respect  to  services  provided  in  any  State,  shall  be  reduced 
by  the  amount  by  which  the  sum  of  the  public  funds  expended  (as 
determined  by  the  Secretary)  from  non-Federal  sources  for  services 
of  the  type  involved  for  such  fiscal  year  is  less  than  the  sum  of  such 
funds  expended  from  such  sources  for  services  of  such  type  for  the 
fiscal  year  ending  June  30, 1976. 

[  (3)  No  payment  under  this  subsection  with  respect  to  costs  incurred 
in  providing  services  in  any  State  for  any  fiscal  year  shall  exceed  an 
amount  which  bears  the  same  ratio  to  $30,000,000  as  the  under  age  7 
population  of  such  State  (and  for  purposes  of  this  section  the  District 
of  Columbia  shall  be  regarded  as  a  State)  bears  to  the  under  age  7 
population  of  the  fifty  States  and  the  District  of  Columbia.  The  Sec- 
retary shall  promulgate  the  limitation  applicable  to  each  State  for 
each  fiscal  year  under  this  paragraph  on  the  basis  of  the  most  recent 
satisfactory  data  available  from  the  Department  of  Commerce  not 
later  than  90  nor  earlier  than  270  days  before  the  beginning  of  such 
year.] 

Optional  State  Supplementation 
Sec.  1616.  *  *  * 

(e)  (1)  Each  State  shall  establish  or  designate  one  or  more  State 
or  local  authorities  which  shall  establish,  maintain,  and  insure  the 
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enforcement  of  standards  for  any  category  of  institutions,  foster 
homes,  or  group  living  arrangements  in  which  (as  determined  by  the 
State)  a  significant  number  of  recipients  of  supplemental  security 
income  benefits  is  residing  or  is  likely  to  reside.  Such  standards  shall 
be  appropriate  to  the  needs  of  such  recipients  and  the  character  of  the 
facilities  involved,  and  shall  govern  such  matters  as  admission  poli- 
cies, safety,  sanitation,  and  protection  of  civil  rights. 

(2)  Each  State  shall  annually  make  available  for  public  review  [, 
as  a  part  of  the  services  program  planning  procedures  established 
pursuant  to  section  2004  of  this  Act  J  a  summary  of  the  standards 
established  pursuant  to  paragraph  (1),  and  shall  make  available  to 
any  interested  individual  a  copy  of  such  standards,  along  with  the  pro- 
cedures available  in  the  State  to  insure  the  enforcement  of  such  stand- 
ards and  a  list  of  any  waivers  of  such  standards  and  any  violations  of 
such  standards  which  have  come  to  the  attention  of  the  authority  re- 
sponsible for  their  enforcement. 

******* 

Benefits  for  Individuals  Who  Perform  Substantial  Gainful 
Activity  Despite  Severe  Medical  Impairment 

Sec.  1619.  (a)  Any  individual  who  is  an  eligible  individual  (or 
eligible  spouse)  by  reason  of  being  under  a  disability  and  was  eligi- 
ble to  receive  benefits  under  section  1611(b)  or  under  this  section  for 
the  month  preceding  the  month  for  which  eligibility  for  benefits  under 
this  section  is  now  being  determined,  and  who  would  otherwise  be 
denied  benefits  by  reason  of  section  1611(e)  (4)  or  ceases  to  be  an  eli- 
gible individual  (or  eligible  spouse)  because  his  earnings  have  demon- 
strated a  capacity  to  engage  in  substantial  gainful  activity,  shall  nev- 
ertheless qualify  for  a  monthly  benefit  equal  to  an  amount  determined 
under  section  1611(b)  (1)  (or,  in  the  case  of  an  individual  who  has  an 
eligible  spouse,  under  section  1611(b)(2)),  and  for  purposes  of  [titles 
XIX  and  XX]  title  XIX  of  this  Act  shall  be  considered  a  disabled 
individual  receiving  supplemental  security  income  benefits  under  this 
title,  for  so  long  as  the  Secretary  determines  that — 

( 1 )  such  individual  continues  to  have  the  disabling  physical  or 
mental  impairment  on  the  basis  of  which  such  individual  was 
found  to  be  under  a  disability,  and  continues  to  meet  all  non-dis- 
ability-related requirements  for  eligibility  for  benefits  under  this 
title;  and 

(2)  the  income  of  such  individual,  other  than  income  excluded 
pursuant  to  section  1612(b),  is  not  equal  to  or  in  excess  of  the 
amount  which  would  cause  him  to  be  ineligible  for  payments  under 
section  1611  (b)  (if  he  were  otherwise  eligible  for  such  payments) . 

(b)  For  purposes  of  [titles  XIX  and  XX]  title  XIX,  any  individ- 
ual under  age  65  who,  for  the  month  preceding  the  first  month  in  the 
period  to  which  this  subsection  applies,  received — 

(i)  a  payment  of  supplemental  security  income  benefits  under 
section  1611  (b)  on  the  basis  of  blindness  or  disability, 

(ii)  a  supplementary  payment  under  section  1616  of  this  Act 
or  under  section  212  of  Public  Law  93-66  on  such  basis, 

(iii)  a  payment  of  monthly  benefits  under  subsection  (a),  or 
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(iv)  a  supplementary  payment  under  section  1616(c)  (3), 
shall  be  considered  to  be  a  blind  or  disabled  individual  receiving  sup- 
plemental security  income  benefits  for  so  long  as  the  Secretary  deter- 
mines under  regulations  that — 

(1)  such  individual  continues  to  be  blind  or  continues  to  have 
the  disabling  physical  or  mental  impairment  on  the  basis  of  which 
he  was  found  to  be  under  a  disability  and,  except  for  his  earnings, 
continues  to  meet  all  non-disability-related  requirements  for  eligi- 
bility for  benefits  under  this  title ; 

(2)  the  income  of  such  individual  would  not,  except  for  his 
earnings,  be  equal  to  or  in  excess  of  the  amount  which  would 
cause  him  to  be  ineligible  for  payments  under  section  1611(b)  (if 
he  were  otherwise  eligible  for  such  payments) ; 

(3)  the  termination  of  eligibility  for  benefits  under  title  XIX 
[or  XX]  would  seriously  inhibit  his  ability  to  continue  his  em- 
ployment; and 

(4)  such  individual's  earnings  are  not  sufficient  to  allow  him 
to  provide  for  himself  a  reasonable  equivalent  of  the  benefits 
under  this  title  and  [titles  XIX  and  XX]  title  XIX  which  would 
be  available  to  him  in  the  absence  of  such  earnings. 

Medical  and  Social  Services  for  Certain  Handicapped 

Persons 

Sec.  1620.  *  *  * 

(c)  In  order  to  participate  in  the  pilot  program  and  be  eligible  to 
receive  payments  for  any  period  under  subsection  (d) ,  a  State  (during 
such  period)  must  have  a  plan,  approved  by  the  Secretary  as  meeting 
the  requirements  of  this  section,  which  provides  medical  and  social 
services  for  severely  handicapped  individuals  whose  earnings  are 
above  the  level  which  ordinarily  demonstrates  an  ability  to  engage 
in  substantial  gainful  activity  and  who  are  not  receiving  benefits  under 
section  1611  or  1619  or  assistance  under  a  State  plan  approved  under 
section  1902,  and  which — 

(1)  declares  the  intent  of  the  State  to  participate  in  the  pilot 
program ; 

(2)  designates  an  appropriate  State  agency  to  administer  or 
supervise  the  administration  of  the  program  in  the  State; 

(3)  describes  the  criteria  to  be  applied  by  the  State  in  deter- 
mining the  eligibility  of  any  individual  for  assistance  under  the 
plan  and  in  any  event  requires  a  determination  by  the  State 
agency  to  the  effect  that  (A)  such  individual's  ability  to  continue 
hig  employment  would  be  significantly  inhibited  without  such 
assistance  and  (B)  such  individual's  earnings  are  not  sufficient  to 
allow  him  to  provide  for  himself  a  reasonable  equivalent  of  the 
cash  and  other  benefits  that  would  be  available  to  him  under  this 
title  and  titles  XIX  and  XX  in  the  absence  of  those  earnings ; 

(4)  describes  the  process  by  which  the  eligibility  of  individuals 
for  such  assistance  is  to  be  determined  (and  such  process  may 
not  involve  the  performance  of  functions  by  any  State  agency  or 
entity  which  is  engaged  in  making  determinations  of  disability 
for  purposes  of  disability  insurance  or  supplemental  security  in- 
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come  benefits'  except  when  the  use  of  a  different  agency  or  entity 
to  perform  those  functions  would  not  be  feasible) ; 

(5)  describes  the  medical  and  social  services  to  be  provided  un- 
der the  plan ; 

(6)  describes  the  manner  in  which  the  medical  and  social  serv- 
ices involved  are  to  be  provided  and,  if  they  are  not  to  be  provided 
through  the  State's  medical  assistance  and  social  services  pro- 
grams under  titles  XIX  and  XX  (with  the  Federal  payments 
being  made  under  subsection  (d)  of  this  section  rather  than  under 
those  titles),  specifies  the  particular  mechanisms  and  procedures 
to  be  used  in  providing  such  services ;  and 

(7)  contains  such  other  provisions  as  the  Secretary  may  find 
to  be  necessary  or  appropriate  to  meet  the  requirements  of  this 
section  or  otherwise  carry  out  its  purpose. 

[The  plan  under  this  section  may  be  developed  and  submitted  as  a 
separate  State  plan,  or  may  be  submitted  in  the  form  of  an  amend- 
ment to  the  State's  plan  under  section  2003  (d)  (1) .] 

*  *  *  *  *  *  * 

BENEFITS  FOR  INDIVIDUALS  FORMERLY  RECEIVING 
MINIMUM  BENEFITS  UNDER  TITLE  II 

Sec.  1622.  (a)  Any 'individual who — 

(1)  is  60  years  of  age  or  older  but  has  not  attained  the  age 

of  65; 

(2)  would  be  an  eligible  individual  or  eligible  spouse  under 
section  1611  if  such  individual  were  65  years  of  age; 

(3)  is  not  otherwise  eligible  for  a  benefit  under  section  1611; 

(4)  for  the  month  of  July  1981  was  entitled  to  a  monthly  bene- 
fit under  title  II  of  this  Act  for  which  he  made  application  prior 
to  August  1,  1981,  as  determined  without  regard  to  any  deduc- 
tions on  account  of  work  required  by  section  203,  which  entitle- 
ment amount  (as  so  determined)  was  reduced  for  any  month  by 
reason  of  the  amendments  made  by  section  02  of  the  Omnibus 
Reconciliation  Act  of  1981  (relating  to  the  elimination  of  the 
minimum  benefit) ;  and 

(5)  is  not  entitled  under  title  II  to  a  monthly  benefit,  as  deter- 
mined without  regard  to  any  deductions  on  account  of  work  re- 
quired by  section  203,  in  an  amount  equal  to  or  greater  than  such 
entitlement  amount  (as  so  determined)  for  July  1981; 

shall  be  eligible  for  a  benefit  for  each  month  in  which  he  meets  the 
requirements  of  this  subsection  in  an  amount  determined  under  sub- 
section (b)  or  (c). 

(b)  The  amount  of  the  monthly  benefit  payable  under  subsection 
(a)  shall  be  the  amount  of  the  monthly  benefit  which  would  otherwise 
be  payable  to  such  individual  under  this  title  if  he  were  65  years  of 
age;  except  that — 

(1)  the  amount  of  such  monthly  benefit  shall  not  exceed — 

(A)  in  the  case  of  an  individual  described  in  subsection 
(a)  who  does  not  have  an  eligible  spouse,  an  amount  equal 
to  the  amount  by  which  such  individuals  monthly  benefit 
entitlement  under  title  II  for  such  month  as  determined  with- 
out regard  to  any  deductions  on  account  of  ivork  required 
by  section  203,  is  less  than  the  amount  of  such  indivtduaVs 
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monthly  benefit  entitlement  under  title  II  for  July  1981  (as 
so  determined);  or 

(B)  in  the  case  of  an  individual  and  his  spouse,  both  of 
whom  are  individuals  described  in  subsection  (a),  an  amount 
equal  to  the  amount  by  lohich  the  combined  amount  of  their 
monthly  benefit  entitlements  under  title  II  of  such  month 
(as  so  determined) ,  is  less  than  the  combined  amount  of  their 
monthly  benefit  entitlements  under  title  II  for  July  1981  (as 
so  determined); 

(2)  the  benefit  amount  shall  be  determined  on  the  basis  of  the 
dollar  amounts  applicable  under  this  title  for  July  1981  (with- 
out regard  to  cost-of-living  adjustments  made  after  July  1981 
under  section  1617)  in  the  case  of  any  individuals  described  in 
paragraph  (1) ;  and 

(3)  in  the  case  of  an  individual  described  in  subsection  (a)  who 
has  a  spouse  eligible  for  benefits  under  this  title,  other  than  by 
reason  of  this  section,  the  amount  of  such  monthly  benefit  for  such 
individual  (described  in  subsection  (a))  shall  be  determined  under 
subsection  (c),  and  the  amount  of  the  monthly  benefit  for  such 
spouse  shall  be  determined  in  the  same  manner  as  for  an  individual 
who  does  not  have  an  eligible  spouse. 

(c)  The  amount  of  the  monthly  benefit  for  an  individual  described  in 
subsection  (b)  (3)  shall  be  an  amount  equal  to  the  amount  by  which — 

(1)  the  monthly  benefit  amount  for  which  such  individual  and 
his  spouse  would  be  eligible  for  such  month  under  this  title  if  both 
he  and  his  spouse  were  65  years  of  age,  determined  on  the  basis  of 
the  dollar  amounts  applicable  under  this  title  for  July  1981  (with- 
out regard  to  cost-of-living  adjustments  made  after  July  1981 
under  section  1617) ;  exceeds 

(2)  the  monthly  benefit  amount  under  this  title  for  which  his 
spouse  is  eligible  for-  such  month; 

except  that  the  amount  of  such  monthly  benefit  shall  not  exceed  the 
amount  by  ivhich  such  individual' 's  monthly  benefit  entitlement  under 
title  II  for  such  month,  as  determined  tvithout  regard  to  deductions  on 
account  of  work  under  section  203,  is  less  than  his  monthly  benefit  en- 
titlement under  title  II  (as  so  determined)  for  July  1981. 

(d)  An  individual  who  is  entitled  to  a  benefit  under  this  section  shall 
not  be  considered  to  be  an  individual  receiving  supplemental  security 
income  benefits  under  this  title  for  purposes  of  section  1616  of  this  title 
or  of  any  provision  of  law  other  than  this  title. 

******* 

TITLE  XVIII— HEALTH  INSURANCE  FOR  THE  AGED 

AND  DISABLED 

******* 

Scope  of  Benefits 

Sec.  1812.  (a)  The  benefits  provided  to  an  individual  by  the  insur- 
ance program  under  this  part  shall  consist  of  entitlement  to  have  pay- 
ment made  on  his  behalf  or,  in  the  case  of  payments  referred  to  in 
section  1814(d)  (2)  to  him  (subject  to  the  provisions  of  this  part) 
for — 


722 


(1)  inpatient  hospital  services  for  up  to  150  days  during  any 
spell  of  illness  minus  one  day  for  each  day  of  inpatient  hospital 
services  in  excess  of  90  received  during  any  preceding  spell  of  ill- 
ness (if  such  individual  was  entitled  to  have  payment  for  such 
services  made  under  this  part  unless  he  specifies  in  accordance 
with  regulations  of  the  Secretary  that  he  does  not  desire  to  have 
such  payment  made)  ; 

(2)  post-hospital  extended  care  services  for  up  to  100  days 
during  any  spell  of  illness ;  and 

(3 )  home  health  services  [ ;  and]. 

[(4)  alcohol  detoxification  facility  services.] 
******* 

Conditions  of  and  Limitations  on  Payment  for  Services 

Requirement  of  Requests  and  Certifications 

Sec.  1814.  (a)  *  *  * 

(2)  physician  certifies  (and  recertifies,  where  such  services  are 
furnished  over  a  period  of  time,  in  such  cases,  with  such  fre- 
quency, and  accompanied  by  such  supporting  material,  appro- 
priate to  the  case  involved,  as  may  be  provided  by  regulations, 
except  that  the  first  of  such  recertifications  shall  be  required  in 
each  case  of  inpatient  hospital  services  not  later  than  the  20th 
day  of  such  period)  that — 

*  *  *  *  *  *  * 

(D)  in  the  case  of  home  health  services,  such  services  are 
or  were  required  because  the  individual  is  or  was  confined  to 
his  home  (except  when  receiving  items  and  services  referred 
to  in  section  1861  (m)  (7))  and  needed  skilled  nursing  care 
on  an  intermittent  basis,  or  physical  [,  occupational,]  or 
speech  therapy;  a  plan  for  furnishing  such  services  to  such 
individual  has  been  established  and  is  periodically  reviewed 
by  a  physician;  and  such  services  are  or  were  furnished 
while  the  individual  was  under  the  care  of  a  physician;  or 

(E)  in  the  case  of  inpatient  hospital  services  in  connection 
with  the  care,  treatment,  filling,  removal,  or  replacement  of 
teeth  or  structures  directly  supporting  teeth,  the  individual, 
because  of  his  underlying  medical  condition  and  clinical 
status  [or  because  of  the  severity  of  the  dental  procedure], 
require  hospitalization  in  connection  with  the  provision  of 
such  services ;  [or] 

[(F)  in  the  case  of  alcohol  detoxification  facility  services, 
such  services  are  required  on  an  inpatient  basis  (based  upon 
an  examination  by  such  certifying  physician  made  prior  to 
initiation  of  alcohol  detoxification) ;] 

*  *  *  *  *  *  * 

Payment  of  Benefits 

Sec.  1833.  (a)  Except  as  provided  in  section  1876,  and  subject  to 
the  succeeding  provisions  of  this  section,  there  shall  be  paid  from  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund,  in  the  case  of 
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each  individual  who  is  covered  under  the  insurance  program  estab- 
lished by  this  part  and  incurs  expenses  for  services  with  respect  to 
which  benefits  are  payable  under  this  part,  amounts  equal  to — 

(1)  in  the  case  of  services  described  in  section  1832(a)  (1)  — 
80  percent  of  the  reasonable  charges  for  the  services ;  except  that 
(A)  an  organization  which  provides  medical  and  other  health 
services  (or  arranges  for  their  availability)  on  a  prepayment 
basis  may  elect  to  be  paid  80  percent  of  the  reasonable  cost  of 
services  for  which  payment  may  be  made  under  this  part  on 
behalf  of  individuals  enrolled  in  such  organization  in  lieu  of  80 
percent  of  the  reasonable  charges  for  such  services  if  the  orga- 
nization undertakes  to  charge  such  individuals  no  more  than  20 
percent  of  such  reasonable  cost  plus  any  amounts  payable  by  them 
as  a  result  of  subsection  (b),  (B)  with  respect  to  expenses  in- 
curred for  radiological  or  pathological  services  for  which  pay- 
ment may  be  made  under  this  part,  furnished  to  an  inpatient  of 
a  hospital  by  a  physician  in  the  field  of  radiology  or  pathology 
who  has  in  effect  an  agreement  with  the  Secretary  by  which  the 
physician  agrees  to  accept  an  assignment  (as  provided  for  in 
section  1842(b)  (3)  (ii) )  for  all  physicians'  services  furnished  by 
him  to  hospital  inpatients  enrolled  under  this  part,  the  amounts 
paid  shall  be  equal  to  100  percent  of  the  reasonable  charges  for 
such  services,  (C)  with  respect  to  expenses  incurred  for  those 
physicians'  services  for  which  payment  may  be  made  under  this 
part  that  are  described  in  section  1862(a)  (4),  the  amounts  paid 
shall  be  subject  to  such  limitations  as  may  be  prescribed  by  regu- 
lations, (D)  with  respect  to  diagnostic  tests  performed  in  a  lab- 
oratory for  which  payment  is  made  under  this  part  to  the  labora- 
tory, the  amounts  paid  shall  be  equal  to  100  percent  of  the  nego- 
tiated rate  for  such  tests  (as  determined  pursuant  to  subsection 
(h)  of  this  section),  (E)  with  respect  to  services  furnished  to 
individuals  who  have  been  determined  to  have  end  stage  renal 
disease,  the  amounts  paid  shall  be  determined  subject  to  the  provi- 
sions of  section  1881,  (F)  with  respect  to  expenses  incurred  for 
physicians'  services  (furnished  by  a  physician  who  has  an  agree- 
ment in  effect  with  the  Secretary  by  which  the  physician  agrees 
to  accept  an  assignment  described  in  section  1842(d)  (3)  (B)  (ii) 
with  respect  to  payment  for  all  physicians'  services  which  are 
preadmission  diagnostic  services  furnished  by  the  physician  to 
individuals  enrolled  under  this  part)  which  are  preadmission 
diagnostic  services  for  which  payment  may  be  made  under  this 
part  and  which  are  furnished  (i)  in  the  outpatient  department  of 
a  hospital  within  seven  days  of  such  individual's  admission  to  the 
same  hospital  as  an  inpatient  or,  to  the  extent  practicable  as  deter- 
mined by  regulations  prescribed  by  the  Secretary,  to  another  hos- 
pital, or  (ii)  to  the  extent  practicable  as  determined  by  regulations 
prescribed  by  the  Secretary,  in  a  physician's  office  within  seven 
days  of  such  individual's  admission  to  a  hospital  as  an  inpatient, 
the  amounts  paid  shall  be  equal  to  the  reasonable  charges  for 
such  services,  and  (G)  with  respect  to  expenses  incurred  for  serv- 
ices described  in  subsection  (i)  (3)  under  the  conditions  specified 
in  such  subsection,  the  amounts  paid  shall  be  the  reasonable,  charge 
for  such  services,  [and  (H)  with  respect  to  items  and  services 
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described  in  section  1861  (s)  (10),  the  amounts  paid  shall  be  100 
percent  of  the  reasonable  charges  for  such  items  and  services,]  and 

(2)  in  the  case  of  services  described  in  section  1832(a)(2) 
(except  those  services  described  in  subparagraphs  (D),  (E),  and 
(F)  of  such  section  and  in  paragraph  (5)  of  this  subsection  and 
unless  otherwise  specified  in  section  1881)  — 

(A)  with  respect  to  home  health  services  [and  to  items  and 
services  described  in  section  1861  (s)  (10)  J,  the  reasonable 
cost  of  such  services,  as  determined  under  section  1861  (v)  ; 

(B)  with  respect  to  other  services  (except  those  described 
in  subparagraph  (C)  of  this  paragraph) ,  the  reasonable  costs 
of  such  services,  as  so  determined,  less  the  amount  a  pro- 
vider may  charge  as  described  in  clause  (ii)  of  section 
1866(a)  (2)  (A),  but  in  no  case  may  the  payment  for  such 
other  services  exceed  80  percent  of  such  costs ; 

(C)  with  respect  to  services  described  in  the  second  sen- 
tence of  section  1861  (p) ,  80  percent  of  the  reasonable  charges 
for  such  services. 

(3)  in  the  case  of  services  described  in  subparagraphs  (D)  and 

(E)  of  section  1832(a)  (2),  the  costs  which  are  reasonable  and  re- 
lated to  the  cost  of  furnishing  such  services  or  which  are  based 
on  such  other  tests  of  reasonableness  as  the  Secretary  may  pre- 
scribe in  regulations,  including  those  authorized  under  section 
1861  (v)  (1)  (A),  less  the  amount  a  provider  may  charge  as  de- 
scribed in  clause  (ii)  of  section  1866(a)  (2)  (A),  but  in  no  case 
may  the  payment  for  such  services  [(other  than  for  items  and 
services  described  in  section  1861  (s)  (10))]  exceed  80  percent  of 
such  costs ; 

(4)  in  the  case  of  facility  services  described  in  subparagraph 

(F)  of  section  1832(a)(2),  the  applicable  amount  described  in 
paragraph  (2)  of  section  1833  (i) ;  and 

(5)  in  the  case  of  preadmission  diagnostic  services  described 
in  section  1861  (s)  (2)  (C)  which  are  furnished  to  an  individual  by 
the  outpatient  department  of  a  hospital  within  7  days  of  such 
individual's  admission  to  the  same  hospital  as  an  inpatient  or 
(to  the  extent  practicable  as  determined  by  regulations  pre- 
scribed by  the  Secretary)  to  another  hospital,  the  reasonable 
costs  for  such  services. 

(b)  Before  applying  subsection  (a)  with  respect  to  expenses  in- 
curred by  an  individual  during  any  calendar  year,  the  total  amount 
of  the  expenses  incurred  by  such  individual  during  such  year  (which 
would,  except  for  this  subsection,  constitute  incurred  expenses  from 
which  benefits  payable  under  subsection  (a)  are  determinable)  shal] 
be  reduced  by  a  deductible  of  [$60]  $75;  except  that  [(1)  the  amount 
of  the  deductible  for  such  calendar  year  as  so  determined  shall  first  be 
reduced  by  the  amount  of  any  expenses  incurred  by  such  individual 
in  the  last  three  months  of  the  preceding  calendar  year  and  applied 
toward  such  individual's  deductible  under  this  section  for  such  pre- 
ceding year,]  [(2)]  (1)  such  total  amount  shall  not  include  expenses 
incurred  [(A)]  for  radiological  or  pathological  services  furnished  to 
such  individual  as  an  inpatient  of  a  hospital  by  a  physician  in  the  field 
of  radiology  or  pathology  who  has  in  effect  an  agreement  with  the 
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Secretary  by  which  the  physician  agrees  to  accept  an  assignment  (as 
provided  for  in  section  1842(b)  (3)  (ii) )  for  all  physicians'  services 
furnished  by  him  to  hospital  inpatients  enrolled  under  this  part,  [or 
(B)  for  items  and  services  described  in  section  1861  (s)  (10),]  [(3)] 
(2)  such  deductible  shall  not  apply  with  respect  to  home  health  serv- 
ices, and  £(4)  J  (3)  such  total  amount  shall  not  include  expenses  in- 
curred for  services  the  amount  of  payment  for  which  is  determined 
under  subsection  (a)(1)(G)  or  under  subsection  (i)  (2)  or  (i)(4). 
The  total  amount  of  the  expenses  incurred  by  an  individual  as  deter- 
mined under  the  preceding  sentence  shall,  after  the  reduction  specified 
in  such  sentence,  be  further  reduced  by  an  amount  equal  to  the  ex- 
penses incurred  for  the  first  three  pints  of  whole  blood  (or  equivalent 
quantities  of  packed  red  blood  cells,  as  defined  under  regulations)  fur- 
nished to  the  individual  during  the  calendar  year,  except  that  such 
deductible  for  such  blood  shall  in  accordance  with  regulations  be  ap- 
propriately reduced  to  the  extent  that  there  has  been  a  replacement  of 
such  blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as  so 
defined)  ;  and  for  such  purposes  blood  (or  equivalent  quantities  of 
packed  red  blood  cells,  as  so  defined)  furnished  such  individual  shall 
be  deemed  replaced  when  the  institution  or  other  person  furnishing 
such  blood  (or  such  equivalent  quantities  of  packed  red  blood  cells,  as 
so  defined)  is  given  one  pint  of  blood  for  each  pint  of  blood  (or  equiva- 
lent quantities  of  packed  red  blood  cells,  as  so  defined)  furnished  such 
individual  with  respect  to  which  a  deduction  is  made  under  this 
sentence. 

$  *  *  4t  *  *  * 

Procedure  for  Payment  of  Claims  of  Providers  of  Services 

Sec.  1835.  (a)  Except  as  provided  in  subsections  (b),  (c),  and  (e), 
payment  for  services  described  in  section  1832(a)(2)  furnished  an 
individual  may  be  made  only  to  providers  of  services  which  are  eligible 
therefor  under  section  1866  (a) ,  and  only  if — 

(1)  written  request,  signed  by  such  individual,  except  in  cases 
in  which  the  Secretary  finds  it  impracticable  for  the  individual 
to  do  so,  is  filed  for  such  payment  in  such  form,  in  such  manner 
and  by  such  person  or  persons  as  the  Secretary  may  by  regula- 
tion prescribe,  no  later  than  the  close  of  the  period  of  3  calendar 
years  following  the  year  in  which  such  services  are  furnished 
(deeming  any  services  furnished  in  the  last  3  calendar  months 
of  any  calendar  year  to  have  been  furnished  in  the  succeeding 
calendar  year)  except  that,  where  the  Secretary  deems  that  effi- 
cient administration  so  requires,  such  period  may  be  reduced  to 
not  less  than  1  calendar  year ;  and 

(2)  a  physician  certifies  (and  recertifies,  where  such  services  are 
furnished  over  a  period  of  time,  in  such  cases,  with  such  frequency, 
and  accompanied  by  such  supporting  material,  appropirate  to  the 
case  involved,  as  may  be  provided  by  regulations)  that — 

(A)  in  the  case  of  home  health  services (i)  such  services 
are  or  were  required  because  the  individual  is  or  was  confined 
to  his  home  (except  when  receiving  items  and  services  re- 
ferred to  in  section  1861  (m)  (7)  and  needed  skilled  nursing 
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care  on  an  intermittent  basis,  or  physical^,  occupational,]  or 
speech  therapy,  (ii)  a  plan  for  furnishing  such  services  to 
such  individual  has  been  established  and  is  periodically  re- 
viewed by  a  physician,  and  (iii)  such  services  are  or  were  fur- 
nished while  the  individual  is  or  was  under  the  care  of  a 
physican ; 

******  * 
Enrollment  Periods 

Sec.  1837.  **  * 

[(e)  There  shall  be  a  general  enrollment  period  which  is  any  period 
after  the  period  described  in  subsection  ( d ) .] 

(e)  There  shall  be  a  general  enrollment  period  during  the  period 
beginning  on  January  1  and  ending  on  March  31  of  each  year. 

(f )  Any  individual — 

(1)  who  is  eligible  under  section  1836  to  enroll  in  the  medical 
insurance  program  by  reason  of  entitlement  to  hospital  insurance 
benefits  as  described  in  paragraph  ( 1 )  of  such  section,  and 

(2)  whose  initial  enrollment  period  under  subsection  (d)  be- 
gins after  March  31, 1973,  and 

(3)  who  is  residing  in  the  United  States,  exclusive  of  Puerto 
Rico, 

shall  be  deemed  to  have  enrolled  in  the  medical  insurance  program 
established  by  this  part. 

(g)  All  of  the  provisions  of  this  section  shall  apply  to  individuals 
satisfying  subsection  (f ) ,  except  that — 

(1)  in  the  case  of  an  individual  who  satisfies  subsection  (f) 
by  reason  of  entitlement  to  disability  insurance  benefits  described 
in  section  226(a)(2)(B),  his  initial  enrollment  period  shall 
begin  on  the  first  day  of  the  later  of  (A)  April  1973  or  (B)  the 
third  month  before  the  25th  month  of  such  entitlement,  and  shall 
reoccur  with  each  continuous  period  of  eligibility  (as  defined  in 
section  1839[(e) J  (c)  and  upon  attainment  of  age  65 ; 

(2)  (A)  in  the  case  of  an  individual  who  is  entitled  to  monthly 
benefits  under  section  202  or  223  on  the  first  day  of  his  initial 
enrollment  period  or  becomes  entitled  to  monthly  benefits  under 
section  202  during  the  first  3  months  of  such  period,  his  enroll- 
ment shall  be  deemed  to  have  occurred  in  the  third  month  of  his 
initial  enrollment  period,  and 

(B)  in  the  case  of  an  individual  who  is  not  entitled  to  bene- 
fits under  section  202  on  the  first  day  of  his  initial  enrollment 
period  and  does  not  become  so  entitled  during  the  first  3  months 
of  such  period,  his  enrollment  shall  be  deemed  to  have  occurred  in 
the  month  in  which  he  files  the  application  establishing  his  entitle- 
ment to  hospital  insurance  benefits  provided  such  filing  occurs 
during  the  last  4  months  of  his  initial  enrollment  period ;  and 

(3)  in  the  case  of  an  individual  who  would  otherwise  satisfy 
subsection  (f)  but  does  not  establish  his  entitlement  to  hospital 
insurance  benefits  until  after  the  last  day  of  his  initial  enroll- 
ment period  (as  defined  in  subsection  (d)  of  this  section),  his 
enrollment  shall  be  deemed  to  have  occurred  on  the  first  day  of 
[the  month  in  which  the  individual  files  an  application  establish- 
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ing  such  entitlement],  the  earlier  of  the  then  current  or  im- 
mediately succeeding  general  enrollment  period  (as  defined  in 
subsection  (e)  of  this  section) 

Coverage  Period 

Sec.  1838.  (a)  The  period  during  which  an  individual  is  entitled  to 
benefits  under  the  insurance  program  established  by  this  part  (herein- 
after referred  to  as  his  "coverage  period")  shall  begin  on  whichever 
of  the  following  is  the  latest: 

*  *  *  *  *  *  m 

(E)  in  the  case  of  an  individual  who  enrolls  pursuant  to  sub- 
section (e)  of  section  1837,  [the  first  day  of  the  third  month]  the 
July  1  f  ollowing  the  month  in  which  he  so  enrolls ;  or 

Amounts  of  Premiums 

[Sec.  1839.  (a)  The  monthly  premium  of  each  individual  enrolled 
under  this  part  for  each  month  before  1968  shall  be  $3. 

[(b)  (1)  The  monthly  premium  of  each  individual  enrolled  under 
this  part  for  each  month  after  1967  and  before  July  1,  1973,  shall  be 
the  amount  determined  under  paragraph  (2)  . 

[(2)  The  Secretary  shall,  during  December  1968  and  of  each  year 
ending  on  or  before  December  31,  1971,  determine  and  promulgate  the 
dollar  amount  (whether  or  not  such  dollar  amount  was  applicable  for 
premiums  for  any  prior  month)  which  shall  be  applicable  for  premi- 
ums for  months  occurring  in  the  12-month  period  commencing  J uly  1 
in  each  succeeding  year.  Such  dollar  amount  shall  be  such  amount  as 
the  Secretary  estimates  to  be  necessary  so  that  the  aggregate  premiums 
for  such  12-month  period  will  equal  one-half  of  the  total  of  the  benefits 
and  administrative  costs  which  he  estimates  will  be  payable  from  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund  for  such  12- 
month  period.  In  estimating  aggregate  benefits  payable  for  any  period, 
the  Secretary  shall  include  an  appropriate  amount  for  a  contingency 
margin.  Whenever  the  Secretary,  pursuant  to  the  preceding  sentence, 
promulgates  the  dollar  amount  which  shall  be  applicable  for  premiums 
for  any  period,  he  shall,  at  the  time  such  promulgation  is  announced, 
issue  a  public  statement  setting  forth  the  actuarial  assumptions  and 
bases  employed  by  him  in  arriving  at  the  amount  of  premiums  so 
promulgated. 

[(c)  (1)  The  Secretary  shall,  during  December  of  1972  and  of  each 
year  thereafter,  determine  the  monthly  actuarial  rate  for  enrollees  age 
65  and  over  which  shall  be  applicable  for  the  12-month  period  com- 
mencing J  uly  1  in  the  succeeding  year.  Such  actuarial  rate  shall  be  the 
amount  the  Secretary  estimates  to  be  necessary  so  that  the  aggregate 
amount  for  such  12-month  period  with  respect  to  those  enrollees  age  65 
and  over  will  equal  one-half  of  the  total  of  the  benefits  and  administra- 
tive costs  which  he  estimates  will  be  payable  from  the  Federal  Supple- 
mentary Medical  Insurance  Trust  Fund  for  services  performed  and 
related  administrative  costs  incurred  in  such  12-month  period.  In  cal- 
culating the  monthly  actuarial  rate,  the  Secretary  shall  include  an 
appropriate  amount  for  a  contingency  margin. 
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£(2)  The  monthly  premium  of  each  individual  enrolled  under  this 
part  for  each  month  after  June  1973  shall,  except  as  provided  in  sub- 
section (d),  be  the  amount  determined  under  paragraph  (3). 

£(3)  The  Secretary  shall,  during  December  of  1972  and  of  each  year 
thereafter,  determine  and  promulgate  the  monthly  premium  applicable 
for  the  individuals  enrolled  under  this  part  for  the  12 -month  period 
commencing  July  1  in  the  succeeding  year.  The  monthly  premium 
shall  be  equal  to  the  smaller  of — 

£(A)  the  monthly  actuarial  rate  for  enrollees  age  65  and  over, 
determined  according  to  paragraph  (1)  of  this  subsection,  for 
that  12-month  period,  or 

£(B)  the  monthly  premium  rate  most  recently  promulgated  by 
the  Secretary  under  this  paragraph,  increased  by  a  percentage 
determined  as  follows :  The  Secretary  shall  ascertain  the  primary 
insurance  amount  computed  under  section  215(a)  (1) ,  based  upon 
average  indexed  monthly  earnings  of  $900,  that  applied  to  indi- 
viduals who  became  eligible  for  and  entitled  to  old-age  insurance 
benefits  on  May  1  of  the  year  of  the  promulgation.  He  shall  in- 
crease the  monthly  premium  rate  by  the  same  percentage  by  which 
that  primary  insurance  amount  is  increased  when,  by  reason  of  the 
law  in  effect  at  the  time  the  promulgation  is  made,  it  is  so  com- 
puted to  apply  to  those  individuals  on  the  following  May  1. 
£Whenever  the  Secretary  promulgates  the  dollar  amount  which  shall 
be  applicable  as  the  monthly  premium  for  any  period,  he  shall,  at  the 
time  such  promulgation  is  announced,  issue  a  public  statement  setting 
forth  the  actuarial  assumptions  and  bases  employed  by  him  in  arriv- 
ing at  the  amount  of  an  adequate  actuarial  rate  for  enrollees  age  65 
and  over  as  provided  in  paragraph  (1)  and  the  derivation  of  the 
dollar  amounts  specified  in  this  paragraph. 

£(4)  The  Secretary  shall  also,  during  December  of  1972  and  of  each 
year  thereafter,  determine  the  monthly  actuarial  rate  for  disabled  en- 
rollees under  age  65  which  shall  be  applicable  for  the  12-month  period 
commencing  July  1  in  the  succeeding  year.  Such  actuarial  rate  shall 
be  the  amount  the  Secretary  estimates  to  be  necessary  so  that  the 
aggregate  amount  for  such  12-month  period  with  respect  to  disabled 
enrollees  under  age  65  will  equal  one-half  of  the  total  of  the  benefits 
and  administrative  costs  which  he  estimates  will  be  incurred  in  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund  for  such 
12-month  period  with  respect  to  such  enrollees.  In  calculating  the 
monthly  actuarial  rate  under  this  paragraph,  the  Secretary  shall  in- 
clude an  appropriate  amount  for  a  contingency  margin.] 

Sec.  1839.  (a)  (1)  The  Secretary  shall,  during  December  of  1981  and 
of  each  year  thereafter^  determine  and  promulgate  the  monthly  pre- 
mium applicable  for  the  individuals  enrolled  under  this  part  for  the 
12-month  period  commencing  July  1  in  the  succeeding  year.  The 
monthly  premium  for  all  enrollees  shall  be  equal  to  the  amount  speci- 
fied in  paragraph  (2). 

(2)  The  Secretary  shall,  during  December  of  1981  and  of  each 
year  thereafter,  determine  the  monthly  actuarial  rate  for  enrollees 
age  65  and  over  which  shall  be  applicable  for  the  12-month  period 
commencing  July  1  in  the  succeeding  year.  Such  actuarial  rate  shall 
be  the  amount  the  Secretary  estimates  to  be  necessary  so  that  the  ag- 
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gregate  amount  for  such  12-month  period  with  respect  to  those  en- 
rollees  age  65  and  over  will  equal  24  percent  of  the  total  of  the  bene- 
fits and  administrative  costs  which  he  estimates  will  be  payable  from 
ttie  Federal  Supplementary  Medical  Insurance  Trust  Fund  for  serv- 
ices provided  to  such  enrollees  and  related  administrative  costs  in- 
curred in  such  12-month  period.  In  calculating  the  monthly  actuarial 
rate,  the  Secretary  shall  include  an  appropriate  amount  for  a  con- 
tingency margin. 

(3)  Whenever  the  Secretary  promulgates  the  dollar  amount 
which  shall  be  applicable  as  the  monthly  premium  for  any  period,  he 
shall,  at  the  time  such  promulgation  is  announced,  issue  a  public  state- 
ment setting  forth  the  actuarial  assumptions  and  bases  employed  by 
him  in  arriving  at  the  amou/nt  of  an  adequate  actuarial  rate  for  en- 
rollees age  65  and  over  as  provided  in  paragraph  (2)  and  the  deriva- 
tion of  the  dollar  amounts  specified  in  such  paragraph. 

(4)  The  Secretary  shall  also,  during  December  of  1981  and  of  each 
year  thereafter,  determine  the  monthly  actuarial  rate  for  disabled 
enrollees  under  age  65  for  informational  purposes.  Such  actuarial 
rate  shall  be  the  amount  the  Secretary  estimates  to  be  necessary  so 
that  the  aggregate  amount  for-  such  12-month  period  with  respect  to 
disabled  enrollees  under  age  65  will  equal  2J±  percent  of  the  total  of 
the  benefits  and  administrative  costs  which  he  estimates  will  be  in- 
curred in  the  Federal  Supplementary  Medical  Insurance  Trust  Fu/nd 
for  such  12-month  period  with  respect  to  such  enrollees.  In  calculat- 
ing the  monthly  actuarial  rate  under  this  paragraph,  the  Secretary 
shall  include  an  appropriate  amount  for  a  contingency  m-argin. 

[(d)]  (b)  In  the  case  of  an  individual  whose  coverage  period  began 
pursuant  to  an  enrollment  after  his  initial  enrollment  period  (deter- 
mined pursuant  to  subsection  (c)  or  (d)  of  section  1837),  the  monthly 
premium  determined  under  subsection  (b)  or  (c)  shall  be  increased  by 
10  percent  of  the  monthly  premium  so  determined  for  each  full  12 
months  (in  the  same  continuous  period  of  eligibility)  in  which  he 
could  have  been  but  was  not  enrolled.  For  purposes  of  the  preceding 
sentence,  there  shall  be  taken  into  account  (1)  the  months  which 
elapsed  between  the  close  of  his  initial  enrollment  period  and  the  close 
of  the  enrollment  period  in  which  he  enrolled,  plus  (in  the  case  of  an 
individual  who  reenrolls  (2)  the  months  which  elapsed  between  the 
date  of  termination  of  a  previous  coverage  period  and  [the  month 
after  the  month]  the  close  of  the  enrollment  period  in  which  he  re- 
enrolled.  Any  increase  in  an  individual's  monthly  premium  under  the 
first  sentence  of  this  subsection  with  respect  to  a  particular  continuous 
period  of  eligibility  shall  not  be  applicable  with  respect  to  any  other 
continuous  period  of  eligibility  which  such  individual  may  have. 

[(e)]  (c)  If  any  monthly  premium  determined  under  the  foregoing 
provisions  of  this  section  is  not  a  multiple  of  10  cents,  such  premium 
shall  be  rounded  to  the  nearest  multiple  of  10  cents. 

E(^)3  (^)  For  purposes  of  subsection  [(c)]  (b)  (and  section  1837 
(g)  (1)),  an  individual's  "continuous  period  of  eligibility"  is  the  pe- 
riod beginning  with  the  first  day  on  which  he  is  eligible  to  enroll  under 
secton  1836  and  ending  with  his  death :  except  that  any  period  during 
all  of  which  an  individual  satisfied  paragraph  (1)  of  section  1836  and 
which  terminated  in  or  before  the  month  preceding  the  month  in  which 
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he  attained  age  65  shall  be  a  separate  "continuous  period  of  eligibility" 
with  respect  to  such  individual  (and  each  such  period  which  terminates 
shall  be  deemed  not  to  have  existed  for  purposes  of  subsequently  ap- 
plying this  section) . 

*  *  *  *  *  *  * 

Use  of  Carriers  for  Administration  of  Benefits 
Sec.  1842.  *  *  * 

(b)  (1)  Contracts  with  carriers  under  subsection  (a)  may  be  entered 
into  without  regard  to  section  3709  of  the  Eevised  Statutes  or  any 
other  provision  of  law  requiring  competitive  bidding. 

(2)  No  such  contract  shall  be  entered  into  with  any  carrier  unless 
the  Secretary  finds  that  such  carrier  will  perform  its  obligations  under 
the  contract  efficiently  and  effectively  and  will  meet  such  requirements 
as  to  financial  responsibility,  legal  authority,  and  other  matters  as  he 
finds  pertinent. 

(3)  Each  such  contract  shall  provide  that  the  carrier — 

(A)  will  take  such  action  as  may  be  necessary  to  assure  that, 
where  payment  under  this  part  for  a  service  is  on  a  cost  basis,  the 
cost  is  reasonable  cost  (as  determined  under  section  1861  (v)); 

(B)  will  take  such  action  as  may  be  necessary  to  assure  that, 
where  payment  under  this  part  for  a  service  is  on  a  charge  basis, 
such  charge  will  be  reasonable  and  not  higher  than  the  charge 
applicable,  for  a  comparable  service  and  under  comparable  cir- 
cumstances, to  the  policyholders  and  subscribers  of  the  carrier, 
and  such  payment  will  (except  as  otherwise  provided  in  section 
1870(f))  be  made— 

(i)  on  the  basis  of  an  itemized  bill;  or 

(ii)  on  the  basis  of  an  assignment  under  the  terms  of  which 
(I)  the  reasonable  charge  is  the  full  charge  for  the  service 
(except  in  the  case  of  physicians'  services  and  ambulance 
service  furnished  as  described  in  section  1862(a)  (4),  other 
than  for  purposes  of  section  1870(f))  and  (II)  the  physi- 
cian or  other  person  furnishing  such  service  agrees  not  to 
charge  for  such  service  if  payment  may  not  be  made  there- 
for by  reason  of  the  provisions  of  paragraph  (1)  of  section 
1862,  and  if  the  individual  to  whom  such  service  was  fur- 
nished was  without  f  aidt  in  incurring  the  expenses  of  such 
service,  and  if  the  Secretary's  determination  that  payment 
(pursuant  to  such  assignment)  was  incorrect  and  was  made 
subsequent  to  the  third  year  following  the  year  in  which 
notice  of  such  payment  was  sent  to  such  individual ;  except 
that  the  Secretary  may  reduce  such  three-year  period  to  not 
less  than  one  year  if  he  finds  such  reduction  is  consistent  with 
the  objectives  of  this  title;  and  the  requirement  of  subpara- 
graph (B)  that  a  bill  be  submitted  or  request  for  payment  be 
made  by  the  close  of  the  following  calendar  year  shall  not 
apply  if  failure  to  submit  the  bill  or  request  the  payment  by 
the  close  of  such  year  is  due  to  the  error  or  misrepresentation 
of  an  officer,  employee,  fiscal  intermediary,  carrier,  or  agent 
of  the  Department  of  Health  and  Human  Services  perform- 


731 


ing  functions  under  this  title  and  acting  within  the  scope  of 
his  or  its  authority,  and  the  bill  is  submitted  or  the  payment 
is  requested  promptly  after  such  error  or  misrepresentation 
is  eliminated  or  corrected  but  (in  the  case  of  bills  submitted, 
or  requests  for  payment  made,  after  March  1968)  only  if  the 
bill  is  submitted,  or  a  written  request  for  payment  is  made 
in  such  other  form  as  may  be  permitted  under  regulations, 
no  later  than  the  close  oi  the  calendar  year  following  the 
year  in  which  such  service  is  furnished  (deeming  any  service 
furnished  in  the  last  3  months  of  any  calendar  year  to  have 
been  furnished  in  the  succeeding  calendar  year)  ; 

(C)  will  establish  and  maintain  procedures  pursuant  to  which 
an  individual  enrolled  under  this  part  will  be  granted  an  oppor- 
tunity for  a  fair  hearing  'by  the  carrier,  in  any  case  where  the 
amount  in  controversy  is  $100  or  more  when  requests  for  pay- 
ment under  this  part  with  respect  to  services  furnished  him  are 
denied  or  are  not  acted  upon  with  reasonable  promptness  or  when 
the  amount  of  such  payment  is  in  controversy ; 

(D)  will  furnish  to  the  Secretary  such  timely  information  and 
reports  as  he  may  find  necessary  in  performing  his  functions  un- 
der this  part ; 

(E)  will  maintain  such  records  and  afford  such  access  thereto  as 
the  Secretary  finds  necessary  to  assure  the  correctness  and  verifi- 
cation of  the  information  and  reports  under  subparagraph  (D) 
and  otherwise  to  carry  out  the  purposes  of  this  part ;  and 

(F)  will  take  such  action  as  may  be  necessary  to  assure  that 
where  payment  under  this  part  for  a  service  rendered  is  on  a 
charge  basis,  such  payment  shall  be  determined  on  the  basis  of  the 
charge  that  is  determined  in  'accordance  with  this  section  on  the 
basis  of  customary  and  prevailing  charge  levels  in  effect  at  the  time 
the  service  was  rendered  or,  in  the  case  of  services  rendered  more 
than  12  months  before  the  year  (ending  on  June  30)  in  which  the 
bill  is  submitted  or  request  for  payment  is  made,  on  the  basis  of 
such  levels  in  effect  for  the  12-month  period  preceding  such 
year; 

and  shall  contain  such  other  terms  and  conditions  not  inconsistent  with 
this  section  as  the  Secretary  may  find  necessary  or  appropriate.  [In 
determining  the  reasonable  charge  for  services  for  purposes  of  this 
paragraph,  there  shall  be  taken  into  consideration  the  customary 
charges  for  similar  services  generally  made  by  the  physician  or  other 
person  furnishing  such  services,  as  well  as  the  prevailing  charges  in 
the  locality  for  similar  services. 

[No  charge  may  be  determined  to  be  reasonable  in  the  case  of  bills 
submitted  or  requests  for  payment  made  under  this  part  after  Decem- 
ber 31, 1970,  if  it  exceeds  the  higher  of  (i)  the  prevailing  charge  recog- 
nized by  the  carrier  and  found  acceptable  by  the  Secretary  for  similar 
services  in  the  same  locality  in  administering  this  part  on  December 
31,  1970,  or  (ii)  the  prevailing  charge  level  that,  on  the  basis  of 
statistical  data  and  methodology  acceptable  to  the  Secretary,  would 
cover  75  percent  of  the  customary  charges  made  for  similar  services  in 
the  same  locality  during  the  last  preceding  calendar  year  elapsing 
prior  to  the  start  of  the  twelve-month  period  (beginning  July  1  of 
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each  year)  in  which  the  service  is  rendered.  In  the  case  of  physician 
services  the  prevailing  charge  level  determined  for  purposes  of  clause 
(ii)  of  the  preceding  sentence  for  any  twelve-month  period  (beginning 
after  June  30,  1973)  specified  in  clause  (ii)  of  such  sentence  may  not 
exceed  (in  the  aggregate)  the  level  determined  under  such  clause  for 
the  fiscal  year  ending  June  30, 1973,  except  to  the  extent  that  the  Secre- 
tary finds,  on  the  basis  of  appropriate  economic  index  data,  that  such 
higher  level  is  justified  by  economic  changes.  With  respect  to  power- 
operated  wheelchairs  for  which  payment  may  be  made  in  accordance 
with  section  1861  (s)  (6) ,  charges  determined  to  be  reasonable  may  not 
exceed  the  lowest  charge  at  which  power-operated  wheelchairs  are 
available  in  the  locality.  In  the  case  of  medical  services,  supplies,  and 
equipment  (including  equipment  servicing)  that,  in  the  judgment  of 
the  Secretary,  do  not  generally  vary  significantly  in  quality  from  one 
supplier  to  another,  the  charges  incurred  after  December  31,  1972, 
determined  to  be  reasonable  may  not  exceed  the  lowest  charge  levels  at 
which  such  services,  supplies,  and  equipment  are  widely  and  consist- 
ently available  in  a  locality  except  to  the  extent  and  under  the  circum- 
stances specified  by  the  Secretary.  The  requirement  in  subparagraph 
(B)  that  a  bill  be  submitted  or  request  for  payment  be  made  by  the 
close  of  the  following  calendar  year  shall  not  apply  if  (i)  failure  to 
submit  the  bill  or  request  the  payment  by  the  close  of  such  year  is  due 
to  the  error  or  misrepresentation  of  an  officer,  employee,  fiscal  inter- 
mediary, carrier,  or  agent  of  the  Department  of  Health,  Education, 
and  Welfare  performing  functions  under  this  title  and  acting  within 
the  scope  of  his  or  its  authority,  and  (ii)  the  bill  is  submitted  or  the 
payment  is  requested  promptly  after  such  error  or  misrepresentation  is 
eliminated  or  corrected.  Notwithstanding  the  provisions  of  the  third 
and  fourth  sentences  preceding  this  sentence,  the  prevailing  charge 
level  in  the  case  of  a  physician  service  in  a  particular  locality  deter- 
mined pursuant  to  such  third  and  fourth  sentences  for  the  twelve- 
month period  beginning  on  July  1  in  any  calendar  year  after  1974 
shall,  if  lower  than  the  prevailing  charge  level  for  the  fiscal  year  end- 
ing June  30, 1975,  in  the  case  of  a  similar  physician  service  in  the  same 
locality  by  reason  of  the  application  of  economic  index  data,  be  raised 
to  such  prevailing  charge  level  for  the  fiscal  year  ending  J une  30, 1975.] 

(It)  (A)  In  determining  the  reasonable  charge  for  services  for  pur- 
poses of  paragraph  (3) ,  there  shall  be  taken  into  consideration  the  mis- 
tomary  charges  for  similar  services  generally  made  by  the  physician  or 
other  person  furnishing  such  services,  as  well  as  the  prevailing  charges 
in  the  locality  for  similar  services. 

(B)  (i)  Except  as  otherwise  provided  in  clause  (Hi) ,  no  charge  may 
be  determined  to  be  reasonable  in  the  case  of  bills  submitted  or  requests 
for  payment  made  under  this  part  after  December  31, 1970,  if  it  exceeds 
the  higher  of  (I)  the  prevailing  charge  recognized  by  the  carrier  and 
found  acceptable  by  the  Secretary  for  similar  services  in  the  same 
locality  in  administering  this  part  on  December  31,  1970,  or  (II)  the 
prevailing  charge  level  that,  on  the  basis  of  statistical  data  and 
methodology  acceptable  to  the  Secretary,  would  cover  75  percent  of 
the  customary  charges  made  for  similar  services  in  the  same  locality 
during  the  last  calendar  year  ending  prior  to  the  start  of  the  fiscal  year 
in  ivhich  the  bill  is  submitted  or  the  request  for  payment  is  made. 
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(ii)  In  the  case  of  physician  services,  the  prevailing  charge  level 
determined  for  purposes  of  clause  (i)  (II)  for  any  fiscal  year  begin- 
ning after  June  SO,  1973,  may  not  (except  as  otherwise  provided  in 
clause  (Hi))  exceed  (in  the  aggregate)  the  level  determined  under 
such  clause  for  the  -fiscal  year  ending  June  SO,  197 S,  except  to  the  extent 
that  the  Secretary  finds,  on  the  basis  of  appropriate  economic  index 
data,  that  such  higher  level  is  justified  by  economic  changes.  For  any 
tioelve-month  period  beginning  on  July  1  of  any  year  (beginning  with 
1982) ,  no  prevailing  charge  level  for  physicians1  services  shall  be  in- 
creased to  the  extent  that  it  would  exceed  by  more  than  one-third  the 
statewide  prevailing  charge  level  (as  determined  under  subparagraph 
(D) )  for  that  service. 

(Hi)  Notwithstanding  the  provisions  of  clauses  (i)  and  (ii)  of  this 
subparagraph,  the  prevailing  charge  level  in  the  case  of  a  physician 
service  in  a  particular  locality  determined  pursuant  to  such  clauses  for 
the  fiscal  year  beginning  July  1, 1975,  shall,  if  lower  than  the  prevail- 
ing charge  level  for  the  fiscal  year  ending  June  SO,  1975,  in  the  case  of 
a  similar  physician  service  in  the  same  locality  by  reason  of  the  applica- 
tion of  economic  index  data,  be  raised  to  such  prevailing  charge  level 
for  the  fiscal  year  ending  J une  SO,  1975. 

(C)  In  the  case  of  medical  services,  supplies,  and  equipment  (in- 
cluding equipment  servicing)  that,  in  the  judgment  of  the  Secretary, 
do  not  generally  vary  significantly  in  quality  from  one  supplier  to 
another,  the  charges  incurred  after  December  31,  1972,  determined  to 
be  reasonable,  may  not  exceed  the  lowest  charge  levels  at  which  such 
services,  supplies,  and  equipment  are  widely  and  consistently  avail- 
able in  a  locality  except  to  the  extent  and  under  circumstances  specified 
by  the  Secretary.  With  respect  to  power- operated  wheelchairs  for 
which  payment  may  be  made  in  accordance  with  section  1861  (s) 
(6),  charges  determined  to  be  reasonable  may  not  exceed  the  lowest 
charge  at  which  power-operated  wheelchairs  are  available  in  the  lo- 
cality. 

(D)  The  Secretary  shall  determine  separate  statewide  prevailing 
charge  levels  for  each  State  that,  on  the  basis  of  statistical  data  and 
methodology  acceptable  to  the  Secretary,  would  cover  50  percent  of 
the  customary  charges  made  for  similar  services  in  the  State  during 
the  last  preceding  calendar  year  elapsing  prior  to  the  start  of  the  fiscal 
year  in  which  the  bill  is  submitted  or  the  request  for  payment  is  made. 
In  States  with  more  than  one  carrier,  the  stateivide  prevailing  charge 
level  shall  be  the  weighted  average  of  the  fiftieth  percentiles  of  the  cus- 
tomary charges  of  each  carrier. 

(E)  Notwithstanding  any  other  provision  of  this  paragrah,  any 
charge  for  any  particular  service  or  procedure  performed  by  a  doctor 
of  medicine  or  osteopathy  shall  be  regarded  as  a  reasonable  charge  if — 

(i)  the  service  or  procedure  is  performed  in  an  area  which  the 
Secretary  has  designated  as  a  physician  shortage  area,  taking  into 
account  the  criteria  used  in  making  the  designation  of  a  rural 
health  clinic  under  divisions  (I)  and  (II)  of  section  1861  (aa) 

ma), 

(ii)  the  physician  has  a  regular  practice  in  the  physician  short- 
age area, 
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(Hi)  the  charge  does  not  exceed  the  prevailing  charge  level  as 
determined  under  subparagraph  (Z>),  and 

(iv)  the  charge  does  not  exceed  the  amount  generally  charged 
by  such  physician  for  similar  services, 
(F)  The  amount  of  any  charges  for  outpatient  services  which  shall 
be  considered  reasonable  shall  be  subject  to  the  limitations  established 
by  regulations  issued  by  the  Secretary  pursuant  to  section  1861 
(v)(l)(K). 

t  W  ]  (5)  Each  contract  under  this  section  shall  be  for  a  term  of  at 
least  one  year,  and  may  be  made  automatically  renewable  from  term  to 
term  in  the  absence  of  notice  by  either  party  of  intention  to  terminate 
at  the  end  of  the  current  term ;  except  that  the  Secretary  may  termi- 
nate any  such  contract  at  anytime  (after  such  reasonable  notice  and 
opportunity  for  hearing  to  the  carrier  involved  as  he  may  provide  in 
regulations)  if  he  finds  that  the  carrier  has  failed  substantially  to 
carry  out  the  contract  or  is  carrying  out  the  contract  in  a  manner 
inconsistent  with  the  efficient  and  effective  administration  of  the  insur- 
ance program  established  by  this  part. 

£(5)  J  (6)  No  payment  under  this  part  for  a  service  provided  to  any 
individual  shall  (except  as  provided  in  section  1870)  be  made  to  any- 
one other  than  such  individual  or  (pursuant  to  an  assignment  de- 
scribed in  subparagraph  (B)  (ii)  of  paragraph  (3))  the  physician  or 
other  person  who  provided  the  service,  except  that  payment  may  be 
made  (A)  to  the  employer  of  such  physician  or  other  person  if  such 
physician  or  other  person  is  required  as  a  condition  of  his  employment 
to  turn  over  his  fee  for  such  service  to  his  employer,  or  (B)  (where  the 
service  was  provided  in  a  hospital,  clinic,  or  other  facility)  to  the  facil- 
ity in  which  the  service  was  provided  if  there  is  a  contractual  arrange- 
ment between  such  physician  or  other  person  and  such  facility  under 
which  such  facility  submits  the  bill  for  such  service.  No  payment  which 
under  the  preceding  sentence  may  be  made  directly  to  the  physician  or 
other  person  providing  the  service  involved  (pursuant  to  an  assign- 
ment described  in  subparagraph  (B)  (ii)  of  paragraph  (3))  shall  be 
made  to  anyone  else  under  a  reassignment  or  power  of  attorney  (ex- 
cept to  an  employer  or  facility  as  described  in  clause  (A)  or  (B)  of 
such  sentence)  ;  but  nothing  in  this  subsection  shall  be  construed  (i) 
to  prevent  the  making  of  such  a  payment  in  accordance  with  an  as- 
signment from  the  individual  to  whom  the  service  was  provided  or  a 
reassignment  from  the  physician  or  other  person  providing  such  serv- 
ice if  such  assignment  or  reassignment  is  made  to  a  governmental 
agency  or  entity  or  is  established  by  or  pursuant  to  the  order  of  a  court 
of  competent  jurisdiction,  or  (ii)  to  preclude  an  agent  of  the  physician 
or  other  person  providing  the  service  from  receiving  any  such  payment 
if  (but  only  if)  such  agent  does  so  pursuant  to  an  agency  agreement 
under  which  the  compensation  to  be  paid  to  the  agent  for  his  services 
for  or  in  connection  with  the  billing  or  collection  of  payments  due  such 
phvsician  or  other  person  under  this  title  is  unrelated  (directly  or 
indirectly)  to  the  amount  of  such  payments  or  the  billings  therefor, 
and  is  not  dependent  upon  the  actual  collection  of  any  such  payment.1 
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State  Agreements  for  Coverage  of  Eligible  Individuals  Who  Are 
Receiving  Money  Payments  Under  Public  Assistance  Programs 
(or  Are  Eligible  for  Medical  Assistance) 

Sec.  1843.  *  *  * 

(i)  Coverage  extended  to  additional  groups  of  individuals  under 
an  agreement  (or  modification  of  an  agreement)  requested  by  a  State 
during  1981  shall  not  extend  to  items  and  services  furnished  under  this 
part  after  the  second  month  beginning  after  the  date  of  the  enactment 
of  this  subsection. 

*  *  *  *  *  *  * 

Part  C — Miscellaneous  Provisions 
Definition  of  Services,  Institutions,  Etc. 

Sec.  1861.  For  purposes  of  this  title — 

*  *  *  *  *  • 

Medical  and  Other  Health  Services 

(s)  The  term  "medical  and  other  health  services"  means  any  of  the 
following  items  or  services : 

******* 

(8)  prosthetic  devices  (other  than  dental)  which  replace  all  or 
part  of  an  internal  body  organ  (including  colostomy  bags  and 
supplies  directly  related  to  colostomy  care)  including  replacement 
of  such  devices ;  and 

(9)  leg,  arm,  back,  and  neck  braces,  and  artificial  legs,  arms, 
and  eyes,  including  replacements  if  required  because  of  a  change 
in  the  patient's  physical  condition[ ;  and]. 

■[(10)  pneumococcal  vaccine  and  its  administration.] 
No  diagnostic  tests  performed  in  any  laboratory  which  is  independent 
of  a  physician's  office,  a  rural  health  clinic,  or  a  hospital  (which,  for 
purposes  of  this  sentence,  means  an  institution  considered  a  hospital 
for  purposes  of  section  1814(d))  shall  be  included  within  paragraph 
(3)  unless  such  laboratory — 

[(11)]  (10)  if  situated  in  any  State  in  which  State  or  appli- 
cable local  law  provides  for  licensing  of  establishments  of  this 
nature,  (A)  is  licensed  pursuant  to  such  law,  or  (B)  is  approved, 
by  the  agency  of  such  State  or  locality  responsible  for  licensing 
establishments  of  this  nature,  as  meeting  the  standards  established 
for  such  licensing ;  and 

[(12)]  (j^Q  meets  such  other  conditions  relating  to  the  health 
and  safety  of  individuals  with  respect  to  whom  such  tests  are  per- 
formed as  the  Secretary  may  find  necessary. 
There  shall  be  excluded  from  the  diagnostic  services  specified  in 
paragraph  (2)  (C)  any  item  or  service  (except  services  referred  to 
in  paragraph  (1) )  which — 

[(13)]  would  not  be  included  under  subsection  (b)  if  it 
were  furnished  to  an  inpatient  of  a  hospital ;  or 
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[(14)]  (13)  is  furnished  under  arrangements  referred  to  in 
such  paragraph  (2)  (C)  unless  furnished  in  the  hospital  or  in 
other  facilities  operated  by  or  under  the  supervision  of  the  hos- 
pital or  its  organized  medical  staff. 

******* 
Provider  of  Services 

(u)  The  term  "provider  of  services"  means  a  hospital,  skilled  nurs- 
ing facility,  comprehensive  outpatient  rehabilitation  facility,  home 
health  agency,  [detoxification  facility,]  or,  for  purposes  of  section 
1814  (g)  and  section  1835  (e) ,  a  fund. 

Reasonable  Cost 

(v)(l)  *  *  * 

(G)  (i)  In  any  case  in  which  a  hospital  provides  inpatient  services 
to  an  individual  that  would  constitute  post-hospital  extended  care 
services  if  provided  by  a  skilled  nursing  facility  and  a  Professional 
Standards  Review  Organization  (or,  in  the  absence  of  such  a  quali- 
fied organization,  an  organization  or  agency  with  review  responsi- 
bility as  is  otherwise  provided  for  under  part  A  of  title  XI)  deter- 
mines that  inpatient  hospital  services  for  the  individual  are  not 
medically  necessary  but  post-hospital  extended  care  services  for  the 
individual  are  medically  necessary  and  such  extended  care  services 
are  not  otherwise  available  to  the  individual  (as  determined  in  ac- 
cordance with  criteria  established  by  the  Secretary)  at  the  time  of 
such  determination,  payment  for  such  services  provided  to  the  indi- 
vidual shall  continue  to  be  made  under  this  title  at  the  payment 
rate  described  in  clause  (ii)  during  the  period  in  which — 

(I)  such  post-hospital  extended  care  services  for  the  individ- 
ual are  medically  necessary  and  not  otherwise  available  to  the 
individual  (as  so  determined) , 

(II)  inpatient  hospital  services  for  the  individual  are  not 
medically  necessary,  and 

(III)  the  individual  is  entitled  to  have  payment  made  for 
post-hospital  extended  care  services  under  this  title, 

except  that  if  the  Secretary  determines  that  [the  hospital  had  (dur- 
ing the  immediately  preceding  calendar  year)  and  average  daily 
occupancy  rate  of  80  percent  or  more],  there  is  not  an  excess  of  hospi- 
tal beds  in  such  hospital  or  in  the  area  of  such  hospital  which  could 
be  converted  for  use  in  providing  extended  care  services  such  payment 
shall  be  made  (during  such  period)  on  the  basis  of  the  reasonable  cost 
of  inpatient  hospital  services. 

[(iv)  For  the  purpose  of  determining  the  occupancy  rate  with  re- 
spect to  hospitals  under  clause  (i)  — 

(I)  public  hospital  under  common  ownership  may  elect  (with 
the  approval  of  the  Secretary)  to  be  treated  as  a  single  hospital, 
and 

(II)  beginning  two  years  after  the  date  this  subparagraph  is 
first  applied  with  respect  to  a  hospital,  the  Secretary,  to  the 
extent  feasible,  shall  not  treat  as  an  inpatient  an  individual 
with  respect  to  whom  payment  is  made  to  the  hospital  only  be- 
cause of  this  subparagraph  or  section  1902  (h) .] 
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(J)  Such  regulations  shall  provide  that  an  inpatient  routine  nurs- 
ing salary  cost  differential  shall  he  allowable  as  a  reimbursable  cost  of 
hospitals,  at' a  rate  not  to  exceed  1^.5  percent,  to  be  applied  in  the  same 
manner  as  the  nursing  salary  cost  differential  was  applied  to  such  costs 
for  the  month  of  April  1981. 

(K)  The  Secretary  shall  issue  regulations  that  provide  for  the 
establishment  of  limitations  on  the  amount  of  any  costs  or  charges  that 
shall  be  considered  reasonable  with  respect  to  services  provided  on  an 
outpatient  basis  by  hospitals,  community  health  centers,  or  clinics 
(other  than  rural  health  clinics) ,  which  are  reimbursed  on  a  cost  basis 
or  on  the  basis  of  cost  related  charges,  and  by  physicians  utilizing  such 
outpatient  facilities.  Such  limitations  shall  be  reasonably  related  to 
the  reasonable  charges  in  the  same  area  for  similar  services  provided  in 
physicians  offices. 

******* 

Arrangements  for  Certain  Services 

(w)  (1)  The  term  "arrangements"  is  limited  to  arrangements  under 
which  receipt  of  payment  by  the  hospital,  a  skilled  nursing  facility,  or 
home  health  agency  (whether  in  its  own  right  or  as  agent),  with  re- 
spect to  services  for  which  an  individual  is  entitled  to  have  payment 
made  under  this  title,  discharges  the  liability  of  such  individual  or  any 
other  person  to  pay  for  the  services. 

(2)  Utilization  review  activities  conducted,  in  accordance  with  the 
requirements  of  the  program  established  under  part  B  of  title  XI  of 
the  Social  Security  Act  with  respect  to  services  furnished  by  a  hos- 
pital to  patients  insured  under  part  A  of  this  title  or  entitled  to  have 
pavment  made  for  such  services  under  part  B  of  this  title  or  under 
a  State  plan  approved  under  title  [V  or]  XIX,  by  a  Professional 
Standards  Review  Organization  designated  for  the  area  in  which  such 
hospital  is  located  shall  be  deemed  to  have  been  conducted  pursuant  to 
arrangements  between  such  hospital  and  such  organization  under 
which  such  hospital  is  obligated  to  pay  to  such  organization,  as  a  con- 
dition of  receiving  payment  for  hospital  services  so  furnished  under 
this  part  or  under  such  a  State  plan,  such  amount  as  is  reasonably  in- 
curred and  requested  (as  determined  under  regulations  of  the  Secre- 
tary) by  such  organization  in  conducting  such  review  activities  with 
respect  to  sendees  furnished  by  such  hospital  to  such  patients. 

*  *  *  *  *  *  * 

Rural  Health  Clinic  Services 

(aa)  (1)  The  term  "rural  health  clinic  services"  means — 

(A)  physicians'  services  and  such  services  and  supplies  as  are 
covered  under  section  1861  (s)  (2)  (A)  if  furnished  as  an  incident 
to  a  physician's  professional  service  [and  items  and  services 
described  in  section  1861  (s)  (10)  J, 

******* 

[Alcohol  Detoxification  Facility  Services 

[(bb)  (1)  The  term  "alcohol  detoxification  facility  services"  means 
services  provided  by  a  detoxification  facility  in  order  to  reduce  or 
eliminate  the  amount  of  alcohol  in  the  body,  but  only  to  the  extent 
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that  such  services  would  be  covered  under  subsection  (b)  if  furnished 
as  inpatient  services  by  a  hospital,  or  are  physicians'  services  covered 
under  subsection  (s). 

[(2)  The  term  "detoxification  facility"  means  a  public  or  voluntary 
community-based  nonprofit  facility,  other  than  a  hospital,  which — 
[(A)   is  engaged  in  furnishing  or  inpatients  the  services 
described  in  paragraph  (1)  ; 

[(B)  is  accredited  by  the  Joint  Commission  on  the  Accredita- 
tion of  Hospitals  as  meeting  the  Accreditation  Program  for 
Psychiatric  Facilities  standards  (1979  edition) ,  or  is  found  by  the 
Secretary  to  meet  such  standards; 

[(C)  has  arrangements  with  one  or  more  hospitals,  having 
agreements  in  effect  under  section  1866,  for  the  referral  and 
admission  of  patients  requiring  services  not  available  at  the 
facility;  and 

[(D)  meets  such  other  requirements  as  the  Secretary  may  find 
necessary  in  the  interest  of  the  health  and  safety  of  individuals 
who  are  furnished  services  by  the  facility.] 

******* 

Exclusions  From  Coverage 

Sec.  1862.  (a)  Notwithstanding  any  other  provisions  of  this  title,  no 
payment  may  be  made  under  part  A  or  part  B  for  any  expenses 
incurred  for  items  or  services — 

(1)  which  are  not  reasonable  and  necessary  for  the  diagnosis 
or  treatment  of  illness  or  injury  or  to  improve  the  functioning  of 
a  malformed  body  member  [,  or,  in  the  case  of  items  and  services 
described  in  section  1861  (s)  (10),  which  are  not  reasonable  and 
necessary  for  the  prevention  of  illness] ; 

(7)  where  such  expenses  are  for  routine  physical  checkups,  eye- 
glasses or  eye  examinations  for  the  purpose  of  prescribing,  fitting, 
or  changing  eyeglasses,  procedures  performed  ( during  the  course 
of  any  eye  examination)  to  determine  the  refractive  state  of  the 
eves,  hearing  aids  or  examinations  therefor,  or  immunizations 
[(except  as  otherwise  allowed  under  section  1861  (s)  (10)  and 
paragraph  (1))]; 

******* 

(12)  where  such  expenses  are  for  services  in  connection  with  the 
care,  treatment,  filling,  removal,  or  replacement  of  teeth  or  struc- 
tures directly  supporting  teeth,  except  that  payment  may  be  made 
under  part  A  in  the  case  of  inpatient  hospital  services  in  connec- 
tion with  the  provision  of  such  dental  services  if  the  individual, 
because  of  his  underlying  medical  condition  and  clinical  status, 
[or  because  of  the  severity  of  the  dental  procedure,]  requires 
hospitalization  in  connection  with  the  provision  of  such  services ; 
or 

(13)  where  such  expenses  are  for — 

(A)  the  treatment  of  flat  foot  conditions  and  the  prescrip- 
tion of  supporting  devices  therefor, 

( B )  the  treatment  of  subluxations  of  the  foot,  or 
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(C)  routine  foot  care  (including  the  cutting  or  removal  of 
corns,  or  calluses,  the  trimming  of  nails,  and  other  routine 
hygienic  care) . 

(b)(1)  Payment  under  this  title  may  not  be  made  with  respect  to 
any  item  or  service  to  the  extent  that  payment  has  been  made,  or  can 
reasonably  be  expected  to  be  made  (as  determined  in  accordance  with 
regulations) ,  with  respect  to  such  item  or  service,  under  a  workmen's 
compensation  law  or  plan  of  the  United  States  or  a  State  or  under 
an  automobile  or  liability  insurance  policy  or  plan  (including  a  self- 
insured  plan)  or  under  no  fault  insurance.  Any  payment  under  this 
title  with  respect  to  any  item  or  service  shall  be  conditioned  on 
reimbursement  to  the  appropriate  Trust  Fund  established  by  this  title 
when  notice  or  other  information  is  received  that  payment  for  such 
item  or  service  has  been  made  under  such  a  law  or  plan,  policy,  or 
insurance.  The  Secretary  may  waive  the  provisions  of  this  subsection 
in  the  case  of  an  individual  claim  if  he  determines  that  the  probability 
of  recovery  or  amount  involved  in  such  claim  does  not  warrant  the 
pursuing  of  the  claim. 

(2)  (A)  In  the  case  of  con  individual  who  is  entitled  to  benefits  under 
part  A  or  is  eligible  to  enroll  under  part  B  solely  by  reason  of  section 
226 A,  payment  under  this  title  may  not  be  made  with  respect  to  any 
item  or  service  furnished  during  the  period  described  in  subparagraph 
(B)  to  the  extent  that  payment  with  respect  to  expenses  for  such  item 
or  service  has  been  made,  or  can  reasonably  be  expected  to  be  made 
(as  determined  in  accordance  with  regulations)  under  any  other  in- 
surance policy  or  plan. 

(B)  The  provisions  of  subparagraph  (A)  shall  apply  to  an  indi- 
vidual only  during  the  12-month  period  which  begins  with  the  earlier 

°f— 

(i)  the  month  in  which  a  regular  course  of  renal  dialysis  is 
initiated,  or 

(ii)  in  the  case  of  an  individual  who  receives  a  kidney  trans- 
plant, the  first  month  in  which  he  would  be  eligible  for  benefits 
under  this  title  (if  he  had  filed  an  application  for  such  benefits) 
under  the  provisions  of  section  226 (b)  (1)  (B). 

(C)  Where  payment  for  an  item  or  service  under  such  policy  or 
plan  is  less  than  the  amount  of  the  charge  for  such  item  or  service, 
payment  may  be  made  under  this  title  (without  regard  to  deductibles 
and  coinsurance  under  this  title)  for  the  remainder  of  such  charge, 
but  

(i)  such  payment  under  this  title  may  not  exceed  an  amount 
which  would  be  payable  under  this  title  for  such  item  or  service 
in  the  absence  of  such  insurance  policy  or  health  benefit  plan; 
and 

(ii)  such  payment  under  this  title,  when  combined  with  the 
amount  payable  under  such  policy  or  plan,  may  not  exceed  the 
combined  amount  which  would  have  been  payable  under  this  title 
and  such  policy  or  plan  if  this  paragraph  were  not  in  effect. 

(3)  (A)  Payment  may  not  be  made  under  this  title  to  or  on  behalf  of 
any  individual  with  respect  to  any  item  or  service  to  the  extent  that 
payment  for  such  item  or  serivce  has  been  made,  or  can  reasonably  be 
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expected  to  be  made  (as  determined  m  accordance  with  regulations), 
under  any  health  benefits  flan  in  which  such  individual  or  a  member 
of  his  family  is  enrolled  under  the  provisions  of  chapter  89  of  title  5, 
United  States  Code. 

(B)  Where  payment  for  an  item  or  service  under  such  a  plan  is  less 
than  the  amount  of  the  charge  for  such  item  or  service,  payment  may 
be  made  under  this  title  (without  regard  to  deductibles  and  coinsur- 
ance under  this  title)  for  the  remainder  of  such  charge,  but — 

(i)  such  payment  under  this  title  may  not  exceed  an  amount 
which  would  be  payable  under  this  title  for  such  item  or  service 
in  the  absence  of  such  a  plan;  and 

(ii)  such  payment  under  this  title,  when  combined  with  the 
amount  payable  under  such  a  plan,  may  not  exceed  the  combined 
amount  which  would  have  been  payable  under  this  title  and  such 
plan  if  this  paragraph  were  not  in  effect. 

(C)  N otwithstanding  subparagraphs  (A)  and  (B),  payment  shall 
be  made  under  this  title  as  if  such  subparagraphs  were  not  in  effect  if 
the  Secretary  enters  into  an  agreement  with  the  Director  of  the  Office 
of  Personnel  Management  which  provides  that  payments  shall  be  made 
by  the  Director  to  the  Secretary,  to  be  deposited  into  the  appropriate 
trust  fund,  within  SO  days  after  payment  has  been  made  under  this 
title  with  respect  to  those  items  and  services  described  in  subparagraph 
(A),  in  an  amount  determined  under  subparagraphs  (D)  and  (E). 

(D)  With  respect  to  payments  made  under  part  A  of  this  title 
relating  to  items  and  services  described  in  subparagraph  (A),  the 
amount  of  the  payment  by  the  Director  shall  be  equal  to — 

(i)  the  amount  which  would  be  paid  under  part  A  of  this  title 
with  respect  to  such  items  and  services  if  subparagraphs  {A) 
and  (B)  were  not  in  effect,  multiplied  by 

(ii)  a  fraction,  the  numerator  of  which  is  the  amount  described 
in  clause  (i)  less  the  amount  which  would  have  been  paid  under 
part  A  with  respect  to  such  items  and  services  in  accordance  with 
the  provisions  of  subparagraphs  (A)  and  (B),  and  the  denomi- 
nator of  which  is  the  amount  described  in  clause  (i). 

Amounts  paid  by  the  Director  under  this  subparagraph  shall  be  de- 
posited into  the  Federal  II ospital  Insurance  Trust  Fund. 

(E)  With  respect  to  payments  made  under  part  B  of  this  title  re- 
lating to  items  and  services  described  in  subparagraph  (A ) ,  the  amount 
of  the  payment  by  the  Director  shall  be  equal  to — 

(i)  the  amount  which  would  be  paid  under  part  B  of  this  title 
with  respect  to  such  items  and  services  if  subparagraphs  (A)  and 
(B)  were  not  in  effect,  multiplied  by 

(ii)  a  fraction,  the  numerator  of  which  is  the  amount  described 
in  clause  (i)  less  the  amount  which  would  have  been  paid  under 
part  B  with  respect  to  such  items  and  services  in  accordance  with 
the  provisions  of  subparagraphs  (A)  and  (B),  and  the  denomi- 
nator of  which  is  the  amount  described  in  clause  (i) . 

Amounts  paid  by  the  Director  under  this  subparagraph  shall  be  de- 
posited into  the  Federal  Supplementary  Medical  Insurance  Trust 
Fund. 

(F)  For  purposes  of  subparagraphs  (D)  (ii)  and  (E)  (ii),  the  Di- 
rector and  the  Secretary  shall  jointly  determine  the  fraction  described 
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in  such  subparagraphs  on  an  annual  basis  with  respect  to  all  health 
benefits  plans  referred  to  in  subparagraph  (A )  r  based  upon  the  aver- 
age aggregate  amount  which  would  have  been  paid  under  part  A  or  B 
(as  the  case  may  be)  for  such  items  and  services  in  accordance  with 
subparagraphs  (A)  and  (B)  in  the  case  of  all  such  plans. 

*  *  *  *  *  *  $ 

Use  of  State  Agencies  To  Determine  Compliance  by  Providers  of 
Services  With  Conditions  of  Participation 

Sec.  1864.  (a)  The  Secretary  shall  make  an  agreement  with  any 
State  which  is  able  and  willing  to  do  so  under  which  the  services  of  the 
State  health  agency  or  other  appropriate  State  agency  (or  the  ap- 
propriate local  agencies)  will  be  utilized  by  him  for  the  purpose  of 
determining  whether  an  institution  therein  is  a  hospital  or  skilled 
nursing  facility,  or  whether  an  agency  therein  is  a  home  health  agency, 
or  whether  a  facility  therein  is  a  rural  health  clinic  as  defined  in  section 
1861  (aa)  (2)  or  a  comprehensive  outpatient  rehabilitation  facility  as 
defined  in  section  1861 (cc)  (2),  or  whether  a  laboratory  meets  the  re- 
quirements of  paragraphs  [(11)  and  (12]  (10)  and  (11)  of  section 
1861  (s),  or  whether  a  clinic,  rehabilitation  agency  or  public  health 
agency  meets  the  requirements  of  subparagraph  (A)  or  (B),  as  the 
case  may  be,  of  section  1861  (p)  (4) ,  or  whether  an  ambulatory  surgical 
center  meets  the  standards  specified  under  section  1832(a)  (2)  (F)  (i). 
To  the  extent  that  the  Secretary  finds  it  appropriate,  an  institution  or 
agency  which  such  a  State  (or  local)  agency  certifies  is  a  hospital, 
skilled  nursing  facility,  rural  health  clinic,  comprehensive  outpatient 
rehabilitation  facility,  or  home  health  agency  (as  those  terms  are  de- 
fined in  section  1861)  may  be  treated  as  such  by  the  Secretary.  Any 
State  agency  which  has  such  an  agreement  may  (subject  to  approval  of 
the  Secretary)  furnish  to  a  skilled  nursing  facility  after  proper  re- 
quest by  such  facility,  such  specialized  consultative  services  (which 
such  agency  is  able  and  willing  to  furnish  in  a  manner  satisfactory  to 
the  Secretary)  as  such  facility  may  need  to  meet  one  or  more  of  the 
conditions  specified  in  section  1861  (j).  Any  such  services  furnished  by 
a  State  agenrv  shall  be  deemed  to  have  been  furnished  pursuant  to  such 
agreement.  Within  90  days  following  the  completion  of  each  survey  of 
any  health  care  facility,  ambulatorv  surgical  center,  rural  health  clinic, 
comprehensive  outpatient  rehabilitation  facility,  laboratory,  clinic, 
agency,  or  organization  by  the  appropriate  State  or  local  agency  de- 
scribed in  the  first  sentence  of  this  subsection,  the  Secretary  shall  make 
public  in  readily  available  form  and  place  the  pertinent  findings  of 
each  such  survey  relating  to  the  compliance  of  each  such  health  care 
facilitv,  ambulatorv  surgical  center,  rural  health  clinic,  comprehensive 
outpatient  rehabilitation  facility,  laboratory,  clinic,  agency,  or  orga- 
nization with  (1)  the  statutory  conditions  of  participation  imposed 
under  this  title  and  (2^  the  maior  additional  conditions  which  the  Sec- 
retary finds  necessary  in  the  interest  of  health  and  safety  of  individuals 
who  are  furnished  care  or  services  bv  anv  such  health  care  facility, 
ambulatorv  surgical  center,  rural  health  clinic,  comprehensive  outpa- 
tient rehabilitation  facility,  laboratory,  clinic,  agency,  or  organization. 
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Agreements  With  Providers  of  Services 

Sec.  1866.  (a)  (1)  Any  provider  of  services  (except  a  fund  desig- 
nated for  purposes  of  section  1814(g)  and  section  1835(e))  shall  be 
qualified  to  participate  under  this  title  and  shall  be  eligible  for  pay- 
ments under  this  title  if  it  files  with  the  Secretary  an  agreement — 
(A)  not  to  charge,  except  as  provided  in  paragraph  (2),  any 
individual  or  any  other  person  for  items  or  services  for  which  such 
individual  is  entitled  to  have  payment  made  under  this  title  (or 
for  which  he  would  be  so  entitled  if  such  provider  of  services  had 
complied  with  the  procedural  and  other  requirements  under  or 
pursuant  to  this  title  or  for  which  such  provider  is  paid  pursuant 
to  the  provisions  of  section  1814  (e) ) ,  and 

[An  agreement  under  this  paragraph  with  a  skilled  nursing  facility 
shall  be  for  a  term  of  not  exceeding  12  months,  except  that  the  Secre- 
tary may  extend  such  term  for  a  period  not  exceeding  2  months,  where 
the  health  and  safety  of  patients  will  not  be  jeopardized  thereby,  if  he 
finds  that  such  extension  is  necessary  to  prevent  irreparable  harm  to 
such  facility  or  hardship  to  the  individuals  being  furnished  items  or 
services  by  such  facility  or  if  he  finds  it  impracticable  within  such  12- 
month  period  to  determine  whether  such  facility  is  complying  with 
the  provisions  of  this  title  and  regulations  thereunder.] 

(2)  (A)  A  provider  of  services  may  charge  such  individual  or  other 
person  (i)  the  amount  of  any  deduction  or  coinsurance  amount  imposed 
pursuant  to  section  1813(a)  (1)  or  (a)  (3),  section  1833(b),  or  section 
1861  (y)  (3)  with  respect  to  such  items  and  services  (not  in  excess  of  the 
amount  customarily  charged  for  such  items  and  services  by  such  pro- 
vider), and  (ii)  an  amount  equal  to  20  per  centum  of  the  reasonable 
charges  for  such  items  and  services  (not  in  excess  of  20  per  centum  of 
the  amount  customarily  charged  for  such  items  and  services  by  such 
provider)  for  which  payment  is  made  under  part  B  (but  in  the  case  of 
items  and  services  furnished  to  individuals  with  end-stage  renal  dis- 
ease, an  amount  equal  to  20  percent  of  the  estimated  amounts  for  such 
items  and  services  calculated  on  the  basis  established  by  the  Secretary) . 
In  the  case  of  items  and  services  described  in  section  1833(c),  clause 
(ii)  of  the  preceding  sentence  shall  be  applied  by  substituting  for  20 
per  centum  the  proportion  which  is  appropriate  under  such  section. 
[A  provider  of  services  may  not  impose  a  charge  under  clause  (ii)  of 
the  first  sentence  of  this  subparagraph  with  respect  to  items  and  serv- 
ices described  in  section  1861  (s)  (10)  for  which  payment  is  made  under 
part  B.J 

jfc  j|c  #!c  sf?  sjs  «Jc 

TITLE  XIX — GRANTS  TO  STATES  FOR  MEDICAL 
ASSISTANCE  PROGRAMS 

jfj  jj»  Sf»  5§C  5ft  *?* 

State  Plans  for  Medical  Assistance 

Sec.  1902.  (a)  *** 

(10)  provide  — 

(A)  for  making  medical  assistance  available  to  all  indi- 
viduals receiving  aid  or  assistance  under  any  plan  of  the 
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State  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of 
title  IV,  or  with  respect  to  whom  supplemental  security  in- 
come benefits  are  being  paid  under  title  XVI  or  who  is  an 
individual  specified  in  subsection  (1 )  ;  and 

(B)  that  the  medical  assistance  made  available  to  any 
individual  described  in  clause  (A)  — 

(i)  shall  not  be  less  in  amount,  duration,  or  scope 
than  the  medical  assistance  made  available  to  any  other 
such  individual,  and 

(ii)  shall  not  be  less  in  amount,  duration,  or  scope 
than  the  medical  assistance  made  available  to  individuals 
not  described  in  clause  ( A)  ;  [and] 

[(C)  if  medical  assistance  is  included  for  any  group  of 
individuals  who  are  not  described  in  clause  (A)  and  who 
do  not  meet  the  income  and  resources  requirements  of  the 
appropriate  State  plan,  or  the  supplemental  security  income 
program  under  title  XVI,  as  the  case  may  be,  as  determined 
in  accordance  with  standards  prescribed  by  the  Secretary — 

(i)  for  making  medical  assistance  available  to  all  in- 
dividuals who  would,  except  for  income  and  resources, 
be  eligible  for  aid  or  assistance  under  any  such  State  plan 
or  to  have  paid  with  respect  to  them  supplemental  secu- 
rity income  benefits  under  title  XVI,  and  who  have 
insufficient  (as  determined  in  accordance  with  compa- 
rable standards)  income  and  resources  to  meet  the  costs 
of  necessary  medical  and  remedial  care  and  services,  and 

(ii)  that  the  medical  assistance  made  available  to  all 
individuals  not  described  in  clause  (A)  shall  be  equal 
in  amount,  duration,  and  scope ;] 

(C)  that  if  medical  assistance  is  included  for  any  group  of  individ- 
uals described  in  section  1905(a),  other  than  individuals  described  in 
subparagraph  (-4),  then  the  plan  shall  include  a  description  with  re- 
spect to  each  such  group  of  the  criteria  for  determining  eligibility  for, 
and  the  extent  of.  such  medical  assistance ; 

except  that  (I)  the  making  available  of  the  services  described 
in  paragraph  (4),  (14),  or  (16)  of  section  1905(a)  to  individuals 
meeting  the  age  requirements  prescribed  therein  shall  not,  by 
reason  of  this  paragraph  (10),  require  the  making  available  of 
any  such  services,  or  the  making  available  of  such  services  of  the 
same  amount,  duration,  and  scope,  to  individuals  of  any  other 
ages,  and  (II)  the  making  available  of  supplementary  medical 
insurance  benefits  under  part  B  of  title  XVIII  to  individuals 
eligible  therefor  (either  pursuant  to  an  agreement  entered  into 
under  section  1843  or  by  reason  of  the  payment  of  premiums  un- 
der such  title  by  the  State  agency  on  behalf  of  such  individuals), 
or  provision  for  meeting  part  or  all  of  the  cost  of  deductibles,  cost 
sharing,  or  similar  charges  under  part  B  of  title  XVIII  for  in- 
dividuals eligible  for  benefits  under  such  part,  shall  not,  by  reason 
of  this  paragraph  (10) ,  require  the  making  available  of  any  such 
benefits,  or  the  making  available  of  services  of  the  same  amount, 
duration,  and  scope,  to  any  other  individuals,  [and  (III)  the 
making  available  of  medical  assistance  equal  in  amount,  dura- 
tion, and  scope  to  the  medical  assistance  made  available  to  individ- 
uals described  in  clause  (A)  to  any  classification  of  individuals 
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approved  by  the  Secretary,  with  respect  to  whom  there  is  being 
paid,  or  who  are  eligible,  or  would  be  eligible  if  they  were  not 
in  a  medical  institution,  to  have  paid  with  respect  to  them,  a 
State  supplementary  payment  shall  not,  by  reason  of  this  para- 
graph (10),  require  the  making  available  of  any  such  assistance, 
or  the  making  available  of  such  assistance  of  the  same  amount, 
duration,  and  scope,  to  any  other  individuals  not  described  in 
clause  (A) ;]/ 

•j*  *j*  »j*  *j*  «j*  «j* 

(13)  provide — 

(A)  [(i)  for  the  inclusion  of  some  institutional  and  some 
noninstitutional  care  and  services,  and] 

[(ii)]  for  the  inclusion  of  home  health  services  for  any  in- 
dividual who,  under  the  State  plan,  is  entitled  to  skilled  nurs- 
ing facility  services,  [and] 

(B)  in  the  case  of  individuals  receiving  aid  or  assistance 
under  any  plan  of  the  State  approved  under  title  I,  X,  XIV, 
or  XVI,  or  part  A  of  title  IV,  or  with  respect  to  whom  sup- 
plemental security  income  benefits  are  being  paid  under  title 
XVI,  for  the  inclusion  of  at  least  the  care  and  services  listed 
in  paragraphs  (1)  through  (5)  and  (17)  of  section  1905(a), 
and 

[(C)  in  the  case  of  individuals  not  included  under  subpar- 
agraph (B)  for  the  inclusion  of  at  least — ■ 

(i)  the  care  and  services  listed  in  paragraphs  (1) 
through  (5)  and  (17)  of  section  1905(a)  or 

(ii)  (I)  the  care  and  services  listed  in  any  7  of  the 
paragraphs  numbered  (1)  through  (17)  of  such  section 
and  (II)  in  the  event  the  care  and  services  provided 
under  the  State  plan  include  hospital  or  skilled  nursing 
facility  services,  phvsicians'  services  to  an  individual  in 
a  hospital  or  skilled  nursing  facility  during  any  period 
he  is  receiving  hospital  services  from  such  hospital  or 
skilled  nursing  facility  services  from  such  home,  and] 

[(D)  (i)  for  payment  (except  where  the  State  agency  is 
subject  to  an  order  under  section  1914)  of  the  reasonable  cost 
of  inpatient  hospital  services  provided  under  the  plan,  as 
determined  in  accordance  with  methods  and  standards,  con- 
sistent with  section  1122,  which  shall  be  developed  by  the 
State  and  reviewed  and  approved  by  the  Secretary  and  (after 
notice  of  approval  by  the  Secretary)  included  in  the  plan, 
except  that  the  reasonable  cost  of  any  such  services  as  deter- 
mined under  such  methods  and  standards  shall  not  exceed 
the  amount  which  would  be  determined  under  section  1861  (v) 
as  the  reasonable  cost  of  such  services  for  purposes  of  title 
XVIII,  except  that  in  the  case  of  hospitals  reimbursed  for 
services  under  part  A  of  title  XVIII  in  accordance  with  sec- 
tion 1814(b)  (3),  the  plan  must  provide  for  payment  of  in- 
patient hospital  services  provided  in  such  hospitals  under  the 
plan  in  accordance  with  the  reimbursement  system  used  under 
such  section,  and  (ii)  for  payment  of  the  reasonable  cost  of 
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inappropriate  inpatient  services  (described  in  subsection  (h) 
(1))  for  which  payment  is  provided  only  because  of  sub- 
section (h)  at  the  rate  of  payment  for  such  services  provided 
for  under  such  subsection.] 

[(E) J  (C)  for  payment  (except  where  the  State  agency 
is  subject  to  an  order  under  section  1914)  of  the  hospital 
skilled  nursing  facility,  and  intermediate  care  facility  serv- 
ices provided  under  the  plan  through  the  use  of  rates  (deter- 
mined in  accordance  with  methods  and  standards  developed 
by  the  State)  which  the  State  finds,  and  makes  assurances 
satisfactory  to  the  Secretary,  are  reasonable  and  adequate  to 
meet  the  costs  which  must  be  incurred  by  efficiently  and  eco- 
nomically operated  facilities  in  order  to  provide  care  and 
services  in  conformity  with  applicable  State  and  Federal 
laws,  regulations,  and  quality  and  safety  standards;  and 
such  State  makes  further  assurances,  satisfactory  to  the  Sec- 
retary, for  the  filing  of  uniform  cost  reports  by  [each  skilled 
nursing  or  intermediate  care  facility]  each  hospital,  skilled 
nursing  facility,  and  intermediate  care  facility  and  periodic 
audits  by  the  State  of  such  reports/  except  that  the  rate 
established  by  the  State  for  payment  for  services  provided 
by  hospitals  under  the  plan  must  be  established  at  a  level  such 
that  the  aggregate  of  the  payments  made  under  such  plan  for 
each  fiscal  year  to  hospitals  shall  not  exceed  the  aggregate 
amount  of  such  payments  for  such  fiscal  year  which  would  be 
made  for  provision  of  the  same  services  if  reimbursement  were 
on  a  reasonable  cost  basis  as  determined  under  section  1861  (v) 
for  purposes  of  title  XV III 

[(F)]  (D)  for  payment  for  services  described  in  section 
1905(a)  (2)  (B)  provided  by  a  rural  health  clinic  under  the 
plan  of  100  percent  of  costs  which  are  reasonable  and  related 
to  the  cost  of  furnishing  such  services  or  based  on  such  other 
tests  of  reasonableness,  as  the  Secretary  may  prescribe  in 
regulations  under  section  1833(a)  (3),  or,  in  the  case  of  serv- 
ices to  which  those  regulations  do  not  apply,  on  such  tests 
of  reasonableness  as  the  Secretary  may  prescribe  in  regula- 
tions under  this  subparagraph ; 
******* 

(20)  if  the  State  plan  includes  medical  assistance  in  behalf  of 
individuals  65  years  of  age  or  older  who  are  patients  in  institu- 
tions for  mental  diseases — 

(A)  provide  for  having  in  effect  such  agreements  or  other 
arrangements  with  State  authorities  concerned  with  mental 
diseases,  and,  where  appropriate,  with  such  institutions,  as 
may  be  necessary  for  carrying  out  the  State  plan,  including 
arrangements  for  joint  planning  and  for  development  of 
alternate  methods  of  care,  arrangements  providing  assurance 
of  immediate  readmittance  to  institutions  where  needed  for 
individuals  under  alternate  plans  of  care,  and  arrangements 
providing  for  access  to  patients  and  facilities,  for  furnishing 
information,  and  for  making  reports; 
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(B)  provide  for  an  individual  plan  for  each  such  patient 
to  assure  that  the  institutional  care  provided  to  him  is  in 
his  best  interests,  including,  to  that  end,  assurances  that 
there  will  be  initial  and  periodic  review  of  his  medical  and 
other  needs,  that  he  will  be  given  appropriate  medical 
treatment  within  the  institutions,  and  that  there  will  be  a 
periodical  determination  of  his  need  for  continued  treatment 
in  the  institution ;  and 

(C)  provide  for  the  development  of  alternate  plans  of  care, 
making  maximum  utilization  of  available  resources,  for 
recipients  65  years  of  age  or  older  who  would  otherwise  need 
care  in  such  institutions,  including  appropriate  medical  treat- 
ment and  other  aid  or  assistance;  for  services  referred  to  in 
section  3(a)  (4)  (A)  (i)  and  (ii),  section  603(a)  (1)  (A)  (i) 
and  (ii),  or  section  1603(a)(4)(A)  (i)  and  (ii)  which  are 
appropriate  for  such  recipients  and  for  such  patients;  and 
for  methods  of  administration  necessary  to  assure  that  the 
responsibilities  of  the  State  agency  under  the  State  plan  with 
respect  to  such  recipients  and  such  patients  will  be  effectively 
carried  out;  [and] 

[(D)  provide  methods  of  determining  the  reasonable  cost 
of  institutional  care  for  such  patients;] 
*  *  *  *  *  *  * 

[(23)  except  in  the  case  of  Puerto  Rico,  the  Virgin  Islands, 
and  Guam,  provide  that  any  individual  eligible  for  medical  assist- 
ance (including  drugs)  may  obtain  such  assistance  from  any 
institution,  agency,  community  pharmacy,  or  person,  qualified  to 
perform  the  service  or  services  required  (including  an  organiza- 
tion which  provides  such  services,  or  arranges  for  their  availabil- 
ity, on  a  prepayment  basis),  who  undertakes  to  provide  him  such 
services ;  and  a  State  plan  shall  not  be  deemed  to  be  out  of  com- 
pliance with  the  requirements  of  this  paragraph  or  paragraph 
(1)  or  (10)  solely  by  reason  of  the  fact  that  the  State  (or  any 
political  subdivision  thereof)  has  entered  into  a  contract  with 
an  organization  which  has  agreed  to  provide  care  and  services 
in  addition  to  these  offered  under  the  State  plan  to  individuals 
eligible  for  medical  assistance  who  reside  in  the  geographic  aren 
served  by  such  organization  and  who  elect  to  obtain  such  care 
and  services  from  such  organization,  or  by  reason  of  the  fact 
that  the  plan  provides  for  payment  for  rural  health  cliuic  sprvices 
only  if  those  services  are  provided  by  a  rural  health  clinic;! 
(23)  provide  that  limitations  or  restrictions  elected,  by  a  State 
with  respect  to  choice  by  recipients  of  medical  assistance  provided 
for  by  the  State — 

(A)  must  be  cost-effective  arrangements  tohich  provide 
for  reasonable  payment  based  upon  comparison  of  costs  at 
ivhich  services  of  proper  quality  may  be  obtained  and  are 
actually  available  ( and  for  this  purpose  the  plan  may  pro- 
vide that  such  arrangements  need  not  be  in  effect  in  all 
political  subdivisions  of  the  State  notwithstanding  the  pro- 
visions of  paragraph  (/) ;  and 
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(B)  must  assure  that  such  recipients  shall  have  reason- 
able access  to  services  (taking  into  account  geographic 
location  and  reasonable  traveltime)  for  which  they  are  eligi- 
ble (including  emergency  services  and  provision  for  timely 
referral  and  transfer  to  other  providers  when  medically  ap- 
propriate) through  providers  which  meet  all  applicable 
standards  under  the  State  plan  and  whose  services  are 
available  to  such  recipients ; 
******* 

(b)  The  Secretary  shall  approve  any  plan  which  fulfills  the  condi- 
tions specified  in  subsection  (a)  of  this  section,  except  that  he  shall 
not  approve  any  plan  which  imposes  as  a  condition  for  eligibility  for 
medical  assistance  under  the  plan — 

(1)  an  age  requirement  of  more  than  65  years ;  or 

[(2)  effective  July  1, 1967,  anv  age  requirement  which  excludes 
any  individual  who  has  not  attained  the  age  of  21  and  is  or  would 
except  for  the  provisions  of  section  406(a)  (2),  be  a  dependent 
child  under  part  A  of  subchapter  IV  of  this  chapter ;  or] 

(2)  any  age  requirements  which  excludes  any  individual  who 
has  not  attained  the  age  of  19  and  is  a  dependent  child  under  part 
A  of  title  IV; 

(3)  any  residence  requirement  which  excludes  any  individual 
who  resides  in  the  State ;  or 

(4)  any  citizenship  requirement  which  excludes  any  citizen  of 
the  United  States. 

******* 

(h)  (1)  In  any  case  in  which  a  hospital  provides  inpatient  services 
to  an  individual  that  would  constitute  skilled  nursing  facility  serv- 
ices if  provided  by  a  skilled  nursing  facility  or  that  would  constitute 
intermediate  care  facility  services  if  provided  by  an  intermediate 
care  facility  and  a  Professional  Standards  Review  Organization  (or, 
in  the  absence  of  such  a  qualified  organization,  an  organization  or 
agency  with  review  responsibility  as  is  otherwise  provided  for  under 
part  A  of  title  XI)  determines  that  inpatient  hospital  services  for  the 
individual  are  not  medically  necessary  but  skilled  nursing  facility 
services  or  intermediate  care  facility  services,  respectively,  for  the  in- 
dividual are  medically  necessary  and  such  type  of  facility  services 
are  not  otherwise  available  to  the  individual  (as  determined  in  accord- 
ance with  criteria  established  by  the  Secretary)  at  the  time  of  such 
determination,  payment  for  inpatient  hospital  services  (shall  continue 
to  be  made  under  the  State  plan  approved  under  this  title  at  the  pay- 
ment rate  described  in  paragraph  (2)]  may  continue  to  be  made  under 
the  State  plan  but  at  a.  rate  of  payment  not  to  exceed  the  rate  described 
in  paragraph  (2)  for  such  type  of  services  during  the  period  in 
which — 

(A)  such  skilled  nursing  facility  services  or  intermediate  care 
facility  services  (as  the  case  may  be)  for  the  individual  are 
medically  necessary  and  not  otherwise  available  to  the  individual 
(as  so  determined) 

(B)  inpatient  hospital  services  for  the  individual  are  not 
medically  neecssary,  and 

(C)  the  individual  is  entitled  to  receive  medical  assistance 
with  respect  to  such  facility  services  under  the  State  plan. 
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except  that  if  the  Secretary  determines  that  [the  hospital  had  (during 
the  immediately  preceding  calendar  year)  an  average  daily  occupancy 
rate  of  80  percent  or  more  J,  there  is  not  an  excess  of  hosvUal  heds 
in  such  hospital  or  in  the  area  of  such  hospital  which  could  be  con- 
verted for  use  in  providing  the  required  skilled  nursing  facility 
services  or  intermediate  care  facility  services  (as  the  case  may  be), 
such  payment  [shall]  may  be  made  (during  such  period)  on  the  same 
basis  as  otherwise  used  under  the  State's  plan  for  payments  for  pro- 
viding inpatient  hospital  services. 

******* 

[(4)  For  the  purpose  of  determining  the  occupancy  rate  with  respect 
to  hospitals  under  paragraph  (2)  — 

(A)  public  hospitals  under  common  ownership  may  elect  (with 
the  approval  of  the  Secretary)  to  be  treated  as  a  single  hospital, 
and 

(B)  beginning  two  years  after  the  date  this  subsection  is  first 
applied  with  respect  to  a  hospital,  the  Secret arv,  to  the  extent 
feasible,  shall  not  treat  as  an  inpatient  an  individual  with  respect 
to  whom  payment  is  made  to  the  hospital  only  because  of  this  sub- 
section or  section  1861  (v)  (1)  (G)J 

(k)  (1)  The  Secretary  may  waive  any  reauirements  of  this  title  with 
respect  to  provision  of  or  payment  for  medical  care  in  order  to  permit 
the  State  agency  to  share,  by  means  of  providing  additional  services, 
with  any  recipient  of  medical  assistance  under  the  State  plan,  any 
cost  savmas  which  may  result  from  use  bv  such  recipient  of  medical 
care  which  is  more  cost-effective  than  medical  care  generalhi  provided 
or  paid  for  under  such  plan.  A  waiver  shall  not  be  provided  under  this 
paragraph  unless  the  State  provides  assurances  satisfactory  to  the  Sec- 
retary that  the  orantinq  of  such  waiver  would  not  be  inconsistent  with 
the  nurposes  of  this  title. 

(2)  The  Secretary  may  by  waiver  provide  that  a  State  plan 
approved  under  this  part  ma,y  include  as  'medical  assistance^  under 
such  plan  personal  care  services  and  any  other  services  (other  than 
room  and  board)  approved  by  the  Secretary  tohich  are  provided  pur- 
suant to  a.  plan  of  care  to  an  individual  who,  but  for  such  services,  may 
require  institutionalization  in  a  medical  institution  in  which  the  cost 
of  his  care  could  be  reimbursed,  under  the  State  plan.  A  waiver  shall 
not  be  granted  under  this  paragraph  unless  the  State  provides  assur- 
ances satisfactory  to  the  Secretary  that  necessary  safeguards  have 
been  taken  to  protect  the  health  and  welfare  of  any  recipients  of  such 
services. 

(I)  (I)  The  Secretary  may  by  waiver  provide  that  a  State  plan 
approved  under  this  part  may  include  as  "medical  assistance"  under 
such  plan — 

(^4)  case  management: 

(B)  supervised  living  ; 

(C)  home  services; 

(D)  rehabilitation;  and 

(E)  any  other  nonmedical  services  (other  than  room  and 
board)  approved  by  the  Secretary, 

which  are  provided  pnirsuant  to  a  plan  of  care  to  an  individual  who 
is  mentally  ill,  mentally  retarded,  or  otherwise  at  risk  of  being  institu- 
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tionalized,  if  such  services  were  not  provided,  in  a  medical  institution 
in  which  the  cost  of  his  care  could  he  reimbursed  under  the  State  plan. 

(2)  A  waiver  shall  not  be  granted  under  paragraph  (1)  unless  the 
State  provides  assurances  satisfactory  to  the  Secretary  that  necessary 
safeguards  have  been  taken  to  protect  the  health  and  welfare  of  any 
recipients  of  such  services. 

(m)  Individuals  specified  in  section  1902 (a)  (10)  (A)  shall  include — 

(1)  any  child  on  whose  behalf  foster  care  maintenance  pay- 
ments are  being  made  under  any  program  administered  by  or 
administered  under  the  supervision  of  the  State — 

(A)  who  would  meet  the  requirements  of  section  406(a)  or 
of  section  407  but  for  his  removal  from  the  home  of  a  relative 
specif  ed  in  section  lp06(a) ; 

(B)  whose  removal  from  the  home  was  the  result  of  a 
judicial  determination  to  the  effect  that  continuation  therein 
tvould  be  contrary  to  the  welfare  of  such  child;  and 

(C)  (i)  who  received  aid  under  the  State  plan  approved 
under  section  Jp02  in  or  for  the  month  in  which  court  pro- 
ceedings leading  to  the  removal  of  the  child  from  the  home 
were  initiated. 

(ii)  ivho  would  have  received  such  aid  in  or  for  such  month 
if  application  had  been  made  therefor,  or 

(Hi)  who  had  been  living  tcith  a  relative  specified  in  section 
406(a)  ivithin  six  months  prior  to  the  month  in  which  such 
proceedings  toere  initiated,  and  would  have  received  such  aid 
in  or  for  sueh  month  if  in  such  month  he  had  been  living  with 
such  a  relative  and  application  therefor  had  been  made;  and 

(2)  any  child  on  whose  behalf  adoption  assistance  payments 
are  being  made  under  any  program  administered,  by  or  admin- 
istered under  the  supervision  of  the  State — 

(^4)  who  but  for  adoption  would  meet  the  requirements 
specified  in  paragraph  (1),  or 

(B)  who  but  for  adoption  would  meet  the  requirements 
of  title  XVI  with  respect  to  eligibility  for  supplemental  secu- 
rity income  benefits. 

Payment  to  States 

Sec.  1903.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 
(except  as  otherwise  provided  in  this  section)  shall  pay  to  each  State 
which  has  a  plan  approved  under  this  title,  for  each  quarter,  begin- 
ning with  the  quarter  commencing  January  1, 1966 

(1)  an  amount  equal *to  the  Federal  medical  assistance  per- 
centage (as  defined  in  section  1905(b),  subject  to  subsections  (g), 
(h),  and  (j)  of  this  section)  of  the  total  amount  expended  during 
such,  quarter  as  medical  assistance  under  the  State  plan  (including 
expenditures  for  premiums  under  part  B  of  title  XVIII,  for 
individuals  who  are  eligible  for  medical  assistance  under  the  plan 
arid  (A)  are  receiving  aid  or  assistance  under  any  plan  of  the 
State  approved  under  title  I,  X,  XIV.  or  XVI,  or  part  A  of  title 
IV,  or  with  respect  to  whom  supplemental  security  income  bene- 
fits are  being  paid  under  title  XVI,  or  (B)  with  respect  to  whom 
there  is  being  paid  a  State  supplementary  payment  and  are  eligi- 
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ble  for  medical  assistance  equal  in  amount,  duration,  and  scope 
to  the  medical  assistance  made  available  to  individuals  described 
in  section  1902(a)  (10)  (A),  and,  except  in  the  case  of  individuals 
sixty-five  years  of  age  or  older  and  disabled  individuals  entitled 
to  hospital  insurance  benefits  under  title  XVIII  or  who  are  not 
enrolled  under  part  B  of  title  XVIII,  other  insurance  premiums 
for  medical  or  any  other  type  of  remedial  care  or  the  cost  there- 
of);  [plusj 

(2)  an  amount  equal  to  75  per  centum  of  so  much  of  the  sums 
expended  during  such  quarter  (as  found  necessary  by  the  Secre- 
tary for  the  proper  and  efficient  administration  of  the  State  plan) 
as  are  attributable  to  compensation  or  training  of  skilled  pro- 
fessional medical  personnel,  and  staff  directly  supporting  such 
personnel  of  the  State  agency  or  any  other  public  agency ;  [plus] 

(3)  an  amount  equal  to — 

(A)  (i)  90  per  centum  of  so  much  of  the  sums  expended 
during  such  quarter  as  are  attributable  to  the  design,  develop- 
ment, or  installation  of  such  mechanized  claims  processing 
and  information  retrieval  systems  as  the  Secretary  determines 
are  likely  to  provide  more  efficient,  economical,  and  effective 
administration  of  the  plan  and  to  be  compatible  with  the 
claims  processing  and  information  retrieval  systems  utilized 
in  the  administration  of  title  XVIII,  including  the  State's 
share  of  the  cost  of  installing  such  a  system  to  be  used  jointly 
in  the  administration  of  such  State's  plan  and  the  plan  of 
any  other  State  approved  under  this  title,  and 

(ii)  90  per  centum  of  so  much  of  the  sums  expended  during 
any  such  quarter  in  the  fiscal  year  ending  June  30,  1972,  or 
the  fiscal  year  ending  June  30,  1973,  as  are  attributable  to 
the  design,  development,  or  installation  of  cost  determination 
systems  for  State-owned  general  hospitals  (except  that  the 
total  amount  paid  to  all  States  under  this  clause  for  either 
such  fiscal  year  shall  not  exceed  $150,000),  and 

(B)  75  per  centum  of  so  much  of  the  sums  expended  dur- 
ing such  quarter  as  are  attributable  to  the  operation  of  sys- 
tems (whether  such  systems  are  operated  directly  by  the 
State  or  by  another  person  under  a  contract  with  the  State) 
of  the  type  described  in  subparagraph  (A)  (i)  (whether  or 
not  designed,  developed,  or  installed  with  assistance  under 
such  subparagraph)  which  are  approved  by  the  Secretary 
and  which  include  provision  or  prompt  written  notice  to 
each  individual  who  is  furnished  services  covered  by  the  plan, 
or  to  each  individual  in  a  sample  group  of  individuals  who 
are  furnished  such  services,  of  the  specific  services  (other  than 
confidential  services)  so  covered,  the  name  of  the  person 
or  persons  furnishing  the  services,  the  date  or  dates  on  which 
the  services  were  furnished,  and  the  amount  of  the  payment 
or  payments  made  under  the  plan  on  account  of  the  services ; 
[plus] 

(4)  an  amount  equal  to  100  per  centum  of  the  sums  expended 
with  respect  to  costs  incurred  during  such  quarter  (as  found  neces- 
sary by  the  Secretary  for  the  proper  and  efficient  administration 
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of  the  State  plan)  which  are  attributable  to  compensation  or 
training  of  personnel  (of  the  State  agency  or  any  other  public 
agency)  responsible  for  inspecting  puolic  or  private  institutions 
(or  portions  thereof)  providing  long-term  care  to  recipients  of 
medical  assistance  to  determine  whether  such  institutions  comply 
with  health  or  safety  standards  applicable  to  such  institutions 
under  this  Act ;  [plus] 

(5)  an  amount  equal  to  90  per  centum  of  the  sums  expended 
during  such  quarter  which  are  attributable  to  the  offering,  ar- 
ranging, and  furnishing  (directly  or  on  a  contract  basis)  of 
family  planning  services  and  supplies ; 

( 6 )  subj  ect  to  subsection  ( b )  ( 3 ) ,  an  amount  equal  to — 

(A)  90  per  centum  of  the  sums  expended  during  such  a 
quarter  within  the  twelve-quarter  period  beginning  with  the 
first  quarter  in  which  a  payment  is  made  to  the  State  pur- 
suant to  this  paragraph,  and 

(B)  75  per  centum  of  the  sums  expended  during  each  suc- 
ceeding calendar  quarter, 

with  respect  to  costs  incurred  during  such  quarter  (as  found  nec- 
essary by  the  Secretary  for  the  elimination  of  fraud  in  the  provi- 
sion and  administration  of  medical  assistance  provided  under  the 
State  plan)  which  are  attributable  to  the  establishment  and  oper- 
ation of  (including  the  training  of  personnel  employed  by)  a 
State  medicaid  fraud  control  unit  (described  in  subsection  (q))  ; 
[plus] 

ECO]  (8)  an  amount  equal  to  50  per  centum  of  the  remainder 
of  the  amounts  expended  during  such  quarter  as  found  necessary 
by  the  Secretary  for  the  proper  and  efficient  administration  of  the 
State  plan. 

******* 

(7)  an  amount  equal  to  100  percent  of  the  reasonable  costs  in- 
curred (not  to  exceed  $10  per  vaccination)  in  such  quarter  in  ad- 
ministering pneumococcal  vaccine  (including  the  cost  of  the  vac- 
cine) to  any  individual  aged  65  or  older  who  is  elidible  under  the 
plan  or  who  is  receiving  supplemental  security  income  "benefits 
under  title  XVI,  by  any  physician  or  other  provider  who  par- 
ticipates in  the  State  plan,  or  by  a  State  or  local  health  depart- 
ment in  such  State;  and 

(d)  *  *  * 

(5)  In  any  case  in  which  the  Secretary  estimates  that  there  has 
been  an  overpayment  under  this  section  to  a  State  on  the  basis  of  a 
claim  by  such  State  that  has  been  disallowed  by  the  Secretary  under 
section  1116(d),  and  such  State  disputes  such  disallowance,  the 
amount  of  the  Federal  payment  in  controversy  [shall,  at  the  option  of 
the  State,  be  retained  by  such  State  or  recovered]  shall  be  recovered 
by  the  Secretary  pending  a  final  determination  with  respect  to  such 
payment  amount.  [If  such  final  determination  is  to  the  effect  that  any 
amount  was  properly  disallowed,  and  the  State  chose  to  retain  pay- 
ment of  the  amount  in  controversy,  the  Secretary  shall  offset,  from  any 
subsequent  payments  made  to  such  State  under  this  title,  an  amount 
equal  to  the  proper  amount  of  the  disallowance  plus  interest  on  such 
amount  disallowed  for  the  period  beginning  on  the  date  such  amount 
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was  disallowed  and  ending  on  the  date  of  such  final  determination  (but 
not  to  exceed  a  period  of  twelve  months  with  respect  to  disallowances 
made  prior  to  October  1,  1981,  or  six  months  with  respect  to  disallow- 
ances made  thereafter)  at  the  rate  (determined  by  the  Secretary) 
based  on  the  average  of  the  bond  equivalent  of  the  weekly  90- day 
Treasury  bill  auction  rates  during  such  period.]  //  such  final  deter- 
mination is  to  the  effect  that  such  disallowance  was  not  correct,  the 
Secretary  shall  pay  the  proper  amount  of  such  Federal  payment  to 
the  State,  plus  interest  on  such  amount  for  the  period  beginning  on 
the  date  such  amount  was  recovered  and  ending  on  the  date  of  such 
final  determination  at  the  rate  (determined  by  the  Secretary)  based 
on  the  average  of  the  bond  equivalent  of  the  weekly  90-day  Treasury 

bill  auction  rates  during  such  period". 
*  *  * 

(3)  For  purposes  of  paragraph  (1)  (B),  in  the  case  of  a  family 
consisting  of  only  one  individual,  the  "highest  amount  which  would 
ordinarily  be  paid"  to  such  family  under  the  State's  plan  approved 
under  part  A  of  title  IV  of  this  Act  shall  be  the  amount  determined 
by  the  State  agency  (on  the  basis  of  reasonable  relationship  to  the 
amounts  payable  under  such  plan  to  families  consisting  of  two  or 
more  persons)  to  be  the  amount  of  the  aid  which  would  ordinarily  be 
payable  under  such  plan  to  a  family  (without  any  income  or  re- 
sources) consisting  of  one  person  if  such  plan  [(without  regard  to 
section  408)]  provided  for  aid  to  such  a  family. 

(i)  Payment  under  the  preceding  provisions  of  this  section  shall 
not  be  made — 

[(1)  with  respect  to  any  amount  paid  for  items  or  services 
furnished  under  the  plan  after  December  31,  1972,  to  the  extent 
that  such  amount  exceeds  the  charge  which  would  be  determined 
to  be  reasonable  for  such  items  or  services  under  the  fourth  and 
fifth  sentences  of  section  1842(b)  (3)  ;  or] 

(1)  with  respect  to  any  amount  paid  for  physician  services,  or 
for  medical  services,  supplies,  and  equipment  (including  equip- 
ment servicing)  which  in  the  judgment  of  the  Secretary  do  not 
vary  significantly  in  quality  among  suppliers,  to  the  extent  that 
the  aggregate  of  such  amounts  for  any  fiscal  year  exceeds  the 
aggregate  which  would  be  paid  for  such  fiscal  years  for  such 
items  and  services  on  the  basis  of  reasonable  charges  determined 
under  section  181$; 

[(m)  (1)  (A)  The  term  "health  maintenance  organization"  means  a 
legal  entity  which  provides  health  services  to  individuals  enrolled  in 
such  organizations  and  which — 

[(i)  provides  to  its  enrollees  who  are  eligible  for  benefits  under 
this  title  the  services  and  benefits  described  in  paragraphs  (1), 
(2),  (3),  (4)(C),  and  (5)  of  section  1905,  and,  to  the  extent 
required  by  section  1902(a)  (13)  (A)  (ii)  to  be  provided  under  a 
State  plan  for  medical  assistance,  the  services  and  benefits  de- 
scribed in  paragraph  (7)  of  section  1905(a)  ; 

[(ii)  provides  such  services  and  benefits  in  the  manner  pre- 
scribed in  section  1301(b)  of  the  Public  Health  Service  Act 
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(except  that,  solely  for  purposes  of  this  paragraph,  the  term  "basic 
health  services"  and  references  thereto,  when  employed  in  such 
section,  shall  be  deemed  to  refer  to  the  services  and  benefits  de- 
scribed in  paragraphs  (1),  (2),  (3),  (4)(C),  and  (5)  of  section 
1905(a),  and,  to  the  extent  required  by  section  1902(a)  (13)  (A) 
(ii)  to  be  provided  under  a  State  plan  for  medical  assistance,  the 
services  and  benefits  described  in  paragraph  (7)  of  section  1905 
(a) ) ;  and 

[(iii)  is  organized  and  operated  in  the  manner  prescribed  by 
section  1301(c)  of  the  Public  Health  Service  Act  (except  that 
solely  for  purposes  of  this  paragraph,  the  term  "basic  health  serv- 
ices" and  references  thereto,  when  employed  in  such  section  shall 
be  deemed  to  refer  to  the  services  and  benefits  described  in  section 
1905(a)  (1),  (2),  (3),  (4)(C),and  ( 5 ),  and  to  the  extent  required 
by  section  1902(a)  (13)  (A)  (ii)  to  be  provided  under  a  State  plan 
for  medical  assistance,  the  services  and  benefits  described  in  para- 
graph (7)  of  section  1905  (a) ) . 
[(B)  The  duties  and  functions  of  the  Secretary,  insofar  as  they 
involve  making  determinations  as  to  whether  an  organization  is  a 
health  maintenance  organization  within  the  meaning  of  subparagraph 
(A) ,  shall  be  administered  through  the  Assistant  Secretary  for  Health 
and  in  the  Office  of  the  Assistant  Secretary  for  Health,  and  the  admin- 
istration of  such  duties  and  functions  shall  be  integrated  with  the 
administration  of  section  1312  (a)  and  (b)  of  the  Public  Health 
Service  Act. 

[(2)  (A)  Except  as  provided  in  subparagraphs  (B)  and  (C),  no 
payment  shall  be  made  under  this  title  to  a  State  with  respect  to 
expenditures  incurred  by  it  for  payment  (determined  under  a  prepaid 
capitation  basis  or  under  any  other  risk  basis)  for  services  provided 
by  any  entity  which  is  responsible  for  the  provision  of  inpatient  hos- 
pital services  and  any  other  service  described  in  paragraph  (2),  (3), 
(4) ,  (5) ,  or  (7)  of  section  1905  (a)  or  for  the  provision  of  any  three  or 
more  of  the  services  described  in  such  paragraphs  unless — 

[(i)  the  Secretary  (or  the  State  as  authorized  by  paragraph 
(3) )  has  determined  that  the  entity  is  a  health  maintenance  orga- 
nization as  defined  in  paragraph  (1) ;  and 

[(ii)  less  than  one-half  of  the  membership  of  the  entity  consists 
of  individuals  who  (I)  are  insured  for  benefits  under  part  B  of 
title  XVIII  or  for  benefits  under  both  parts  A  and  B  of  such  title, 
or  (II)  are  eligible  to  receive  benefits  under  this  title. 
[(B)  Subparagraph  (A)  does  not  apply  with  respect  to  payments 
under  this  title  to  a  State  with  respect  to  expenditures  incurred  by  it 
for  payment  for  services  provided  by  an  entity  which — 

[(i)  (I)  received  a  grant  of  at  least  $100,000  in  the  fiscal  year 
ending  June  30,  1976,  under  section  319  (d)  (1)  (A)  or  330(d)  (1) 
of  the  Public  Health  Service  Act,  and  (II)  for  the  period  begin- 
ning July  1,  1976,  and  ending  on  the  expiration  of  the  period 
for  which  payments  are  to  be  made  under  this  title  has  been  the 
recipient  of  a  grant  under  either  such  section ;  and 

[(II)  provides  to  its  enrollees,  on  a  prepaid  capitation  risk 
basis  or  on  any  other  risk  basis,  all  of  the  services  and  benefits 
described  in  paragraphs  (1),  (2),  (3),  (4)(C),and  (5)  of  section 
1905(a)  and,  to  the  extent  required  by  section  1902(a)  (13)  (A) 
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(ii)  to  be  provided  under  a  State  plan  for  medical  assistance,  the 
services  and  benefits  described  in  paragraph  (7)  of  such  section; 
or 

[(ii)  is  a  nonprofit  primary  health  care  entity  located  in  a  rural 
area  (as  defined  by  the  Appalachian  Regional  Commission)  — 

[(I)  which  received  in  the  fiscal  year  ending  June  30, 1976, 
at  least  $100,000  (by  grant,  subgrant,  or  subcontract)  under 
the  Appalachian  Regional  Development  Act  of  1965.  and 

[(H)  for  the  period  beginning  July  1.  1976,  and  ending  on 
the  expiration  of  the  period  for  which  payments  are  to  be 
made  under  this  title  either  has  been  the  recipient  of  a  grant, 
subgrant,  or  subcontract  under  such  Act  or  has  provided  serv- 
ices under  a  contract  (initially  entered  into  during  a  year  in 
which  the  entity  was  the  recipient  of  such  a  grant,  subgrant, 
or  subcontract)  with  a  State  agency  under  this  title  on  a  pre- 
paid capitation  risk  basis  or  on  any  other  risk  basis ;  or 
[(iii)  which  has  contracted  with  the  single  State  agency  for  the 
provision  of  services  (but  not  including  inpatient  hospital  serv- 
ices) to  persons  eligible  under  this  title  on  a  prepaid  risk  basis 
prior  to  1970. 

[(C)  Subparagraph  (A)  (ii)  shall  not  apply  with  respect  to 
payments  under  this  title  to  a  State  with  respect  to  expenditures 
incurred  by  it  for  payment  for  services  by  an  entity  during  the 
three-year  period  beginning  on  the  date  of  enactment  of  this  subsection 
or  beginning  on  the  date  the  entity  qualifies  as  a  health  maintenance 
organization  (as  determined  by  the  Secretary) ,  whichever  occurs  later, 
but  only  if  the  entity  demonstrates  to  the  satisfaction  of  the  Secretary 
by  the  submission  of  plans  for  each  year  of  such  three-year  period  that 
it  is  making  continuous  efforts  and  progress  toward  achieving  com- 
pliance with  subparagraph  (A)  (ii). 

[(3)  A  State  may,  in  the  case  of  an  entity  which  has  submitted  an 
application  to  the  Secretary  for  determination  that  it  is  a  health  main- 
tenance organization  within  the  meaning  of  paragraph  (1)  and  for 
which  no  such  determination  has  been  made  within  90  days  of  the 
submission  of  the  application,  make  a  provisional  determination  for 
the  purposes  of  this  title  that  such  entity  is  such  a  health  maintenance 
organization.  Such  provisional  determination  shall  remain  in  force 
until  such  time  as  the  Secretary  makes  a  determination  regarding  the 
entity's  qualification  under  paragraph  (1).] 

*  sfc  *  sjs  H«  sfc  * 

(r)  (1)  (A)  In  order  to  receive  payments  under  paragraphs  (2)  and 
[(7)  J(<9)  of  subsection  (a)  without  being  subject  to  per  centum  reduc- 
tions set  forth  in  subparagraph  (C)  of  this  paragraph,  a  State  must 
provide  that  mechanized  claims  processing  and  information  retrieval 
systems  of  the  type  described  in  subsection  (a)  (3)  (B)  and  detailed  in 
an  advance  planning  document  approved  by  the  Secretary  are  opera- 
tional on  or  before  the  deadline  established  under  subparagraph  (B). 

(B)  The  deadline  for  operation  of  such  systems  for  a  State  is  the 
earlier  of  (i)  September  3, 1982,  or  (ii)  the  last  day  of  the  sixth  month 
following  the  date  specified  for  operation  of  such  systems  in  the  State's 
most  recently  approved  advance  planning  document  submitted  before 
the  date  of  the  enactment  of  this  subsection. 
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(C)  if  a  State  fails  to  meet  the  deadline  established  under  subpara- 
graph (B),  the  per  centums  specified  in  paragraphs  (2)  and  [(7)]  (S) 
of  subsection  (a)  with  respect  to  that  State  shall  each  be  reduced  by  5 
percentage  points  for  the  first  two  quarters  beginning  on  or  after  such 
deadline,  and  shall  be  further  reduced  by  an  additional  5  percentage 
points  after  each  period  consisting  of  two  quarters  during  which  the 
Secretary  determines  the  State  fails  to  meet  the  requirements  of  sub- 
paragraph (A)  ;  except  that — 

(i)  neither  such  per  centum  may  be  reduced  by  more  than  25 
percentage  points  by  reason  of  this  paragraph;  and 

(ii)  no  reduction  shall  be  made  under  this  paragraph  for  any 
quarter  following  the  quarter  during  which  such  State  meets  the 
requirements  of  subparagraph  (A). 

(2)  (A)  In  order  to  receive  payments  under  paragraphs  (2)  and 
C(7)](<?)  °f  subsection  (a)  without  being  subject  to  the  per  centum 
reductions  set  forth  in  subparagraph  (C)  of  this  paragraph,  a  State 
must  have  its  mechanized  claims  processing  and  information  retrieval 
systems,  of  the  type  required  to  be  operational  under  paragraph  (1), 
initially  approved  by  the  Secretary  in  accordance  with  paragraph  (5) 
(A)  on  or  before  the  deadline  established  under  subparagraph  (B). 

(B)  the  deadline  for  approval  of  such  systems  for  a  State  is  the 
last  day  of  the  fourth  quarter  that  begins  after  the  date  on  which  the 
Secretary  determines  that  such  systems  became  operational  as  required 
under  paragraph  (1). 

(C)  If  a  State  fails  to  meet  the  deadline  established  under  sub- 
paragraph (B) ,  the  per  centums  specified  in  paragraph  (2)  and  [(7)] 
(S)  of  subsection  (a)  with  respect  to  that  State  shall  each  be  reduced 
by  5  percentage  points  for  the  first  two  quarters  beginning  after  such 
deadline,  and  shall  be  further  reduced  by  an  additional  5  percentage 
points  at  the  end  of  each  period  consisting  of  two  quarters  during 
which  the  State  fails  to  meet  the  requirements  of  subparagraph  (A) ; 
except  that — 

(i)  neither  such  per  centum  may  be  reduced  by  more  than  25 
percentage  points  by  reason  of  this  paragraph,  and 

(ii)  no  reduction  shall  be  made  under  this  paragraph  for  any 
quarter  following  the  quarter  during  which  such  State's  systems 
are  approved  by  the  Secretary  as  provided  subparagraph  (A). 
*  *  *  *  #  *  ♦ 

(s)  (1)  Notwithstanding  the  preceding  provisions  of  this  section, 
no  payment  shall  be  made  to  a  State  (except  as  provided  under  this 
subsection)  with  respect  to  expenditures  incurred  by  it  for  services 
provided  by  any  person  during  any  period  that  an  order  for  denial  of 
payment  (as  authorized  by  section  1107  (c)  (7))  is  effective  with 
resepct  to  such  person. 

(2)  Any  order  for  denial  of  payment  issued  with  respect  to  any  per- 
son under  section.  1107  (c)  (7)  shall  become  effective,  in  the  case  of  any 
State  plan  approved  under  this  title,  on  the  sixtieth  day  after  the  date 
on  which  the  Secretary  gwes  notice  of  such  order  to  the  State  agency. 
Upon  the  determination  of  the  Secretary  that  any  such  order  shall 
cease  to  be  effective,  he  shall  notify  each  State  agency  to  ivhich  he  has 
submitted  notice  under  section  1107  (c)  (7)  with  respect  to  such 
person. 
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(3)  Whenever  any  order  which  has  been  issued  by  the  Secretary 
under  section  1107  (c)  (7)  ceases  to  be  effective,  any  payment  to  which 
any  State  would  {except  for  the  preceding  provisions  of  this  sub- 
section) have  been  entitled  under  this  section  on  account  of  services 
provided  by  such  person  shall  be  made  to  such  State  for  the  month  in 
which  such  order  ceases  to  be  effective. 

(t)  (1)  Notwithstanding  any  other  provision  of  this  section,  pay- 
ments under  this  title  to  any  State  for  any  fiscal  year,  other  than — 

(A)  payments  under  subsection  (a)(3),  (a)  (6),  or  (a)  (7); 

(B)  interest  paid  under  subsection  (d)  (5) ; 

(C)  payments  to  a  facility  of  the  Indian  Health  Service  and 

(D)  payments  for  claims  relating  to  expenditures  made  during 
fiscal  year  1980  or  1981, 

shall  not  exceed  the  amount  of  such  Staters  cap  for  such  fiscal  year, 
as  determined  in  accordance  with  this  subsection. 

(2)  (A)  Except  as  provided  in  paragraph  (3),  the  amount  of  a 
Staters  cap  for  fiscal  year  1982  shall  be  an  amount  equal  to  109  percent 
of  the  estimate  (based  upon  the  last  such  estimate  for  such  State  re- 
ceived by  the  Secretary  before  April  1, 1981)  of  the  Federal  share  of 
expenditures  under  this  title  (other  than  payments  described  in  sub- 
paragraphs (A)  through  (O)  of  paragraph  (1)  and  payments  for 
claims  relating  to  expenditures  made  prior  to  October  1980)  in  fiscal 
year  1981  for  such  State. 

(3)  Except  as  provided  in  paragraph  (3),  the  amount  of  a  Staters 
cap  for  fiscal  year  1983  and  for  each  fiscal  year  thereafter  shall  be  an 
amount  equal  to  the  cap  determined  under  this  paragraph  for  such 
State  for  the  preceding  fiscal  year,  increased  or  decreased  (as  the  case 
may  be)  by  a  percentage  equal  to  the  Gross  National  Product  Implicit 
Price  Deflator  for  such  fiscal  year  (for  which  the  cap  is  being  deter- 
mined) published  by  the  Department  of  Commerce,  as  set  forth  in  the 
Presidents  proposed  budget  for  such  fiscal  year. 

(3)  for  fiscal  year  1982  and  each  fiscal  year  thereafter — 

(A)  the  amount  of  the  cap  for  Puerto  Rico  shall  be  $  IS. 000. 000 ; 

(B)  the  amount  of  the  cap  for  the  Virgin  Islands  shall  be 
$1,000,000;  and 

(C)  the  amount  of  the  cap  for  Guam  shall  be  $900,000. 

%  *  *  *  *  *  * 

Definitions 
Sec.  1905.  For  purposes  of  this  title — 

(a)  The  term  "medical  assistance"  means  payment  of  part  or  all 
of  the  cost  of  the  following  care  and  services  (if  provided  in  or  after 
the  third  month  before  the  month  in  which  the  recipient  makes  appli- 
cation for  assistance)  for  individuals,  and,  with  respect  to  physicians' 
or  dentists'  services,  at  the  option  of  the  State,  to  individuals  (other 
than  individuals  with  respect  to  whom  there  is  being  paid,  or  who  are 
eligible,  or  would  be  eligible  if  they  were  not  in  a  medical  institution, 
to  have  paid  with  respect  to  them  a  State  supplementary  payment  and 
are  eligible  for  medical  assistance  equal  in  amount,  duration,  and 
scope  to  the  medical  assistance  made  available  to  individuals  described 
in  section  1902(a)  (10)  (A) )  not  receiving  aid  or  assistance  under  any 
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plan  of  the  State  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A 
of  title  IV,  and  with  respect  to  whom  supplemental  security  income 
benefits  are  not  being  paid  under  title  XVI,  who  are 

[(i)  under  the  age  of  21 J  (i)  under  the  age  of  21,  or,  at  the 
option  of  the  State,  under  the  age  of  20,  19,  or  18  as  the  State 
may  choose,  or  any  reasonable  category  of  such  individuals, 

(ii)  relatives  specified  in  section  406(b)  (1)  with  whom  a  child 
is  living  if  such  child  [,  except  for  section  406(a)(2),]  is  (or 
would,  if  needy,  be)  a  dependent  child  under  part  A  of  title  IV, 

(b)  The  term  "Federal  medical  assistance  percentage"  for  any  State 
shall  be  100  per  centum  less  the  State  percentage;  and  the  State  per- 
centage shall  be  that  percentage  which  bears  the  same  ratio  to  45  per 
centum  as  the  square  of  the  per  capita  income  of  such  State  bears  to  the 
square  of  the  per  capita  income  of  the  continental  United  States  (in- 
cluding Alaska)  and  Hawaii;  except  that  (1)  the  Federal  medical 
assistance  percentage  shall  in  no  case  be  less  than  [50]  40  per  centum 
or  more  than  83  per  centum,  and  (2)  the  Federal  medical  assistance 
percentage  for  Puerto  Rico,  the  Virgin  Islands,  and  Guam  shall  be  50 
per  centum.  The  Federal  medical  assistance  percentage  for  any  State 
shall  be  determined  and  promulgated  in  accordance  with  the  provisions 
of  subparagraph  (B)  of  section  1101(a)  (8).  Notwithstanding  the  first 
sentence  of  this  section,  the  Federal  medical  assistance  percentage  shall 
be  100  per  centum  with  respect  to  amounts  expended  as  medical  assist- 
ance for  services  which  are  received  through  an  Indian  Health  Service 
facility  whether  operated  by  the  Indian  Health  Service  or  by  an  Indian 
tribe  or  tribal  organization  (as  defined  in  section  4  of  the  Indian  Health 
Care  Improvement  Act) . 

******* 

TITLE  XX— GRANTS  TO  STATES  FOR  SERVICES 

Appropriation  Authorized 

[Sec.  2001.  For  the  purpose  of  encouraging  each  State,  as  far  as 
practicable  under  the  conditions  in  that  State,  to  furnish  services  di- 
rected at  the  goal  of — 

[(1)  achieving  or  maintaining  economic  self-support  to  prevent, 
reduce,  or  eliminate  dependency, 

[(2)  achieving  or  maintaining  self-sufficiency,  including  reduc- 
tion or  prevention  of  dependency, 

[(3)  preventing  or  remedying  neglect,  abuse,  or  exploitation  of 
children  and  adults  unable  to  protect  their  own  interests,  or  pre- 
serving, rehabilitating  or  reuniting  families, 

Q(4)  preventing  or  reducing  inappropriate  institutional  care  by 
providing  for  community-based  care,  home-based  care,  or  other 
forms  of  less  intensive  care,  or 

[(5)  securing  referral  or  admission  for  institutional  care  when 
other  forms  of  care  are  not  appropriate,  or  providing  services  to 
individuals  in  institutions, 
there  is  authorized  to  be  appropriated  for  each  fiscal  year  a  sum  suffi- 
cient to  carry  out  the  purposes  of  this  title.  The  sums  made  available 
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under  this  section  shall  be  used  for  making  payments  to  States  under 
section  2002  (and  to  territorial  jurisdictions  as  described  in  subsection 
(a)(2)(C)  thereof). 

[Payments  To  States 

[Sec.  2002.  (a)  (1)  From  the  sums  appropriated  therefor,  the  Secre- 
tary shall,  subject  to  the  provisions  of  this  section  and  section  2003,  pay 
to  each  State,  for  each  quarter,  an  amount  equal  to  100  per  centum  of 
the  expenditures  during  that  quarter  for  child  day  care  services  (in- 
cluding expenditures  for  grants  to  qualified  providers  under  section 
2007)  to  the  extent  permitted  by  paragraph  (17) ,  90  per  centum  of  the 
total  expenditures  during  that  quarter  for  the  provision  of  family 
planning  services  and  75  per  centum  of  the  total  expenditures  during 
that  quarter  for  the  provision  of  other  services  directed  at  the  goal  of — 
[(A)  achieving  or  maintaining  economic  self-support  to  pre- 
vent, reduce,  or  eliminate  dependency, 

[(B)  achieving  or  maintaining  self-sufficiency,  including  reduc- 
tion or  prevention  of  dependency, 

[(C)  preventing  or  remedying  neglect,  abuse,  or  exploitation 
of  children  and  adults  unable  to  protect  their  own  interests,  or 
preserving,  rehabilitating,  or  reuniting  families, 

[(D)  preventing  or  reducing  inappropriate  institutional  care 
by  providing  for  community -based  care,  home-based  care,  or  other 
forms  of  less  intensive  care,  or 

[(E)  securing  referral  or  admission  for  institutional  care  when 
other  forms  of  care  are  not  appropriate,  or  providing  services  to 
individuals  in  institutions, 
including  expenditures  for  administration  (including  planning  and 
evaluation)  and  personnel  training  and  retraining  directly  related  to 
the  provision  of  those  services  (including  both  short-  and  long-term 
training  at  educational  institutions  through  grants  to  such  institutions 
or  by  direct  financial  assistance  to  students  enrolled  in  such  institu- 
tions). Services  that  are  directed  at  these  goals  include,  but  are  not 
limited  to,  child  care  services,  protective  services  for  children  and 
adults,  services  for  children  and  adults  in  foster  care,  services  related 
to  the  management  and  maintenance  of  the  home,  day  care  services  for 
adults,  transportation  services,  training  and  related  services,  employ- 
ment services,  information,  referral,  and  counseling  services,  the  prep- 
aration and  delivery  of  meals,  health  support  services  and  appropriate 
combinations  of  services  designed  to  meet  the  special  needs  of  children, 
the  aged,  the  mentally  retarded,  the  blind,  the  emotionally  disturbed, 
the  physically  handicapped,  and  alcoholics  and  drug  addicts. 

[(2)  (A)  (i)  Except  as  provided  in  clause  (iii),  no  payment  may  be 
made  under  this  section  to  any  State  for  any  fiscal  year  in  excess  of 
an  amount  which  bears  the  same  ratio  to  the  amount  specified  in  clause 
(ii)  as  the  population  of  that  State  bears  to  the  population  of  the  fifty 
States  and  the  District  of  Columbia.  The  Secretary  shall  promulgate 
the  limitation  applicable  to  each  State  for  each  fiscal  year  under  this 
paragraph  prior  to  the  first  day  of  the  third  month  of  the  preceding 
fiscal  year,  as  determined  on  the  basis  of  the  most  recent  satisfactory 
data  available  from  the  Department  of  Commerce. 
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[(ii)  The  amounts  specified  for  purposes  of  clause  (i)  for  fiscal  year 
1980  and  each  succeeding  fiscal  year  shall  be  an  amount  (not  exceed- 
ing $3,300,000,000)  equal  to  the  indexed  ceiling  amount  for  that  fiscal 
year  as  determined  under  subparagraph  (B) . 

[(iii)  Payment  with  respect  to  expenditures  for  personnel  training 
or  retraining  directly  related  to  the  provision  of  services  under  this 
title  shall  be  made  to  a  State  in  excess  of  the  limitation  for  such  State 
promulgated  under  clause  (i)  for  any  fiscal  year  and  without  regard 
to  such  limitation;  except  that — 

[(I)  notwithstanding  any  other  provision  of  law,  payment 
to  a  State  with  respect  to  such  expenditures  for  fiscal  years  1980 
and  1981  may  not  exceed  an  amount  equal  to  4  per  centum  of  such 
State's  limitation  (for  the  fiscal  year  involved)  under  clause  (i), 
or,  if  greater,  an  amount  equal  to  the  amount  of  the  payment 
made  under  this  title  fr>  such  [State  with  respect  to  such  expendi- 
tures for  fiscal  year  1979,  or  equal  to  (a)  the  amount  which  would 
be  payable  without  regard  to  this  subclause  with  respect  to  ex 
penditures  pursuant  to  an  appropriation  made  prior  to  October  1, 
1979,  by  such  State  for  fiscal  year  1980,  or,  if  less,  (b)  the  amount 
determined  under  division  fa)  of  this  ^nbHause  reduced  to  the 
extent  necessary  and  on  a  proportional  basis  so  as  to  assure  that 
the  aggregate  of  the  additional  amounts  payable  to  all  States  as 
a  result  of  such  division  (a)  does  not  exceed  $6,000,000 ;  and 

[(II)  payment  to  a  State  with  respect  to  such  expenditures  for 
fiscal  year  1982  or  any  succeeding  fiscal  year  may  be  made  only  if 
the  State  has  submitted  fo  +hc-  Secretary  in  ac  ordance  with  para- 
graph (18)  (prior  to  the  beginning  of  the  fiscal  year  involved)  a 
training  plan  specif ying  how  its  funds  expended  for  such  train- 
ing or  retraining  in  that  fiscal  year  will  be  used,  and  only  with 
respect  to  expenditures  included  in  such  plan  which  are  approved 
bv  the  Secretary  in  accordance  with  criteria  prescribed  by  him. 
[(B)  (i)  (I)  Except  as  otherwise  provided  in  clauses  (ii),  (iii). 
and  (iv),  the  indexed  ceiling  amount  for  any  fiscal  year  shall  be  an 
amount  equal  to  the  indexed  ceiling  amount  for  the  preceding  fiscal 
year  increased  or  decreased  (as  the  case  may  be)  by  an  amount  deter- 
mined under  division  (II). 

[(II)  For  purposes  of  division  (I)  the  amount  of  the  increase  or 
decrease  (as  the  case  may  be)  shall  be  an  amount  equal  to  $2,500,- 
000,000,  multiplied  by  a  percentage  equal  to  the  positive  or  negative 
percentage  change  in  the  Consumer  Price  Index  prepared  by  the  De- 
partment of  Labor,  and  used  in  determining  cost-of-living  adjust- 
ments under  section  215  (i)  of  this  Act,  for  the  second  quarter  of  the 
preceding  fisral  year  as  compared  to  such  index  for  the  second  quarter 
o^  the  second  preceding  fiscal  year  (rounded  to  the  nearest  one-tenth 
of  1  per  centum).  For  purposes  of  this  clause  the  Consumer  Price 
Tndpx  for  any  quarter  shall  be  the  arithmetical  mean  of  such  index 
fo**  fh«  three  months  in  such  quarter. 

[(ii)  If  the  percentage  m crease  in  the  Consumer  Price  Index  as 
determined  under  clause  (i)  (II)  for  anv  fiscal  year  exceeds  the  in- 
flation rate  for  that  fiscal  year  as  shown  for  that  vear  (or,  if  no  rate 
is  shown  for  that  year,  for  the  most  recent  preceding  year  for  which 
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a  rate  is  shown)  in  the  table  which  appears  on  page  25  of  Senate 
Budget  Committee  Report  Numbered  96-311,  then  for  such  fiscal  year 
such  inflation  rate  shall  be  used  in  making  the  determination  under 
clause  (i)  (II)  instead  of  the  percentage  increase  in  the  Consumer 
Price  Index. 

[(iii)  The  indexed  ceiling  amount  determined  under  clause  (i) 
shall,  if  not  a  multiple  of  $100,000,000,  be  rounded  to  the  next  lesser 
amount  that  is  a  multiple  of  $100,000,000. 

[(iv)  The  indexed  ceiling  amount  for  fiscal  year  1979  shall  be 
$2,500,000,000. 

[(C)  From  the  amounts  made  available  under  section  2001  for  any 
fiscal  year  beginning  with  fiscal  year  1980  (in  addition  to  any  sums 
appropriated  for  purposes  of  payments  under  the  preceding  provisions 
of  this  subsection^,  the  Secretary  shall  allocate — 

[(i)  to  the  jurisdictions  of  Puerto  Rico,  Guam,  and  the  Virgin 
Islands,  for  purposes  of  payments  under  sections  3(a)  (4)  and 
(5),  403(a)  (3),  1003(a)(3)  and  (4),  1403(a)  (3)  and  (4),  and 
1603(a)  (4)  and  (5),  with  respect  to  services,  the  sums  of  $15,- 
000,000,  $500,000  and  $500,000,  respectively,  and 

[(ii)  to  the  jurisdiction  of  the  Northern  Mariana  Island,  for 
purposes  of  payments  under  section  403(a)  (3),  with  respect  to 
services  and  for  services  programs  for  other  individuals  as  defined 
by  the  Secretary,  the  sum  of  $100,000, 
in  addition  to  any  amounts  otherwise  available  to  such  jurisdictions 
under  this  Act. 

[(3)  No  payment  may  be  made  under  this  section  to  any  State  with 
respect  to  any  expenditure  for  the  provision  of  any  service  to  any  indi- 
vidual unless — 

[(A)  the  State's  services  program  planning  meets  the  require- 
ments of  section  2004,  and 

[(B)  the  final  comprehensive  services  plan  in  effect  when  the 
service  is  provided  to  the  individual  includes  the  provision  of  that 
service  to  a  category  of  individuals  which  includes  that  individual 
in  the  descriptions  required  by  section  2004(2)  (B)  and  (C)  of 
the  services  to  be  provided  under  the  plan  and  the  categories  of 
individuals  to  whom  the  services  are  to  be  provided. 
The  Secretary  may  not  deny  payment  under  this  section  to  any  State 
with  respect  to  any  expenditure  on  the  ground  that  it  is  not  an  expendi- 
ture for  the  provision  of  a  service  or  is  not  an  expenditure  for  the  pro- 
vision of  a  service  directed  at  a  goal  described  in  paragraph  ( 1 )  of  this 
subsection. 

[(4)  So  much  of  the  aggregate  expenditures  with  respect  to  which 
payment  is  made  under  this  section  to  any  State  for  any  fiscal  year  as 
equals  50  per  centum  of  the  payment  made  under  this  section  to  the 
State  for  that  fiscal  year  must  be  expended  for  the  provision  of 
services  to  individuals — 

[(A)  who  are  receiving  aid  under  the  plan  of  the  State  ap- 
proved under  part  A  of  title  IV  or  who  are  eligible  to  receive 
such  aid,  or 

[(B)  whose  needs  are  taken  into  account  in  determining  the 
needs  of  an  individual  who  is  receiving  aid  under  the  plan  of  the 
State  approved  under  part  A  of  title  IV,  or  who  are  eligible  to 
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have  their  needs  taken  into  account  in  determining  the  needs  of 
an  individual  who  is  receiving  or  is  eligible  to  receive  such  aid,  or 
[(C)  with  respect  to  whom  supplemental  security  income  bene- 
fits under  title  XVI  or  State  supplementary  payments,  as  defined 
in  section  2008(1),  are  being  paid,  or  who  are  eligible  to  have 
such  benefits  or  payments  paid  with  respect  to  them,  or 

[(D)  whose  income  and  resources  are  taken  into  account  in 
determining  the  amount  of  supplemental  security  income  benefits 
or  State  supplementary  payments,  as  defined  in  section  2008(1), 
being  paid  with  respect  to  an  individual,  or  whose  income  and 
resources  would  be  taken  into  account  in  determining  the  amount 
of  such  benefits  or  payments  to  be  paid  with  respect  to  an  indi- 
vidual who  is  eligible  to  have  such  benefits  or  payments  paid 
with  respect  to  him,  or 

[(E)  who  are  eligible  for  medical  assistance  under  the  plan  of 
the  State  approved  under  title  XIX. 
In  any  case  in  which  services  are  provided  to  individuals  to  whom 
the  provisions  of  paragraph  (14)  are  applied,  the  proportion  of  the 
expenditures  for  such  services  which  are  attributable  to  individuals 
described  in  the  preceding  sentence  may  be  determined  on  the  basis 
of  generally  accepted  statistical  sampling  procedures. 

[(5)  No  payment  may  be  made  under  this  section  to  any  State  with 
respect  to  any  expenditure  for  the  provision  of  any  service  to  any 
individual — 

[(A)  who  is  receiving,  or  whose  needs  are  taken  into  account  in 
determining  the  needs  of  an  individual  who  is  receiving,  aid 
under  the  plan  of  the  State  approved  under  part  A  of  title  IV,  or 
with  respect  to  whom  supplemental  security  income  benefits  under 
title  XVI  or  State  supplementary  payments,  as  defined  in  section 
2008  ( 1 ) ,  are  being  paid,  or 

[(B)  who  is  a  member  of  a  family  the  monthly  gross  income  of 
which  is  less  than  the  lower  of — 

[(i)  80  per  centum  of  the  median  income  of  a  family  of 
four  in  the  State,  or 

[(ii)  the  median  income  of  a  family  of  four  in  the  fifty 
States  and  the  District  of  Columbia, 
adjusted,  in  accordance  with  regulations  prescribed  by  the  Secre- 
tary, to  take  into  account  the  size  of  the  family, 
if  any  fee  or  other  charge  (other  than  a  voluntary  contribution)  im- 
posed on  the  individual  for  the  provision  of  that  service  is  not  con- 
sistent with  such  requirements  (including  requirements  prohibiting 
the  imposition  of  any  such  fee  or  charge)  as  the  Secretary  shall 
prescribe. 

[(6)  No  payment  may  be  made  under  this  section  to  any  State  with 
respect  to  any  expenditure  for  the  provision  of  any  service,  other  than 
an  information  or  referral  service,  family  planning  services,  or  a 
service  directed  at  the  goal  of  preventing  or  remedying  neglect,  abuse, 
or  exploitation  of  children  and  adults  unable  to  protect  their  own  in- 
terests, to  any  individual  who  is  not  an  individual  described  in  para- 
graph (5),  and — 

[(A)  who  is  a  member  of  a  family  the  monthly  gross  income  of 
which  exceeds  115  per  centum  of  the  median  income  of  a  family 
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of  four  in  the  State,  adjusted,  in  accordance  with  regulations 
prescribed  by  the  Secretary,  to  take  into  account  the  size  of  the 
family,  or 

[(B)  who  is  a  member  of  a  family  the  monthly  gross  income 
of  which — 

[(i)  exceeds  the  lower  of — 

[(I)  80  per  centum  of  the  median  income  of  a  family 
of  four  in  the  State,  or 

[(II)  the  median  income  of  a  family  of  four  in  the 
fifty  States  and  the  District  of  Columbia, 
adjusted,  in  accordance  with  regulations  prescribed  by  the 
Secretary,  to  take  into  account  the  size  of  the  family,  and 

[(ii)  does  not  exceed  115  per  centum  of  the  median  income 
of  a  family  of  four  in  the  State,  adjusted,  in  accordance  with 
regulations  prescribed  by  the  Secretary,  to  take  into  account 
the  size  of  the  family, 
unless  a  fee  or  other  charge  reasonably  related  to  income  is 
imposed  on  the  individual  for  the  provision  of  the  service. 
The  Secretary  shall  promulgate  the  median  income  of  a  family  of  four 
in  each  State  and  the  fifty  States  and  the  District  of  Columbia  appli- 
cable to  payments  with  respect  to  expenditures  in  each  fiscal  year  prior 
to  the  first  day  of  the  third  month  of  the  preceding  fiscal  year. 

[(7)  No  payment  may  be  made  under  this  section  to  any  State  with 
.respect  to  any  expenditure — 

[(A)  for  the  provision  of  medical  or  any  other  remedial  care, 
(except  as  provided  in  paragraph  (11)  (D)),  other  than  family 
planning  services,  unless  it  is  an  integral  but  subordinate  part  of 
a  service  described  in  paragraph  (1)  of  this  subsection  and  Fed- 
eral financial  participation  with  respect  to  the  expenditure  is  not 
available  under  the  plan  of  the  State  approved  under  title  XIX  ; 
or 

[(B)  for  the  purchase,  construction,  or  major  modification  of 
any  land,  building  or  other  facility,  or  fixed  equipment ;  or 

[(C)  which  is  in  the  form  of  goods  or  services  provided  in  kind 
by  a  private  entity ;  or 

[(D)  which  is  made  from  donated  private  funds,  unless  such 
funds — 

[(i)  are  transferred  to  the  State  and  are  under  its  adminis- 
trative control,  and 

[(ii)  are  donated  to  the  State,  without  restrictions  as  to 
use,  other  than  restrictions  as  to  the  services  with  respect  to 
which  the  funds  are  to  be  used  imposed  by  a  donor  who  is  not 
a  sponsor  or  operator  of  a  program  to  provide  those  services, 
or  the  geographic  area  in  which  the  services  with  respect  to 
which  the  contribution  is  used  are  to  be  provided,  except  that 
during  fiscal  years  1980  and  1981  the  provisions  of  this  clause 
shall  not  apply  with  respect  to  funds  that  are  donated  for 
the  purpose  of  training  or  retraining  as  provided  in  sub- 
section (a)  (1),  if  such  training  or  retraining  is  carried  out 
by  a  public  or  nonprofit  entity,  and 

[(iii)  do  not  revert  to  tne  donor's  facility  or  use  if  the 
donor  is  other  than  a  nonprofit  organization;  or 


763 


[(E)  for  the  provision  of  room  or  board  (except  as  provided 
by  paragraph  (11)  (C)  and  paragraph  (11)  (D))  other  than 
room  or  board  provided  for  a  period  of  not  more  than  six  consecu- 
tive months  as  an  integral  but  subordinate  part  of  a  service  de- 
scribed in  paragraph  ( 1)  of  this  subsection. 
[With  regard  to  ending  the  dependency  of  individuals  who  are  alco- 
holics or  drug  addicts,  the  entire  rehabilitative  process  for  such  in- 
dividuals, including  but  not  limited  to  initial  detoxfication,  short 
term  residential  treatment,  and  subsequent  outpatient  counseling  and 
rehabilitative  services,  whether  or  not  such  a  process  involves  more 
than  one  provider  of  services,  shall  be  the  basis  for  determining 
whether  standards  imposed  by  or  under  subparagraph  (A)  or  (E)  of 
this  paragraph  have  been  met. 

[(8)  No  payment  may  be  made  under  this  section  with  respect  to 
any  expenditure  if  payment  is  made  with  respect  to  that  expenditure 
under  section  403  or  423  of  this  Act. 

[(9)  (A)  No  payment  may  be  made  under  this  section  with  respect 
to  any  expenditure  in  connection  with  the  provision  of  any  child  day 
care  service,  unless — 

[(i)  in  the  case  of  care  provided  in  the  child's  home,  the  care 
meets  standards  established  by  the  State  which  are  reasonably  in 
accord  with  recommended  standards  of  national  standard-setting 
organizations  concerned  with  the  home  care  of  children,  or 

[(ii)  in  the  case  of  care  provided  outside  the  child's  home,  the 
care  meets  the  Federal  interagency  day  care  requirements  as  ap- 
proved bv  the  Department  of  Health,  Education,  and  Welfare 
and  the  Office  of  Economic  Opportunity  on  September  23,  1968 ; 
except  that  (I)  subdivision  III  of  such  requirements  with  respect 
to  educational  services  shall  be  recommended  to  the  States  and 
not  required,  and  staffing  standards  for  school-age  children  in  day 
care  centers  may  be  revised  by  the  Secretary,  (II)  the  staffing 
standards  imposed  with  respect  to  such  care  in  the  case  of  children 
under  age  3  shall  conform  to  regulations  prescribed  by  the  Secre- 
tary, and  (III)  the  staffing  standards  imposed  with  respect  to  such 
care  in  the  case  of  children  aged  10  to  14  shall  require  at  least  one 
adult  for  each  20  children,  and  in  the  case  of  school-aged  children 
under  age  10  shall  require  at  least  one  adult  for  each  15  children, 
except  as  provided  in  subparagraph  (B) . 
[(B)  The  Secretary  shall  submit  to  the  President  of  the  Senate 
and  the  Speaker  of  the  House  of  Representatives,  after  December  31, 
1976,  and  prior  to  April  1,  1978,  an  evaluation  of  the  appropriate- 
ness of  the  requirements  imposed  by  subparagraph  (A),  together 
with  any  recommendations  he  may  have  for  modification  of  those 
requirements.  No  earlier  than  ninety  days  after  the  submission  of 
that  report,  the  Secretary  may,  by  regulation,  make  such  modifi- 
cations in  the  requirements  imposed  by  subparagraph  (A)  as  he 
determines  are  appropriate. 

[(C)  The  requirements  imposed  by  this  paragraph  are  in  lieu  of 
any  requirements  that  would  otherwise  be  applicable  under  section 
522 '(d)  of  the  Economic  Opportunity  Act  of  1964  to  child  day  care 
services  with  respect  to  which  payment  is  made  under  this  section. 
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[(D)  The  requirements  imposed  by  this  paragraph  or  by  any  reg- 
ulations promulgated  by  the  Department  of  Health  and  Human  Serv- 
ices to  carry  out  this  paragraph  shall  be  inapplicable  to  child  day 
care  services  provided  after  June  30,  1980,  and  prior  to  July  1,  1981 
which  meet  applicable  standards  of  State  and  local  law. 

[(10)  No  payment  may  be  made  under  this  section  with  respect  to 
any  expenditure  for  the  provision  of  any  educational  service  which 
the  State  makes  generally  available  to  its  residents  without  cost  and 
without  regard  to  their  income. 

[(11)  No  payment  may  be  made  under  this  section  with  respect 
to  any  expenditure  for  the  provision  of  any  service  to  any  individual 
living  in  any  hospital,  skilled  nursing  facility,  or  intermediate  care 
facility  (including  any  such  hospital  or  facility  for  mental  diseases 
or  for  the  mentally  retarded),  any  prison,  or  any  foster  family  home 
except — 

[(A)  anv  expenditure  for  the  provision  of  a  service  that  (i) 
is  provided  by  other  than  the  hospital,  facility,  prison,  or  foster 
family  home  in  which  the  individual  is  living  and  (ii)  is  pro- 
vided under  the  State's  program  for  the  provision  of  the  services 
described  in  paragraph  (1),  to  individuals  who  are  not  living 
in  a  hospital,  skilled  nursing  facility,  intermediate  care  facility, 
prison,  or  foster  family  home, 

[(B)  any  expenditure  which  is  for  the  cost,  in  addition  to  thp 
cost  of  basic  foster  care,  of  the  provision,  by  a  foster  family  home, 
to  an  individual  living  in  that  home,  of  a  service  which  meets 
a  special  need  of  that  individual,  as  determined  under  regula- 
tions prescribed  by  the  Secretary, 

[(C)  any  expenditure  for  the  provision  of  emergency  shelter 
provided  to  a  child,  for  not  in  excess  of  thirty  days,  as  a  pro- 
tective service ; 

[(D)  any  expenditure  for  the  initial  detoxification  of  an  alco- 
holic or  drug  dependent  individual,  for  a  period  not  to  exceed 
7  davs,  if  such  detoxification  is  integral  to  the  further  provision  of 
services  for  which  such  individual  would  otherwise  be  eligible 
under  this  title ;  and 

[(E)  any  expenditure  for  the  provision  of  emergency  shelter, 
for  not  in  execss  of  thirty  days  in  any  six-month  period,  provided 
as  a  protective  service  to  an  adult  in  danger  of  physical  or  mental 
injury,  neglect,  maltreatment,  or  exploitation. 
[(12)  No  r»avmpr>t  may  bp  made  under  this  section  with  respect  to 
anv  expenditure  for  the  provision  of  cash  payments  as  a  service. 

[(13)  No  payment  may  be  made  under  this  section  with  respect 
to  any  expenditure  for  the  provision  of  any  service  to  anv  individual 
to  the  extent  that  thp  provider  of  the  service  or  the  individual  receiv- 
ing the  service  is  eligible  to  receive  payment  under  title  XVIII  with 
resoect  to  the  provision  of  the  service. 

[(14)  (A)  For  purposes  of  paragraph  (5)  and  (6),  an  individual 
shall,  at  the  option  of  the  State,  be  deemed  to  be  an  individual 
described  in  paragraph  (5)  (B)  if,  because  of  the  geographic  area  in 
which  any  particular  service  is  provided  to  him,  the  characteristics 
of  the  community  to  which  it  is  provided ^  the  nature  of  the  service, 
the  conditions  (other  than  income)  of  eligibility  to  receive  it,  or  other 
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factors  surrounding  its  provision,  the  State  may  reasonably  conclude 
without  individual  determinations  of  eligibility,  that  substantially  all 
of  the  persons  who  receive  the  service  are  members  of  families  with 
a  monthly  gross  income  which  is  not  more  than  90  per  centum  of  the 
median  income  of  a  family  of  four  in  the  State,  adjusted  (in  accord- 
ance with  the  regulations  prescribed  by  the  Secretary)  to  take  into 
account  the  size  of  the  family. 

[(B)  The  provisions  of  subparagraph  (A)  shall  not  be  applicable 
to  child  day  care  services  furnished  to  any  child  other  than  a  child  of 
a  migratory  agricultural  workers. 

[(15)  No  payment  may  be  made  under  this  section  with  respect  to 
any  expenditure  for  the  provision  of  any  health  related  service  if  such 
service  is  provided  by  an  entity  which  has  failed  to  comply  with  a 
request  made  by  the  Secretary  or  State  agency  under  section  2003(d) 
(1)  (J) ,  for  so  long  as  such  entity  remains  on  noncompliance  with  such 
request. 

[  (16)  Any  State  may  refuse  to  enter  into  a  contract  or  other  arrange- 
ment with  a  provider  of  services  for  purposes  of  participation  under 
the  program  established  by  this  title,  or  otherwise  to  approve  a  pro- 
vider for  such  purposes,  if  any  person  who  has  a  direct  or  indirect 
ownership  or  control  interest  of  5  percent  or  more  in  such  provider,  or 
who  is  an  officer,  director,  agent,  or  managing  employee  (as  defined 
in  section  1126(b) )  of  such  provider,  is  a  person  described  in  section 
1126(a) ,  and  the  State  may  terminate  any  such  contract,  arrangement, 
or  approval  if  it  determines  that  the  provider  did  not  fully  and  accu- 
rately make  any  disclosure  required  of  it  by  section  1126(a)  at  the 
time  the  contract  or  arrangement  was  entered  into  or  the  approval 
was  given. 

[(17)  (A)  The  total  payment  to  a  State  under  this  section  with  re- 
spect to  expenditures  during  any  fiscal  year  for  the  provision  of  child 
day  care  services  under  this  title  (including  expenditures  for  grants 
to  qualified  providers  under  section  2007)  shall  be  equal  to  100  per  cen- 
tum of  such  expenditures  to  the  extent  that  such  expenditures  (during 
that  fiscal  year)  do  not  exceed — 

[(i)  an  amount  which  bears  the  same  ratio  to  $200,000,000  as  the 
amount  of  the  State's  limitation  under  paragraph  (2)  (A)  bears 
to  the  indexed  ceiling  amount  for  such  fiscal  year,  in  the  case  of 
fiscal  vear  1980  and  fiscal  year  1981 ;  or 

[(ii)  8  per  centum  of  the  State's  limitation  under  paragraph 
(2)  (A)  for  such  fiscal  year,  in  the  case  of  fiscal  year  1982  and  any 
subsequent  fiscal  year. 
[(B)  Federal  funds  payable  to  a  State  under  this  title  (with  respect 
to  expenditures  for  child  day  care  services)  at  the  rate  specified  in  sub- 
paragraph (A)  shall,  to  the  maximum  extent  that  the  State  determines 
to  be  feasible,  be  employed  in  such  a  way  as  to  increase  the  employment 
of  welfare  recipients  and  other  low-income  persons  in  jobs  related  to 
thp  provision  of  child  day  care  services. 

[(c)  Section  2002(a)  of  such  Act  is  amended  by  adding  after  para- 
graph (17)  (as  added  by  section  202(a)  of  this  Act)  the  following 
new  paragraph : 

[(18)  Effective  October  1,  1981,  no  payment  may  be  made  under 
this  section  for  training  or  retraining  expenditures  except  in  accor- 
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dance  with  a  training  plan  approved  by  the  Secretary  which,  at  a 
minimum — 

[(A)  describes  how  training  needs  were  assessed  and  how  the 
assessment  was  used  to  structure  the  training  programs,  the  indi- 
viduals to  be  trained,  and  the  training  resources  to  be  used; 

[(B)  demonstrates  that  the  training  activities  have  a  direct 
relationship  to  the  title  XX  services  program  and  to  the  State's 
staffing  needs  to  carry  out  the  title  XX  services  program ;  and 
[(C)  describes  the  State  agency's  plan  to  monitor  training 
programs  and  to  evaluate  the  agency's  overall  staff  training  and 
development  program. 
[(b)  (1)  Prior  to  the  beginning  of  each  quarter  the  Secretary  shall 
estimate  the  amount  to  which  a  State  will  be  entitled  under  this  sec- 
tion for  that  quarter  on  the  basis  of  a  report  filed  by  the  State  con- 
taining its  estimate  of  the  amount  to  be  expended  during  that  quarter 
with  respect  to  which  payment  must  be  made  under  this  section,  to- 
gether with  an  explanation  of  the  bases  for  that  estimate. 

[(2)  The  Secretary  shall  then  pay  to  the  State,  in  such  install- 
ments as  he  may  determine,  the  amount  so  estimated,  reduced  or  in- 
creased to  the  extent  of  any  overpayment  or  underpayment  which 
the  Secretary  determines  was  made  under  this  section  to  the  State  for 
any  prior  quarter  and  with  respect  to  which  adjustment  has  not  al- 
ready been  made  under  this  subsection. 

[(3)  Upon  the  making  of  any  estimate  by  the  Secretary  under  this 
subsection,  any  appropriations  available  for  payments  under  this 
section  shall  be  deemed  obligated. 

[Program  Reporting 

[Sec.  2003.  (a)  Each  State  which  participates  in  the  program  estab- 
lished by  this  title  shall  make  such  reports  concerning  its  use  of  Fed- 
eral social  services  funds  as  the  Secretary  may  by  regulation  provide. 

[(b)  Each  State  which  participates  in  the  program  established  by 
this  title  shall  assure  that  the  aggregate  expenditures  from  appropri- 
ated funds  from  the  State  and  political  subdivisions  thereof  for  the 
provision  of  service  during  each  fiscal  year  (as  selected  by  the  State 
under  section  2004(1) )  within  each  services  program  period  (as  estab- 
lished under  the  requirements  of  section  2002(a)  (3) )  with  respect  to 
which  payment  is  made  under  section  2002  is  not  less  than  the  aggregate 
expenditures  from  such  appropriated  funds  for  the  provision  of  those 
services  during  the  fiscal  year  ending  June  30,  1973,  or  the  fiscal  year 
ending  June  30,  1974,  with  respect  to  which  pavment  was  made  undei 
the  plan  of  the  State  approved  under  title  I,  VI,  X,  XIV,  or  XVI,  or 
part  A  of  title  IV,  whichever  is  less,  except  that  the  requirements  of 
this  subsection  shall  not  applv  to  any  State  for  any  services  program 
period  if  the  payment  to  the  State  under  section  2002,  for  each  fiscnl 
year  any  part  of  which  is  included  in  that  services  program  year,  with 
respect  to  expenditures  other  than  expenditures  for  personnel  training 
or  retraining  directly  related  to  the  provision  of  services,  equals  the 
allotment  of  the  State  for  that  fiscal  year  under  section  2002(a)  (2). 

[(c)  (1)  If  the  Secretary,  after  reasonable  notice  and  an  opportunity 
for  a  hearing  to  the  State,  finds  that  there  is  a  substantial  failure  to 
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comply  with  any  of  the  requirements  imposed  by  subsections  (a)  and 
(b)  of  this  section,  he  shall,  except  as  provided  in  paragraph  (2), 
notify  the  State  that  further  payments  will  not  be  made  to  the  State 
under  section.  2002  until  he  is  satisfied  that  there  will  no  longer  be  any 
such  failure  to  comply,  and  until  he  is  so  satisfied  he  shall  make  no 
further  payments  to  the  State. 

[(2)  The  Secretary  may  suspend  implementation  of  any  termina- 
tion of  payments  under  paragraph  (1)  for  such  period  as  he  determines 
appropriate  and  instead,  reduce  the  amount  otherwise  payable  to  the 
State  under  section  2002  for  expenditures  during  that  period  by  3  per 
centum  for  each  of  subsections  (a)  and  (b)  of  this  section  with  respect 
to  which  there  was  a  finding  of  substantial  noncompliance  and  with 
respect  to  which  he  is  not  yet  satisfied  that  there  will  no  longer  be  any 
such  failure  to  comply. 

[(d)  (1)  Each  State  which  participates  in  the  program  established 
by  this  title  shall  have  a  plan  applicable  to  its  program  for  the  provi- 
sion of  the  services  described  in  section  2002(a)  (1)  which — 

[(A)  provides  that  an  opportunity  for  a  fair  hearing  before  the 
appropriate  State  agency  will  be  granted  to  any  individual  whose 
claim  for  any  service  described  in  section  2002(a)  (1)  is  denied  or 
is  not  acted  upon  with  reasonable  promptness ; 

[(B)  provides  safeguards  which  restrict  the  use  or  disclosure  of 
information  obtained  in  connection  with  administration  of  the 
State's  program  for  the  provision  of  the  services  described  in  sec- 
tion 2002(a)  (1)  concerning;  applicants  for  and  recipients  of  those 
training  standards  for  such  services  which  are  reasonable  in  accord 
with  recommended  standards  of  national  organizations  concerned 
with  standards  for  such  services,  including  standards  related  to 
admission  policies  for  facilities  providing  such  services,  safety, 
sanitation,  and  protection  of  civil  rights; 

[(H)  provides  that  the  State's  program  for  the  provision  of  the 
services  described  in  section  2002(a)(1)  will  be  in  effect  in  all 
political  subdivisions  of  the  State ; 

[(I)  provides  for  financial  participation  bv  the  State  in  the 
provision  of  the  services  described  in  section  2002(a)  (1)  ; 

[(J)  provides  that  any  entity  (other  than  an  individual  practi- 
tioner or  a  group  of  practitioners)  receiving  payments  for  the  pro- 
vision of  health  related  services  complies  with  the  requirements  of 
section  1124,  and  supplies  (within  such  period  as  may  be  specified 
in  regulations  by  the  Secretary  or  by  the  State  agency  which  ad- 
ministers or  supervises  the  administration  of  the  plan)  upon  re- 
quest specifically  addressed  to  such  entity  by  the  Secretary  or  such 
State  agency,  respectively,  (i)  full  and  complete  information  as  to 
the  ownership  of  a  subcontractor  (as  defined  by  the  Secretary  in 
regulations)  with  whom  such  entity  has  had,  during  the  previous 
twelve  months,  business  transactions  in  an  aggregate  amount  in 
excess  of  $25,000.  and  (ii)  full  and  complete  information  as  to  any 
significant  business  transactions  (as  defined  by  the  Secretary  in 
regulations) ,  occurring  during  the  five-year  period  ending  on  the 
date  of  such  request,  between  such  entity  and  any  wholly  owned 
supplier  or  between  such  entity  and  any  subcontractor ;  and 
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[(K)  provides  that  the  State  will  bar  any  specified  individual 
from  participation  in  the  program  for  the  period  specified  by  the 
Secretary  when  required  by  him  to  do  so  pursuant  to  section 
1128,  and  provides  that  no  payment  may  be  made  under  the 
program  with  respect  to  anv  item  or  service  furnished  by  such 
individual  during  such  period. 
Notwithstanding  clause  (C),  if  on  December  1, 1974,  the  State  agency 
which  administered  or  supervised  the  administration  of  the  portion  of 
the  plan  of  the  State  for  services  to  the  aged,  blind,  or  disabled  ap- 
proved under  title  VI  of  this  Act  which  related  to  blind  individuals 
was  different  from  the  agency  which  administered  or  supervised  the 
administration  of  the  rest  of  that  plan,  the  State  agency  which  admin- 
istered or  supervised  the  administration  of  the  portion  of  the  plan  of 
the  State  for  services  to  the  aged,  blind,  or  disabled  related  to  blind 
individuals  may  be  designated  to  administer  or  supervise  the  adminis- 
tration of  the  portion  of  the  State's  program  for  the  provision  of  the 
services  described  in  section  2002(a)  (1)  related  to  blind  individuals 
and  a  separate  State  agency  may  be  designated  to  administer  or  su- 
pervise the  administration  of  the  rest  of  the  program;  and  in  such 
case  the  part  of  the  program  which  each  agency  administers,  or  the 
administration  of  which  each  agency  supervises,  shall  be  regarded  as 
a  separate  program  for  the  provision  of  the  services  described  in  sec- 
tion 2002(a)  (1)  for  purposes  of  this  title.  The  date  selected  by  the 
State  pursuant  to  section  2004(1)  as  the  beginning  of  the  services  pro- 
gram period  for  each  of  the  separate  programs  shall  be  the  same. 

[(2)  The  Secretary  shall  approve  any  plan  which  complies  with 
the  provisions  of  paragraph  (1) . 

[(e)  (1)  No  payment  may  be  made  under  section  2002  to  any  State 
which  does  not  have  a  plan  approved  under  subsection  (d). 

[(2)  In  the  case  of  any  States  plan  which  has  been  approved  by  the 
Secretary  under  subsection  (d),  if  the  Secretary,  after  reasonable 
notice  and  an  opportunity  for  a  hearing  to  the  State,  findsi — 

[(A)  that  the  plan  no  longer  complies  with  the  provisions  of 
subsection  (d)  (1),  or 

[(B)  that  in  the  administration  of  the  plan  there  is  a  substan- 
tial failure  to  comply  with  any  such  provision, 
the  Secretary  shall,  except  as  provided  in  paragraph  (3),  notify  the 
State  that  further  payments  will  not  be  made  to  the  State  under  sec- 
tion 2002  until  he  is  satisfied  that  there  will  no  longer  be  any  such 
failure  to  complv,  and  until  he  is  so  satisfied  he  shall  make  no  further 
payments  to  the  State. 

[(3)  The  Secretary  may  suspend  implementation  of  any  termina- 
tion of  payments  under  paragraph  (2)  for  such  period  as  he  deter- 
mines appropriate  and  instead  reduce  the  amount  otherwise  payable 
to  the  State  under  section  2002  for  expenditures  during  that  period  by 
3  percent  for  each  clause  of  subsection  (d)  (1)  with  respect  to  which 
there  is  a  finding  of  noncompliance  and  with  respect  to  which  he  is  not 
yet  satisfied  that  there  will  no  longer  be  any  such  failure  to  comply. 

[(f)  The  provisions  of  section  333  of  the  Comprehensive  Alcohol 
Abuse  and  Alcoholism  Prevention,  Treatment,  and  Rehabilitation 
Act  of  1970  shall  be  applicable  to  services  provided  by  any  State  pur- 
suant to  this  title  with  respect  to  individuals  suffering  from  drug 
addiction  or  alcoholism. 
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[Services  Program  Planning 

• 

[Sec.  2004.  A  State's  services  program  planning  meets  the  require- 
ments of  this  section  if,  for  the  purpose  of  assuring  public  participa- 
tion in  the  development  of  the  program  for  the  provision  of  the  serv- 
ices described  in  section  2002(a)  (1)  within  the  State — 

[(1)  for  each  services  program  period,  the  beginning  of  the 
fiscal  year  of  the  Federal  Government,  the  State  government,  or 
the  political  subdivisions  of  such  State  is  established  as  the  begin- 
ning of  the  State's  services  program  period,  and  the  end  of  such 
fiscal  year,  the  succeeding  fiscal  year,  or  the  second  succeeding 
fiscal  year  is  established  as  the  end  of  the  State's  services  program 
period ;  and 

[(2)  at  least  ninety  days  prior  to  the  beginning  of  the  State's 
services  program  period,  the  chief  executive  officer  of  the  State,  or 
such  other  official  as  the  laws  of  the  State  provide,  publishes  and 
makes  generally  available  (as  defined  in  regulations  prescribed  by 
the  Secretary  after  consideration  of  State  laws  governing  notice 
of  actions  by  public  officials)  to  the  public  a  proposed  compre- 
hensive services  program  plan  prepared  by  the  agency  designated 
pursuant  to  the  requirements  of  section  2003(d)  (1)  (C)  and,  un- 
less the  laws  of  the  State  provide  otherwise,  approved  by  the  chief 
executive  officer,  which  sets  forth  the  State's  plan  for  the  provi- 
sion of  the  services  described  in  section  2002(a)  (1)  during  that 
period,  including — 

[(A)  the  objectives  to  be  achieved  under  the  program, 
[(B)  the  services  to  be  provided  under  the  program, 
including  at  least  one  service  directed  at  at  least  one  of  the 
goals  in  each  of  the  five  categories  of  goals  set  forth  in  section 
2002(a)(1)  (as  determined  by  the  State)  and  including  at 
least  three  types  of  services  (selected  by  the  State)  for  indi- 
viduals who  are  recipients  of  supplemental  security  income 
benefits  under  title  XVI  and  who  are  in  need  of  such  services, 
together  with  a  definition  of  those  services  and  a  description 
of  their  relationship  to  the  objectives  to  be  achieved  under  the 
program  and  the  goals  described  in  section  2002(a)  (1) , 

[(C)  the  categories  of  individuals  to  whom  those  services 
are  to  be  provided,  including  any  categories  based  on  the 
income  of  individuals  or  their  families, 

[  (D )  the  geographic  areas  in  which  those  services  are  to  be 
provided,  and  the  nature  and  amount  of  the  services  to  be 
provided  in  each  area, 

[(E)  a  description  of  the  planning,  evaluation,  and  report- 
ing activities  to  be  carried  out  under  the  program, 

[(F)  the  sources  of  the  resources  to  be  used  to  carry  out  the 
program, 

[(G)  a  description  of  the  organizational  structure  through 
which  the  program  will  be  administered,  including  the  extent 
to  which  public  and  private  agencies  and  volunteers  will  be 
utilized  in  the  provision  of  services, 

[(H)  a  description  of  how  the  provision  of  services  under 
the  program  will  be  coordinated  with  the  plan  of  the  State 
approved  under  part  A  of  title  IV,  the  plan  of  the  State 
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developed  under  part  B  of  that  title,  the  supplemental  secu- 
rity income  program  established  by  title  XVI,  the  plan  of  the 
State  approved  under  title  XIX,  and  other  programs  for  the 
provision  of  related  human  services  within  the  State,  includ- 
ing the  steps  taken  to  assure  maximum  feasible  utilization  of 
services  under  these  programs  to  meet  the  needs  of  the  low 
income  population, 

[(I)  the  estimated  expenditures  under  the  program,  in- 
cluding estimated  expenditures  with  respect  to  each  of  the 
services  to  be  provided,  each  of  the  categories  of  individuals 
to  whom  those  services  are  to  be  provided,  and  each  of  the 
geographic  areas  in  which  those  services  are  to  be  provided, 
and  a  comparison  between  estimated  non-Federal  expendi- 
tures under  the  program  and  non-Federal  expenditures  for 
the  provision  of  the  services  described  in  section  2002(a)  (1) 
in  the  State  during  the  preceding  services  program  period, 
and 

[(J)  a  description  of  the  steps  taken,  or  to  be  taken,  to 
assure  that  the  needs  of  all  residents  of,  and  all  geographic 
areas  in,  the  State  were  taken  into  account  in  the  development 
of  the  plan;  and 

[(3)  public  comment  on  the  proposed  plan  is  accepted  for  a 
period  of  at  least  forty-five  days ;  and 

[(4)  at  least  forty-five  days  after  publication  of  the  proposed 
plan  and  prior  to  the  beginning  of  the  State's  services  program 
period,  the  chief  executive  officer  of  the  State,  or  such  other  official 
as  the  laws  of  the  State  provide,  publishes  a  final  comprehensive 
annual  services  program  plan  prepared  by  the  agency  designed 
pursuant  to  the  requirements  of  section  2003(d)  (1)  (C)  and,  un- 
less the  laws  of  the  State  provide  otherwise,  approved  by  the  chief 
executive  officer,  which  sets  forth  the  same  information  required 
to  be  included  in  the  proposed  plan,  together  with  an  explanation 
of  the  differences  between  the  proposed  and  final  plan  and  the 
reasons  therefor ;  and 

![(5)  any  amendment  to  a  final  comprehensive  services  program 
plan  is  prepared  by  the  agency  designated  pursuant  to  section 
2003(d)(1)(C),  approved  by  the  chief  executive  officer  of  the 
State  unless  the  laws  of  the  State  provide  otherwise,  and  published 
by  the  chief  executive  officer  of  the  State,  or  such  other  official 
as  the  laws  of  the  State  provide,  as  a  proposed  amendment  on 
which  public  comment  is  accepted  for  a  period  of  at  least  thirty 
days,  and  then  prepared  by  the  agency  designated  pursuant  to  sec- 
tion 2003(d)(1)(C),  approved  by  the  chief  executive  officer  of 
the  State  unless  the  laws  of  the  State  provide  otherwise,  and  pub- 
lished by  the  chief  executive  officer  of  the  State,  or  such  other 
official  as  the  laws  of  the  State  provide,  as  a  final  amendment,  to- 
gether with  an  explanation  of  the  differences  between  the  pro- 
posed and  final  amendment  and  the  reasons  therefor ;  and 

[(6)  in  the  case  of  a  State  that  adopts  a  services  program  plan- 
ning period  of  longer  than  one  year,  the  State  agency  publishes 
and  makes  generally  available  such  information  concerning  the 
comprehensive  services  program  at  such  times  as  the  Secretary 
may  by  regulation  require ; 
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[Effective  Date  of  Regulations  Published  by  the  Secretary 

[Sec.  2005.  No  final  regulation  published  by  the  Secretary  under 
this  title  shall  be  effective  with  respect  to  payments  under  section 
2002  for  expenditures  during  any  quarter  commencing  before  the  be- 
ginning of  the  first  services  program  period  established  by  the  State 
under  the  requirements  of  section  2002(a)  (3)  which  begins  at  least 
sixty  days  after  the  publication  of  the  final  regulation. 

[Evaluation;  Program  Assistance 

[Sec.  2006.  (a)  The  Secretary  shall  provide  for  the  continuing 
evaluation  of  State  programs  for  the  provision  of  the  services  de- 
scribed in  section  2002(a)  (1). 

[(b)  The  Secretary  shall  make  available  to  the  States  assistance 
with  respect  to  the  content  of  their  services  program,  and  their  serv- 
ices program  planning,  reporting,  administration,  and  evaluation. 

[(c)  Within  six  months  after  the  close  of  each  fiscal  year,  the  Sec- 
retary shall  submit  to  the  Congress  a  report  on  the  operation  of  the 
program  established  by  this  title  during  that  year,  including — 

[(1)  the  evaluations  carried  out  under  subsection  (a)  and  the 
results  obtained  therefrom,  and 

[(2)  the  assistance  provided  under  subsection  (b)  during  that 
year. 

[Child  Day  Care  Services 

[Sec.  2007.  (a)  Subject  to  subsection  (b) ,  sums  granted  by  a  State  to 
a  qualified  provider  of  child  day  care  services  (as  defined  in  subsection 
(c))  to  assist  such  provider  in  meeting  its  work  incentive  program 
expenses  (as  defined  in  subsection  (c))  with  respect  to  individuals 
employed  in  jobs  related  to  the  provision  of  child  day  care  services  in 
one  or  more  child  day  care  facilities  of  such  provider,  shall  be  deemed 
for  purposes  of  section  2002  to  constitute  expenditures  made  by  the 
State  in  accordance  with  the  provisions  of  this  title  for  the  provision 
of  child  day  care  services. 

[(b)  The  provisions  of  subsection  (a)  shall  not  be  applicable  with 
respect  to  any  grant  made  to  a  particular  qualified  provider  of  child 
day  care  services  to  the  extent  that  (as  determined  by  the  Secretary) 
such  grant  is  or  will  be  used  to  pay  wages  to  any  employee  at  an  annua] 
rate  in  excess  of  $6,000,  in  the  case  of  a  public  or  nonprofit  private 
provider,  or  at  an  annual  rate  in  excess  of  $5,000,  or  to  pay  more  than 
80  per  centum  of  the  wages  of  any  employee,  in  the  case  of  any  other 
provider. 

[(c)  For  purposes  of  this  subsection — 

[(1)  the  term  "qualified  provider  of  child  day  care  services", 
when  used  in  reference  to  a  recipient  of  a  grant  by  a  State,  in- 
cludes a  provider  of  such  services  only  if,  of  the  total  number  of 
children  receiving  such  services  from  such  provider  in  the  facility 
with  respect  to  which  the  grant  is  made,  at  least  20  per  centum 
thereof  have  some  or  all  of  the  costs  for  the  child  day  care  services 
so  furnished  to  them  by  such  provider  paid  for  under  the  State's 
services  program  conducted  pursuant  to  this  title ;  and 

[(2)  the  term  "work  incentive  program  expenses"  means  ex- 
penses of  a  qualified  provider  of  child  day  care  services  which 


772 


constitute  work  incentive  program  expenses  as  defined  in  section 
50B(a)  (1)  of  the  Internal  Revenue  Code  of  1954,  or  which  would 
constitute  work  incentive  program  expenses  as  so  defined  if  the 
provider  were  a  taxpayer  entitled  to  a  credit  ( with  respect  to  the 
wages  involved)  under  section  40  of  such  Code. 

[Definitions 

[Sec.  2008.  For  purposes  of  this  title— 

[(1)  the  term  "State  supplementary  payment"  means  any  cash 
payment  made  by  a  State  on  a  regular  basis  to  an  individual  who 
is  receiving  supplemental  security  income  benefits  under  title 
XVI  or  who  would  but  for  his  income  be  eligible  to  receive  such 
benefits,  as  assistance  based  on  need  in  supplementation  of  such 
benefits,  as  determined  bv  the  Secretary,  and 

[(2)  the  term  "State"  means  the  fifty  States  and  the  District  of 
Columbia.] 

TITLE  XX— BLOCK  GRANTS  TO  STATES  FOR  SOCIAL 

SERVICES 

Purposes  of  Title;  Authorization  of  Appropriations 

Sec.  2001.  For  the  purposes  o  f  consolidating  Federal  assistance  to 
States  for  social  services  into  a  single  grant,  increasing  State  flexibility 
in  using  social  service  grants,  and  encouraging  each  State,  as  far  as 
practicable  under  the  conditions  in  that  State,  to  furnish  services  di- 
rected at  the  aoals  of — 

(1)  achieving  or  maintaining  economic  self-support  to  prevent, 
reduce,  or  eliminate  dependency  ; 

(2)  achieving  or  maintaining  self- sufficiency,  including  reduc- 
tion or  prevention  of  dependency ; 

(3)  preventing  or  remedying  neglect,  abuse,  or  exploitation  of 
children  and  adults  unable  to  protect  their  own  interests,  or  pre- 
serving, rehahilitating ,  or  reuniting  families ; 

(4)  preventing  or  reducing  inappropriate  institutional  care  by 
providing  for  community -based  care,  home-based  care,  or  other 
forms  of  less  intensive  care; 

(5)  securing  referral  or  admission  for  institutional  care  when 
other  forms  of  care  are  not  appropriate,  or  providing  services  to 
individuals  in  institutions; 

(6)  assuring  that  children  removed  from  their  families  are  pro- 
tected, are  receiving  appropriate  care,  and.  are  reunited  with  their 
families  when  appropriate ;  and 

(7)  facilitating  adoption  for  hard  to  place  children  who  cannot 
return  to  their  families,  there  are  authorized  to  be  appropriated 
for  each  fiscal  year  such  sums  as  may  be  necessary  to  carry  out 
the  purposes  of  this  title. 

Payments  to  States 

Sec.  2002.  (a)(1)  Each  State  shall  be  entitled  to  payment  under 
this  title  for  each  -fiscal  year  in  an  amount  equal  to  its  allotment  for 
such  fiscal  year,  to  be  used,  by  such  State  for  services  directed  at  the 
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goals  set  forth  in  section  2001,  subject  to  the  provisions  of  section  2006 
and  the  requirements  of  this  title. 

(2)  For  purposes  of  paragraph  (1) — 

(A )  services  which  are  directed  at  the  goals  set  forth  in  section 
2001  include,  but  are  not  limited  to,  child  welfare  services,  foster 
care  payments,  adoption  assistance,  child  care  services,  protective 
services  for  children  and  adults,  services  for  children  and  adults 
in  foster  care,  services  related  to  the  management  and  maintenance 
of  the  home,  day  care  services  for  adults,  transportation  services, 
family  planning  services,  training  and  related  services,  employ- 
ment services,  information,  referral,  and  counseling  services,  the 
preparation  and  delivery  of  meals,  health  support  services  and 
appropriate  combinations  of  services  designed  to  meet  the  special 
needs  of  children,  the  aged,  the  mentally  retarded,  the  blind,  the 
emotionally  disturbed,  the  physically  handicapped,  and  alcoholics 
and  drug  addicts;  and 

(B)  expenditures  for  such  services  may  include  expenditures 
for  administration  (including  planning  and  evaluation)  and 
personnel  training  and  retraining  directly  related  to  the  provi- 
sion of  those  services  (including  both  short-  and  long-term  train- 
ing at  educational  institutions  through  grants  to  such  institu- 
tions or  by  direct  financial  assistance  to  students  enrolled  in 
such  institutions) . 

(b)  The  Secretary  shall  make  payments  in  accordance  with  section 
203  of  the  Intergovernmental  Cooperation  Act  of  1968  (1$  U.S.O. 
4213)  to  each  State  from  its  allotment  for  use  under  this  title. 

(c)  Payments  to  a  State  from  its  allotment  for  any  fiscal  year 
must  be  expended  by  the  State  in  such  fiscal  year  or  in  the  succeeding 
fiscal  year. 

(d)  A  State  may  transfer  up  to  10  percent  of  its  allotment  under 
section  2003  for  any  fiscal  year  for  its  use  for  that  year  under  other 
provisions  of  Federal  laio  providing  block  grants  for  support  of 
health  services,  health  promotion  and  disease  prevention  activities, 
or  energy  or  emergency  assistance  (or  any  combination  of  those  activi- 
ties). Amounts  allotted  to  a  State  under  any  provisions  of  Federal 
law  referred  to  in  the  preceding  sentence  and  transferred  by  a  State 
for  use  in  carrying  out  the  purposes  of  this  title  shall  be  treated  as 
if  they  were  paid  to  the  State  under  this  title  but  shall  not  affect 
the  computation  of  the  State\s  allotment  under  this  title.  The  State 
shall  inform  the  Secretary  of  any  such  transfer  of  funds. 

(e)  A  State  may  use  a  portion  of  the  amounts  described  in  sub- 
section (a)  for  the  purpose  of  purchasing  technical  assistance  from 
public  or  private  entities  if  the  State  determines  that  such  assistance 
is  required  in  developing,  implementing,  or  administering  programs 
funded  under  this  title. 

Allotments 

Sec.  2003.  The  allotment  for  each  State  for  any  fiscal  year  shall  be 
an  amount  which  bears  the  same  ratio  to  $2,639,000,000  as  the  total 
amount  allotted  to  such  State  (without  regard  to  any  reallotment) , 
or  in  the  absence  of  an  allotment,  the  total  amount  obligated  to  such 
State,  or  in  the  absence  of  such  an  allotment  or  obligation,  the  total 
amount  paid  to  such  State  (as  determined  by  the  Secretary  on  the 
basis  of  claims  for  payment  submitted  by  the  State,  and  approved  by 
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the  Secretary,  on  or  before  April  1,  1982)  for  fiscal  year  1981  under 
parts  B  and  E  of  title  IV  (other  than  grants  for  research  under  sec- 
tion J$6  (a)  (1)  (A)  and  (B)  and  for  contracts  and  cooperative  ar- 
rangements under  section  426 (a)  (2)),  under  part  A  of  title  IV  for 
foster  care  payments  (and  associated  administrative  expenses)  au- 
thorized under  section  408,  under  this  title  (as  in  effect  on  Septem- 
ber 30, 1981),  and  for  social  services  in  accordance  with  section  1108(a) 
of  this  Act,  bears  to  the  total  amount  so  allotted,  obligated,  or  paid 
to  all  States  under  those  authorities  for  fiscal  year  1981. 

State  Administration 

Sec.  2004.  Prior  to  expenditure  by  a  State  of  payments  made  to  it 
(under  section  2002  for  any  fiscal  year,  the  State  shall  report  on  the 
intended  use  of  the  payments  the  State  is  to  receive  under  this  title, 
including  information  on  the  types  of  activities  to  be  supported  and 
the  categories  or  characteristics  of  individuals  to  be  served.  The  report 
shall  contain  a  statement  of  the  State's  plans  and  timetable  for  imple- 
mentation of  a  program  meeting  the  requirements  of  section  2006,  and 
shall  also  contain  such  information  as  the  Seci^etary  may  require  on 
tlie  implementation  or  operation  of  such  a  program,  including  a  state- 
ment of  intended  expenditures,  individuals  to  be  served,  and  services 
to  be  provided  under  such  a  program.  The  report  shall  be  transmitted 
to  the  Secretary  and  made  public  within  the  State  in  such  manner 
as  to  facilitate  comment  by  any  person  (including  any  Federal  or 
other  public  agency)  during  development  of  the  report  and  after  its 
completion.  The  report  shall  be  revised,  throughout  the  year  as  may 
be  necessary  to  reflect  substantial  changes  in  the  activities  assisted 
under  this  title,  and  any  revision  shall  be  subject  to  the  requirements 
of  the  previous  sentence. 

Limitations  on  Use  of  Grants 

Sec.  2005.  (a)  Except  as  provided  in  subsection  (b),  grants  made 
under  this  title  may  not  be  used  by  the  State,  or  by  any  other  person 
with  which  the  State  makes  arrangements  to  carry  out  the  purposes 
of  this  title — 

(1)  for  the  purchase  or  improvement  of  land,  or  the  purchase, 
construction,  or  permanent  improvement  (other  than  minor  re- 
modeling) of  any  building  or  other  facility ; 

(2)  for  the  provision  of  cash  payments  for  costs  of  subsistence 
or  for  the  provision  of  room  and  board  (other  than  foster  care 
maintenance  payments,  adoption  assistance  payments,  costs  of 
subsistence  during  rehabilitation^  room  and  board  provided  for 
a  short  term  as  an  integral  but  subordinate  part  of  a  social  service, 
or  temporary  emergency  shelter  provided  as  a  protective  service) ; 

(3)  for  payment  of  the  wages  of  any  individual  as  a  social 
service  (other  than  payment  of  the  wages  of  welfare  recipients 
employed  in  the  provision  of  child  day  care  services) ; 

(4)  for  foster  care  maintenance  payments  for  foster  care  pro- 
vided by  a  public  foster  cave  institution  which  accommodates 
more  than  25  children; 
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(5)  for  the  provision  of  medical  care  (other  than  family  plan- 
ning services,  rehabilitation  services,  or  initial  detoxification  of 
an  alcoholic  or  drug  dependent  individual)  unless  it  is  an  integral 
but  subordinate  part  of  a  social  service  for  which  grants  may  be 
used  under  this  title; 

(6)  for  social  services  (except  services  to  an  alcoholic  or  drug 
dependent  individual  or  rehabilitation  services)  provided  in  and 
by  employees  of  any  hospital,  skilled  nursing  facility,  intermedi- 
ate care  facility,  or  prison,  to  any  individual  living  in  such 
institution; 

(7)  for  the  provision  of  any  educational  service  which  the  State 
makes  generally  available  to  its  residents  without  cost  and  with- 
out regard  to  their  income; 

(8)  for  any  child  day  care  services  unless  such  services  meet 
applicable  standards  of  State  and  local  law;  or 

(9)  for  the  provision  of  cash  payments  as  a  service  (except  as 
otherwise  provided  in  this  section) . 

(b)  The  Secretary  may  waive  the  limitation  contained  in  subsec- 
tion (a)  (1)  and  (5)  upon  the  State's  request  for  such  a  ivaiver  if  he 
finds  that  the  request  describes  extraordinary  circumstances  to  justify 
the  waiver  and  that  permitting  the  waiver  will  contribute  to  the 
State's  ability  to  carry  out  the  purposes  of  this  title. 

Requirements  Relating  to  Adoption  Assistance,  Foster  Care, 
and  Child  Welfare  Services 

Sec.  2006,  (a)  (1)  The  amount  of  the  payment  to  any  State  under 
section  2002  shall  be  reduced  in  an  amount  determined  under  para- 
graph (2)  for  any  fiscal  year  in  which  such  State  does  not  meet  the 
requirements  of  subsections  (b)  and  (c)  of  this  section  (relating  to 
child  welfare  services,  foster  care,  and  adoption  assistance). 

(2)  The  amount  of  the  reduction  under  paragraph  (1)  for  any  fiscal 
year  shall  be  an  amount  ivhich  bears  the  same  ratio  to  such  State's 
allotment  for  such  fiscal  year  as  the  total  amount  paid  to  such  State 
for  fiscal  year  1981  (determined  in  the  same  manner  as  under  section 
2003)  under  parts  IV -B  and  IV -E  (other  than  grants  for  research 
under  section  426(1)  (A)  and  (B)  and 1  for  contracts  and  cooperative 
arrangements  under  section  l$6(a)(2))  and  under  part  IV-A  for 
foster  care  payments  (including  associated  administrative  expenses) 
authorized  under  section  408,  bears  to  the  total  amount  paid  to  such 
State  for  fiscal  year  1981  under  such  provisions  and  under  this  title 
and  for  social  services  in  accordance  ivith  section  1108(a). 

(b)  In  order  to  meet  the  requirements  of  this  subsection  for  any  fis- 
cal year,  the  chief  executive  officer  of  the  State  must  certify  to  the 
Secretary  that  such  State  has  in  effect  a  child  welfare,  foster  care,  and 
adoption  assistance  program,  ivhich  provides,  in  accordance  with  the 
requirements  of  parts  IV-B  and  IY-E  and  section  408  (as  those  pro- 
visions would  have  been  in  effect  for  such  fiscal  year  had  they  not  been 
repealed,  and  including  any  such  requirements  ivhich  were  contingent 
upon  a  specific  amount  being  appropriated  under  part  IB-B)  except 
where  otherwise  provided  under  this  title,  and  which  includes,  to  the 
extent  required  by  such  provisions — 
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(1)  a  services  program  designed  to  help  children,  whose  cus- 
tody the  State  would  otherwise  be  required  to  assume,  remain,  if 
appropriate,  in  their  homes; 

(2)  a  system  in  which,  for  each  child  for  whose  custody  the 
State  is  responsible,  a  plan  is  prepared  (and,  subjected  to  periodic 
court  or  administrative  review)  that  is  designed — 

(A)  to  achieve  placement  in  the  least  restrictive  (most- 
family-like)  setting  available,  or  a  return  to  the  child's  own 
home,  or  an  adoption  placement,  as  appropriate; 

(B)  to  ensure  that  the  child  receives  proper  care; 

(C)  in  the  case  of  a  foster  care  placement,  to  ensure  peri- 
odic hearings  by  a  court  (or  agency  approved  by  the  court) 
to  review  or  determine  the  placement  then  in  the  best  interests 
of  the  child;  and 

(D)  in  the  case  of  a  foster  care  placement,  to  provide  serv- 
ices to  the  parents,  child,  and  foster  parents  in  order  to  im- 
prove the  conditions  in  the  parents'  home,  facilitate  return  of 
the  child  to  his  own  home  or  the  permanent  placement  of  the 
child,  and  address  the  needs  of  the  child  ivhile  in  foster  care; 

(3)  adoption  assistance  for  children  with  special  needs; 

(4)  methods  for  establishing,  and  periodically  reviewing, 
standards  for  foster  family  homes  and  child  care  institutions,  de- 
signed to  ensure  appropriate  care;  and 

(5)  a  stateioide  information  system,  to  be  implemented  by 
October  1, 1983,  from  which  the  status,  demographic  characteris- 
tics, location,  and  goals  for  the  placement  of  every  child  who  is 
in  foster  care,  or  who  has  been  in  such  care  within  the  preceding 
twelve  months,  canreadily  be  determined. 

(C)  In  order  to  meet  the  requirements  of  this  subsection  for  any 
fiscal  year — 

(1)  a  State  must  spend,  for  such  fiscal  year,  for  adoption  as- 
sistance, foster  care,  and  child  welfare  services,  an  amount  equal 
to  or  greater  than  75  percent  of  the  amount  expended  by  such 
State  for  fiscal  year  1981  under  parts  IV -B  and  IV -E  (other 
than  grants  for  research  under  section  426(a)  (1)  (A)  and  (B)), 
and  under  part  IV- A  for  foster  care  payments  (including  as- 
sociated administrative  expenses)  authorized  under  section  lfi8; 
and 

(2)  the  proportion  of  the  amount  paid  to  such  State  under  this 
title  for  such  fiscal  year  which  is  expended  for  foster  care  pay- 
ments (including  associated  administrative  expenses)  may  not 
exceed  the  proportion  of  the  payments  to  such  State  for  fiscal 
year  1981  under  parts  IV-B  and  IV-E  (other  than  grants  for 
research  under  section  426(a)  (1)  (A)  and  (B)),  under  part  IV- A 
for  foster  care  payments  (including  associated  administrative  ex- 
penses) authorized:  under  section  408,  under  this  title,  and  for 
social  services  under  section  1108,  ichich  was  expended  for  foster 
care  payments  (including  associated  administrative  expenses). 

Child  Day  Care  Services 

Sec.  2007.  (a)  Subject  to  subsection  (b).  sums  granted  by  a  State 
to  a  qualified  provider  of  child  day  care  services  (as  defined  in  sub- 
section (c) )  to  assist  such  provider  in  meeting  its  work  incentive  pro- 
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gram  expenses  (as  defined  in  subsection  (c) )  with  respect  to  individ- 
uals employed  in  jobs  related  to  the  provision  of  child  day  care  serv- 
ices in  one  or  more  child  day  care  facilities  of  such  provider,  shall  be 
deemed  for  purposes  of  section  2002  to  constitute  expenditures  made 
by  the  State  in  accordance  with  the  provisions  of  this  title  for  the  pro- 
vision of  child  day  care  services. 

(b)  The  provisions  of  subsection  (a)  shall  not  be  applicable  with 
respect  to  any  grant  made  to  a  particular  Qualified  provider  of  child 
day  care  services  to  the  extent  that  (as  determined  by  the  Secretary) 
such  grant  is  or  will  be  used  to  pay  wages  to  any  employee  at  an  annual 
rate  in  excess  of  $6,000,  in  the  case  of  a  public  or  nonprofit  private 
provider,  or  at  an  annual  rate  in  excess  of  $5,000,  or  to  pay  more  than 
80  percent  of  the  wages  of  any  employee,  in  the  case  of  any  other 
provider. 

(c)  For  purposes  of  this  subsection — 

(1)  the  term  " qualified  provider  of  child  day  care  services", 
when  used  in  reference  to  a  recipient  of  a  grant  by  a  State,  in- 
cludes a  provider  of  such  services  only  if.  of  the  total  number  of 
children  receiving  such  services  from  such  provider  in  the  facili- 
ty with  respect  to  which  the  grant  is  made,  at  least  20  percent 
thereof  have  some  or  all  of  the  costs  for  the  child  day  care  serv- 
ices so  furnished  to  them  by  such  provider  paid  for  under  a  pro- 
gram, conducted  pursuant  to  this  title;  and 

(2)  the  term  "work  incentive  program  expenses"  means  ex- 
penses of  a  qualified  provider  of  child  day  care  services  which  con- 
stitute work  incentive  program  expenses  as  defined  in  section  SOB 
(a)  (1)  of  the  Internal  Revenue  Code  of  195 '4,  or  which 
would  constitute  work  incentive  program  expenses  as  so  defined 
if  the  provider  were  a  taxpayer  entitled  to  a  credit  (with  respect 
to  the  wages  involved)  under  section  40  of  such  Code. 

Reports  and  Audits 

Sec,  2008.  (a)  Each  State  shall  prepare  reports  on  its  activities 
carried  out  with  funds  made  available  (or  transferred  for  use)  under 
this  title.  Reports  shall  be  in  such  form,  contain  such  information,  and 
be  of  such  frequency  (but  not  less  often  than  every  two  years)  as  the 
State  finds  necessary  to  provide  an  accurate  description  of  such  ac- 
tivities, to  secure  a  complete  record  of  the  purposes  for  which  funds 
were  spent,  and  to  determine  the  extent  to  which  funds  were  spent 
in  a  manner  consistent  with  the  reports  required  by  section  200J+. 
Reports  shall  include  information  on  the  implementation  and  opera- 
tion of  a  program  in  accordance  with  the  requirements  of  section  2006. 
including  a  report  on  the  Staters  compliance  with  the  timetable  sub- 
mitted pursuant  to  section  2004  for  implementation  of  such  a  program, 
information  on  the  use  of  payments  to  the  State  under  this  title  for 
such  a  pro  or  am,  information  on  the  individuals  served  and  the  serv- 
ices provided  under  such  program,  and  such  other  information  as  the 
Secretary  mau  require.  The  State  shall  make  copies  of  the  reports 
required  by  this  section  available  for  public  inspection  within  the 
State  and  shall  transmit  a  copy  to  the  Secretary/.  Copies  shall  also  be 
provided,  upon  request,  to  any  interested  public  agency,  and'  each 
such  agency  may  provide  its  views  on  these  reports  to  the  Congress, 
(b)  Each  State  shall,  not  less  often  than  every  two  years,  audit 
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its  expenditures  from  amounts  received  (or  transferred  for  use) 
under  this  title.  Such  State  audits  shall  he  conducted  by  an  entity  in- 
dependent of  any  ^agency  administering  activities  funded  under  this 
title,  in  accordance  with  generally  accepted  auditing  principles. 
Within  30  days  following  the  completion  of  each  audit,  the  State 
shall  submit  a  copy  of  that  audit  to  the  legislature  of  the  State  and 
to  the  Secretary.  Each  State  shall  repay  to  the  United  States  amounts 
ultimately  found  not  to  have  been  expended  in  accordance  with  this 
title,  or  the  Secretary  may  offset  such  amounts  against  any  other 
amount  to  which  the  State  is  or  may  become  entitled  under  this  tile. 

(c)  For  other  provisions  requiring  States  to  account  for  Federal 
grants \  see  section  202  of  the  Intergovernmental  Cooperation  Act  of 
'1968  U2  U.S.C.  4212). 

INTERNAL  REVENUE  CODE  OF  1954  (AS  AMENDED) 
SUBTITLE  A— INCOME  TAXES 

CHAPTER  1.  NORMAL  TAXES  AND  SURTAXES 
*  *  *  *  *  *  * 

SUBCHAPTER  B— COMPUTATION  OF  TAXABLE  INCOME 

jjC  3fC  3$J  if*  5{t 

Part  VI — Itemized  Deductions  for  Individuals  and 
Corporations 

******* 

SEC.  162.  TRADE  OR  BUSINESS  EXPENSES 

******* 
(h)  Health  Plans. — 

(1)  General  rule. — The  expenses  paid  or  incurred  by  an  employer 
f  or  a  health  plan  shall  not  be  allowed  as  a  deduction  under  this  section 
if  the  health  plan  differentiates  in  the  benefits  it  provides  between 
individuals  having  end  stage  renal  disease  and  other  individuals 
covered  by  such  plan  on  the  basis  of  the  existence  of  end  stage  renal 
disease,  the  need  for  renal  dialysis,  or  in  any  other  manner. 

(2)  Health  plan. — For  purposes  of  this  subsection  the  term  "health 
planP  means  any  plan  of,  or  contributed  to  by,  an  employer  to  provide 
medical  care  (as  defined  in  section  213(e))  to  his  employees,  former 
employees,  or  the  families  of  such  employees  or  former  employees, 
directly  or  through  insurance,  reimbursement,  or  othewoise. 

t(h)J(i)  Cross  reference. 

(1)  For  special  rule  relating  to  expenses  in  connection  with  sub- 
dividing real  property  for  sale,  see  section  1237. 

(2)  For  special  rule  relating  to  the  treatment  of  payments  by  a 
transferee  of  a  franchise,  trademark,  or  trade  name,  see  section  1253. 

******* 


SUBTITLE  C— EMPLOYMENT  TAXES 
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CHAPTER  23— FEDERAL  UNEMPLOYMENT  TAX  ACT 

******* 

SEC.  3302.  CREDITS  AGAINST  TAX. 

*****  *  * 

(/)  Cap  on  Credit  Reduction. — 

(1)  In  general. — In  the  case  of  any  State  which  meets  the  require- 
ments of  paragraph  (2)  with  respect  to  any  taxable  year,  the  reduc- 
tion in  credits  otherwise  applicable  to  taxpayers  subject  to  the  unem- 
ployment compensation  law  of  such  State  under  subsection  (c)  (2) 
shall  not  exceed — 

(A)  the  greater  of— 

(i)  the  percentage  reduction  of  such  credits  which  was  in 
effect  with  respect  to  such  State  under  subsection  (c)(2)  for 
the  preceding  taxable  year;  or 

(ii)  20  percent  of  the  tax  imposed  under  section  3301  with 
respect  to  the  wages  paid  by  such  taxpayer  during  such  tax- 
able year  which  are  attributable  to  such  State;  plus 

(B)  in  the  case  of  a  State  which,  for  such  taxable  year,  has  a 
rate  of  insured  unemployment  (as  determined  under  subsections 
(e)  and  (/)  of  section  203  of  the  Federal-State  Extended  Unem- 
ployment Compensation  Act  of  1970  as  in  effect  for  taxable  year 
1980)  which  is  equal  to  or  less  than  80  percent  of  such  Staters 
average  of  such  rates  for  the  ttvo  preceding  taxable  years,  10  per- 
cent of  the  tax  imposed  under  section  3301  with  respect  to  the 
wages  paid  by  such  taxpayer  during  such  taxable  year  which  are 
attributable  to  such  State. 

(2)  Solvency  requirements. — The  requirements  of  this  paragraph 
are  met  by  any  State  with  respect  to  any  taxable  year  if  the  Secretary 
of  Labor  determines  on  November  10  of  such  taxable  year  that — 

(A)  the  outstanding  balance  for  such  State  of  advances  under 
title  XII  of  the  Social  Security  Act  on  the  preceding  Septem- 
ber 30  was  not  greater  than  the  outstanding  balance  for  such 
State  of  such  advances  on  the  second  preceding  September  30; 

(B)  no  State  action  was  taken  during  the  12-month  period 
ending  on  the  preceding  September  30  (excluding  any  action  re- 
quired under  State  laic  as  in  effect  prior  to  the  date  of  the  enact- 
ment of  this  subsection)  which  has  resulted  or  will  result  in  a 
reduction  in  such  State's  unemployment  tax  effort  ( as  defined  by 
the  Secretary  of  Labor  in  regulations) ;  and 

(C)  no  State  action  was  taken  during  the  12 -month  peAod 
ending  on  the  preceding  September  30  (excluding  any  action 
required  under  State  law  as  in  effect  prior  to  the  date  of  the 
enactment  of  this  subsection)  which  has  resulted  or  ivill  result 
in  a  net  decrease  in  the  solvency  of  the  State  unemployment  com- 
pensation system  (as  defined  by  the  Secretary  of  Labor  in 
regulations) . 

(3)  Secretarial  authority  to  alter  determination. — Any  determina- 
tion by  the  Secretary  of  Labor  under  subparagraph  (B)  or  (C)  of 
paragraph  (2)  may  be  altered  or  reversed  by  the  Secretary  of  Labor 
if  he  determines  that  such  action  is  warranted  on  the  basis  of  the 


780 


failure  by  such  State  to  make  available  timely  infor-mation  with 
respect  to  State  actions. 

(4)  Credit  reduction  for  subsequent  years. — In  making  determina- 
tions under  subsection  (c)(2)  with  respect  to  taxable  years  ending 
before  October  1,  1984,  for  which  a  State  is  not  subject  to  the  cap 
under  this  subsection,  any  taxable  year,  and  January  1  of  such  taxable 
year,  for  which  a  State  was  subject  to  such  cap  shall  not  be  taken 
into  account  in  determining  consecutive  taxable  years  (or  January  1 
thereof). 

(5)  Definitions  and  special  rules. — The  definitions  and  special  rules 
set  forth  in  subsection  (d)  shall  apply  to  this  subsection  in  the  same 
manner  as  they  apply  to  subsection  (c). 

(g)  Waiver  of  New  Borrowing  Provisions  in  Periods  of  Reces- 
sion.— 

(7)  Waiver. — The  requirement  of  subsection  (f)(2)(A)  shall  not 
be  applicable  to  a  State,  at  the  option  of  the  State,  for  a  taxable  year 
if  such  State,  during  the  Federal  fiscal  year  ending  on  the  preceding 
September  30  referred  to  in  such  subsection,  meets  the  requirements 
of  paragraph  (2)  of  this  subsection. 

(2)  Requirements. — The  requirements  of  this  paragraph  are  met  by 
a  State  during  any  Federal  fiscal  year  if — 

(A )  there  is  a  State  'on*  indicator  for  such  State  for  26  or  more 
weeks  during  such  fiscal  year,  as  determined  under  section  203(e) 
of  the  Federal -State  Extended  Unemployment  Compensation  Act 
of  1970  or  any  State  option  provided  for  under  a  State  law 
enacted  pursuant  to  such  subsection;  and 

(B)  the  average  employer  contribution  rate  under  such  Staters 
unemployment  compensation  late  (approved  under  section  330Jf) 
based  upon  the  total  mages  (as  defined  in  section  3306(b)  without 
regard  to  the  limitation  contained  in  paragraph  (1)  of  such 
section  3306(b) )  paid  by  employers  during  such  fiscal  year  with 
respect  to  employment  (as  defined  in  section  3306(c)}  is  equal 
to  or  greater  than  a  rate  equal  to  150  percent  of  such  average 
employer  contribution  rate  for  all  the  States  for  such  fiscal  year, 
based  upon  such  total  wages. 

(3)  Repayment  requirements. — 

(A)  Any  State  which  available  itself  of  a  waiver  allowed  by  para- 
graph (1)  must,  icithin  24  months  after  the  beginning  of  any  subse- 
quent Federal  fiscal  year  during  which  such  State  did  not  meet  the  re- 
quirements of  paragraph  (2) ,  repay  so  much  of  its  outstanding  balance 
of  advances  under  title  XII  of  the  Social  Security  Act  as  exceeds  its 
balance  of  such  advances  as  of  the  September  30  second  preceding  the 
November  10  of  the  first  taxable  year  in  the  most  recent  period  of  con- 
secutive taxable  years  with  respect  to  which  such  State  availed  itself 
of  such  waiver. 

(B)  Any  State  which  fails  to  meet  the  requirements  of  subpara- 
graph (A)  shall  cease  to  be  eligible  under  subsection  (f)  for  taxable 
years  beginning  with  the  taxable  year  in  which  such  24-month  period 
ends,  and  shall  remain  ineliqible  under  such  subsections  until  the  tax- 
able year  which  begins  in  the  Federal  fiscal  year  in  which  the  repay- 
ments required  under  this  paragraph  have  been  made  . 
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(4)  Limitation  on  waiver. — Notwithstanding  any  other  provision 
of  this  subsection,  no  State  may  avail  itself  of  a  waiver  under  para- 
graph (1)  for  more  than  two  consecutive  Federal  fiscal  years. 

SEC.  3304.  APPROVAL  OF  STATE  LAWS. 

(a)  Kequirements.— The  Secretary  of  Labor  shall  approve  any 
State  law  submitted  to  him,  within  30  days  of  such  submission,  which 
he  finds  provides  that — 

******* 

(17)  any  interest  required  to  be  paid  on  advances  under  title 
XII  of  the  Social  Security  Act  shall  be  paid  in  a  timely  manner 
and  shall  not  be  paid,  directly  or  indirectly  (by  an  equivalent 
reduction  in  State  unemployment  taxes  or  otherwise)  by  such 
State  from  amounts  in  such  Staters  unemployment  fund;  and 

[(17)]  (18)  all  rights,  privileges,  or  immunities  conferred  by 
such  law  or  by  acts  done  pursuant  thereto  shall  exist  subject  to  the 
power  of  the  legislature  to  amend  or  repeal  such  law  at  any  time. 

(b)  Notification. — The  Secretary  of  Labor  shall,  upon  approving 
such  law,  notify  the  governor  of  the  State  of  his  approval. 

(c)  Certification. — On  October  31  of  each  taxable  year  the  Secre- 
tary of  Labor  shall  certify  to  the  Secretary  of  the  Treasury  each  State 
whose  law  he  has  previously  approved,  except  that  he  shall  not  certify 
any  State  which,  after  reasonable  notice  and  opportunity  for  hearing 
to  the  State  agency,  the  Secretary  of  Labor  finds  has  amended  its  law 
so  that  it  no  longer  contains  the  provisions  specified  in  subsection  (a) 
or  has  with  respect  to  the  12-month  period  ending  on  such  October  31 
failed  to  comply  substantially  with  any  such  provision  in  such  sub- 
section. No  finding  of  a  failure  to  comply  substantially  with  any  pro- 
vision in  paragraph  (5)  of  subsection  (a)  shall  be  based  on  an  applica- 
tion or  interpretation  of  State  law  (1)  until  all  administrative  review 
provided  for  under  the  laws  of  the  State  has  been  exhausted,  or  (2) 
with  respect  to  which  the  time  for  iudicial  review  provided  by  the  laws 
of  the  State  has  not  expired,  or  (3)  with  respect  to  which  any  iudicial 
review  is  pending.  [On  October  31  of  any  taxable  year  after  1971,  the 
Secretary  of  Labor  shall  not  certify  any  State  which,  after  reasonable 
notice  and  opportunitv  for  hearing:  to  the  State  agency,  the  Secretary 
of  Labor  finds  has  failed  to  amend  its  law  so  that  it  contains  each  of 
the  provisions  required  bv  reason  of  the  enactment  of  the  Employment 
Security  Amendments  of  1970  to  be  included  therein,  or  has  with 
respect  to  the  12-month  period  ending  on  such  October  31,  failed  to 
comolv  substantially  with  any  such  provision.  On  October  31  of  any 
taxable  year  after  1977,  the'  Secretary  shall  not  certify  any  State 
which,  after  reasonable  notice  and  opportunitv  for  a  hearing  to  the 
State  ao-ency,  the  Secretary  of  Labor  finds  has  failed  to  amend  its  law 
so  that  it  contains  each  of  the  provisions  required  by  reason  of  the  en- 
actment of  the  Unemployment  Compensation  Amendments  of  1976  to 
be  included  therein,  or  has  with  resoect  to  the  12-month  period  ending 
on  such  October  31,  failed  to  comply  substantially  with  any  such  pro- 
vision.} On  October  31  of  any  taxable  year,  the  Secretary  of  Labor 
shall  not  certify  any  State  which,  after  reasonable  notice  and  opportu- 
nity for  hearing  to  the  State  agency,  the  Secretary  of  Labor  -finds  has 
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failed  to  amend  its  law  so  that  it  contains  each  of  the  provisions  re- 
quired by  law  to  be  included  therein  {including  provisions  relating  to 
the  Federal-State  Extended  Unemployment  Compensation  Act  of 
1970  {or  any  amendments  thereto)  as  required  under  subsection  {a) 
{11) ) ,  or  has,  with  respect  to  the  twelve-month  period  ending  on  such 
October  31,  failed  to  comply  substantially  with  any  such  provision. 
******* 

SUBTITLE  F— PROCEDURE  AND  ADMINISTRATION 

******* 

CHAPTER  65— ABATEMENTS,  CREDITS,  AND  REFUNDS 

SUBCHAPTER  A— PROCEDURE  IN  GENERAL 

******* 

Sec.  6402.  Authority  to  make  credits  or  refunds, 
(a)  General  rule. 

In  the  case  of  any  overpayment,  the  Secretary,  within  the  applicable 
period  of  limitations,  may  credit  the  amount  of  such  overpayment, 
including  any  interest  allowed  thereon,  against  any  liability  in  respect 
of  an  internal  revenue  tax  on  the  part  of  the  person  who  made  the 
overpayment  and  shall,  subject  to  subsection  (c),  refund  any  balance 
to  such  person. 

(b)  Credits  against  estimated  tax. 

The  Secretary  is  authorized  to  prescribe  regulations  providing  for 
the  crediting  against  the  estimated  income  tax  for  any  taxable  year 
of  the  amount  determined  by  the  taxpayer  or  the  Secretary  to  be  an 
overpayment  of  the  income  tax  for  a  preceding  taxable  year. 

(c)  Offset  of  Past-due  Support  Against  Overpayments. — The 
amount  of  any  overpayment  to  be  refunded  to  the  person  making 
the  overpayment  shall  be  reduced  by  the  amount  of  any  past-due 
support  {as  defined  in  section  A64(c)  of  the  Social  Security  Act) 
owed  by  that  person  of  which  the  Secretary  has  been  notified  by  a 
State  in  accordance  with  section  /+6£  of  the  Social  Security  Act.  The 
Secretary  shall  remit  the  amount  by  which  the  overpayment  is  so 
reduced  to  the  State  to  which  such  support  has  been  assigned  and 
notify  the  person  making  the  overpayment  that  so  much  of  the  over- 
payment as  was  necessary  to  satisfy  his  obligation  for  past-due  support 
has  been  paid  to  the  State.  This  subsection  shall  be  applied  to  an 
overpayment  prior  to  its  being  credited  to  a  person's  future  liability 
for  an  internal  revenue  tax. 

Federal-State  Extended  Unemployment  Compensation  Act,  As 

Amended 


Excerpt  From  Public  Law  91-373,  August  10,  1970 
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Title  II— Federal-State  Extended  Unemployment 
Compensation  Program 

Short  Title 

Sec.  201.  This  title  may  be  cited  as  the  "Federal- State  Extended 
Unemployment  Compensation  Act  of  1970". 

Payment  of  Extended  Compensation 

State  Law  Requirements 

Sec.  202.  (a)(1)  *  *  * 

(5)  Notwithstanding  the  provisions  of  paragraph  (2) ,  an  individ- 
ual shall  not  be  eligible  for  extended  compensation  unless,  in  the  base 
period  with  respect  to  ivhich  the  individual  exhausted  all  rights  to 
regular  compensation  lender  the  State  law,  the  individual  had  20 
weeks  of  full-time  insured  employment,  or  the  equivalent  in  insured 
wages.  For  purposes  of  this  paragraph,  the  equivalent  in  insured 
wages  shall  be  earnings  covered  by  the  State  law  for  compensation 
purposes  which  exceed  Jfi  times  the  individual's  most  recent  weekly 
benefit  amount  or  one  and  one-half  times  the  individuals  insured 
wages  in  that  calendar  quarter  of  the  base  period  in  which  the  individ- 
uals insured  wages  were  the  highest  (or  one  such  quarter  if  his  wages 
were  the  same  for  more  than  one  such  quarter) .  The  State  shall  by  law 
provide  which  one  of  the  foregoing  methods  of  measuring  employ- 
ment and  earnings  shall  be  used  in  that  State. 

[(5)](#)  No  payment  shall  be  made  under  this  Act  to  any  State 
in  respect  of  any  extended  compensation  or  sharable  regular  compen- 
sation paid  to  any  individual  for  any  week  if,  under  the  rules  of  para- 
graphs (3)  [and  (4)],  h,  and  5,  extended  compensation  would  not 
have  been  payable  to  such  individual  for  such  week. 

Extended  Benefit  Period 

Beginning  and  Ending 

Sec.  203.  [(a)  For  purposes  of  this  title,  in  the  case  of  any  State, 
an  extended  benefit  period — 

[(1)  shall  begin  with  the  third  week  after  whichever  of  the 
following  weeks  first  occurs : 

[  ( A)  a  week  for  which  there  is  a  national  "on"  indicator,  or 
[(B)  a  week  for  which  there  is  a  State  "on"  indicator ;  and 
[(2)  shall  end  with  the  third  week  after  the  first  week  for 
which  there  is  both  a  national  "off"  indicator  and  a  State  "off" 
indicator.] 

(a)  For  purposes  of  this  title,  in  the  case  of  any  State,  an  extended 
benefit  period — 

(1)  shall  begin  in  the  State  with  the  third  week  after  the  first 
iceek  for  ivhich  there  is  a  State  "on"  indicator  in  the  State:  and 
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(2)  shall  end  in  the  State  at  the  end  of  the  third  week  after  the 
first  week  for  which  there  is  a  State  "off"  indicator  in  the  State. 

Special  Rules 

(b)  (1)  In  the  case  of  any  State — 

(A)  no  extended  benefit  period  shall  last  for  a  period  of  less 
than  thirteen  consecutive  weeks,  and 

(B)  no  extended  benefit  period  may  begin  [by  reason  of  a  State 
"on"  indicator]  before  the  fourteenth  week  after  the  close  of  a 
prior  extended  benefit  period  with  respect  to  such  State. 

(2)  When  a  determination  has  been  made  that  an  extended  benefit 
period  is  beginning  or  ending  with  respect  to  a  State  [(or  all  the 
States)],  the  Secretary  shall  cause  notice  of  such  determination  to  be 
published  in  the  Federal  Register. 

Eligibility  Period 

(c)  For  purposes  of  this  title,  an  individual's  eligibility  period 
under  the  State  law  shall  consist  of  the  weeks  in  his  benefit  year  which 
begin  in  an  extended  benefit  period  and,  if  his  benefit  year  ends  within 
such  extended  benefit  period,  any  weeks  thereafter  which  begin  in 
such  extended  benefit  period. 

[National  "On"  and  "Off"  Indicators 

(d)  [For  purposes  of  this  section — 

[(1)  There  is  a  national  "on"  indicator  for  a  week  if,  for  the 
period  consisting  of  such  week  and  the  immediately  preceding 
twelve  weeks,  the  rate  of  insured  unemployment  (seasonally 
adjusted)  for  all  States  equaled  or  exceeded  4.5  per  centum  (de- 
termined by  reference  to  the  average  monthly  covered  employ- 
ment for  the  first  four  of  the  most  recent  six  calendar  quarters 
ending  before  the  close  of  such  period) . 

[(2)  There  is  a  national  "off"  indicator  for  a  week  if,  for  the 
period  consisting  of  such  week  and  the  immediaely  preceding 
twelve  weeks,  the  rate  of  insured  unemployment  (seasonally  ad- 
justed) for  all  States  was  less  than  4.5  per  centum  (determined 
by  reference  to  the  average  monthly  covered  employment  for  the 
first  four  of  the  most  recent  six  calendar  quarters  ending  before 
the  close  of  such  period) .] 

State  "On"  and  "Off"  Indicators 

(e)  For  purposes  of  this  section — 

(1)  There  is  a  State  "on"  indicator  for  a  week  if  the  rate  of 
insured  unemployment  under  the  State  law  for  the  period  consist- 
ing of  such  week  and  the  immediately  preceding  twelve  weeks — 

(A)  equaled  or  exceeded  120  per  centum  of  the  average  of 
such  rates  for  the  corresponding  thirteen-week  period  ending 
in  each  of  the  preceding  two  calendar  years,  and 

(B)  equaled  or  exceeded  [4]  5  per  centum. 
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(2)  There  is  a  State  "off"  indicator  for  a  week  if,  for  the  period 
consisting  of  such  week  and  the  immediately  preceding  twelve 
weeks,  either  subparagraph  (A)  or  subparagraph  (B)  of  para- 
graph (1)  is  not  satisfied. 
Effective  with  respect  to  compensation  for  weeks  of  unemployment 
beginning  after  March  30,  1977  (or,  if  later,  the  date  established 
pursuant  to  State  law)  the  State  may  by  law  provide  that  the  deter- 
mination of  whether  there  has  been  a  State  "on"  or  "off"  indicator 
beginning  or  ending  any  extended  benefit  period  shall  be  made  under 
this  subsection  as  if  (i)  paragraph  (1)  did  not  contain  subparagraph 

(A)  thereof,  and  (ii)  the  figure  ["4"]  "5"  contained  in  subparagraph 

(B)  thereof  were  ["5"]  "tf";  except  that,  notwithstanding  any  such 
provision  of  State  law,  any  week  for  which  there  would  otherwise  be  a 
State  "on"  indicator  shall  continue  to  be  such  a  week  and  shall  not  be 
determined  to  be  a  week  for  which  there  is  a  State  "off"  indicator.  For 
purposes  of  this  subsection,  the  rate  of  insured  unemployment  for  any 
thirteen-week  period  shall  be  determined  by  reference  to  the  average 
monthly  covered  employment  under  the  State  law  for  the  first  four  of 
the  most  recent  six  calendar  quarters  ending  before  the  close  of  such 
period. 

Rate  of  Insured  Unemployment;  Covered  Employment 

(f)  (1)  [For  purposes  of  subsections  (d)  and  (e)]  subsection  (e), 
the  term  "rate  of  insured  unemployment  "  means  the  percentage  arrived 
at  by  dividing — 

(A)  the  average  weekly  number  of  individuals  filing  claims 
for  regular  compensation  (other  than  sharable  regular  compen- 
sation) for  weeks  of  unemployment  with  respect  to  the  specified 
period,  as  determined  on  the  basis  of  the  reports  made  by  [all 
State  agencies  (or,  in  the  case  of  subsection  (e),  by  the  State 
agency)]  the  State  agency  to  the  Secretary,  by 

(B)  the  average  monthly  covered  employment  for  the  specified 
period. 

[(2)  Determinations  under  subsection  (d)  shall  be  made  by  the 
Secretary  in  accordance  with  regulations  prescribed  by  him.] 

r(3)](#)  Determinations  under  subsection  (e)  shall  be  made  by 
the  State  agency  in  accordance  with  regulations  prescribed  by  the 
Secretary. 

Payments  to  States 

Amount  Payable 

Sec.  204.  (a)  (1)  There  shall  be  paid  to  each  State  an  amount  equal 
to  one-half  of  the  sum  of — 

(A)  the  sharable  extended  compensation,  and 

( B )  the  sharable  regular  compensation, 
paid  to  individuals  under  the  State  law. 

(2)  No  payment  shall  be  made  to  any  State  under  this  subsection 
in  respect  to  compensation  (A)  for  which  the  State  is  entitled  to 
reimbursement  under  the  provisions  of  any  Federal  law  other  than 
this  Act,  or  (B)  paid  for  the  first  week  in  an  individual's  eligibility 
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period  for  which  extended  compensation  or  sharable  regular  com- 
pensation is  paid,  if  the  State  law  of  such  State  provides  for  payment 
(at  any  time  or  under  any  circumstances)  of  regular  compensation  to 
an  individual  for  his  first  week  of  otherwise  compensable  unemploy- 
ment. 

[(3)  In  the  case  of  compensation  which  is  sharable  extended  com- 
pensation or  sharable  regular  compensation  by  reason  of  the  provision 
contained  in  the  last  sentence  of  section  203(d),  the  first  paragraph 
of  this  subsection  shall  be  applied  as  if  the  words  "one-half  of"  read 
"100  per  centum  of"  but  only  with  respect  to  compensation  that 
would  not  have  been  payable  if  the  State  law's  provisions  as  to  the 
State  "on"  and  "off"  indicators  omitted  the  120  percent  factor  as 
provided  for  by  Public  Law  93-368  and  by  section  106  of  this  Act.] 

[(4)3  (3)  The  amount  which,  but  for  this  paragraph,  would  be  pay- 
able under  this  subsection  to  any  State  in  respect  of  any  compensation 
paid  to  an  individual  whose  base  period  wages  include  wages  for 
services  to  which  section  3306(c)  (7)  of  the  Internal  Revenue  Code  of 
1954  applies  shall  be  reduced  by  an  amount  which  bears  the  same  ratio 
to  the  amount  which,  but  for  this  paragraph,  would  be  payable  under 
this  subsection  to  such  State  in  respect  of  such  compensation  as  the 
amount  of  the  base  period  wages  attributable  to  such  services  bears  to 
the  total  amount  of  the  base  period  wages. 

Excerpts  from  the  Social  Security  Amendments  of  1972 — Public 

Law  92-603 

******* 

DEMONSTRATIONS  AND  REPORTS  I  PROSPECTIVE  REIMBURSEMENT :  EX- 
TENDED CARE!  INTERMEDIATE  CARE  AND  HOMEMAKER  SERVICES AM- 
BULATORY SURGICAL  CENTERS  I  PHYSICIANS'  ASSISTANTS  I  PERFORMANCE 
INCENTIVE  CONTRACTS 

Sec.  222.  (a)  (1)  The  Secretary  of  Health,  Education,  and  Welfare, 
directly  or  through  contracts  with,  or  grants  to,  public  or  private  agen- 
cies or  organizations,  shall  develop  and  carry  out  experiments  and 
demonstration  projects  designed  to  determine  the  relative  advantages 
and  disadvantages  of  various  alternativ  methods  of  making  payment 
on  a  prospective  basis  to  hospitals,  skilled  nursing  facilities,  and  other 
providers  of  services  for  care  and  services  provided  by  them  under 
title  XVIII  of  the  Social  Security  Act  and  under  State  plans  ap- 
proved under  ["titles  XIX  and  V]  title  XIX  of  such  Act,  including 
alternative  methods  for  classifying  providers,  for  establishing  pro- 
spective rates  of  payment,  and  for  implementing  on  a  gradual,  selec- 
tive, or  other  basis  the  establishment  of  a  prospective  payment  system, 
in  order  to  stimulate  such  providers  through  positive  (or  negative) 
financial  incentives  to  use  their  facilities  and  personnel  more  efficiently 
and  thereby  to  reduce  the  total  costs  of  the  health  programs  involved 
without  adversely  affecting  the  quality  of  services  by  containing  or 
lowering  the  rate  of  increase  in  provider  costs  that  has  been  and  is 
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being  experienced  under  the  existing  system  of  retroactive  cost 
reimbursement. 

(2)  The  experiments  and  demonstration  projects  developed  under 
paragraph  (1)  shall  be  of  sufficient  scope  and  shall  be  carried  out  on  a 
wide  enough  scale  to  permit  a  thorough  evaluation  of  the  alternative 
methods  of  prospective  payment  under  consideration  while  giving 
assurance  that  the  results  derived  from  the  experiments  and  projects 
will  obtain  generally  in  the  operation  of  the  programs  involved  (with- 
out committing  such  programs  to  the  adoption  of  any  prospective 
payment  system  either  locally  or  nationally) . 

(3)  In  the  case  of  any  experiment  or  demonstration  project  under 
paragraph  (1),  the  Secretary  may  waive  compliance  with  the  require- 
ments of  titles  XYIII[,  XIX,  and  VJ  and  XIX  of  the  Social  Security 
Act  insofar  as  such  requirements  relate  to  methods  of  payment  for 
services  provided ;  and  costs  incurred  in  such  experiment  or  project  in 
excess  of  those  which  would  otherwise  be  reimbursed  or  paid  under 
such  titles  may  be  reimbursed  or  paid  to  the  extent  that  such  waiver 
applies  to  them  (with  such  excess  being  borne  by  the  Secretary).  No 
experiment  or  demonstration  project  shall  be  developed  or  carried  out 
under  paragraph  (1)  until  the  Secretary  obtains  the  advice  and  rec- 
ommendations of  specialists  who  are  competent  to  evaluate  the  pro- 
posed experiment  or  project  as  to  the  soundness  of  its  objectives,  the 
possibilities  of  securing  productive  results,  the  adequacy  of  resources 
to  conduct  it,  and  its  relationship  to  other  similar  experiments  or 
projects  already  completed  or  in  process;  and  no  such  experiment  or 
project  shall  be  actually  placed  in  operation  unless  at  least  30  days 
prior  thereto  a  written  report,  prepared  for  purposes  of  notification 
and  information  only,  containing  a  full  and  complete  description 
thereof  has  been  transmitted  to  the  Committee  on  Ways  and  Means 
of  the  House  of  Representatives  and  to  the  Committee  on  Finance 
of  the  Senate. 

(4)  Grants,  payments  under  contracts,  and  other  expenditures  made 
for  experiments  and  demonstration  projects  under  this  subsection 
shall  be  made  in  appropriate  part  from  the  Federal  Hospital  Insurance 
Trust  Fund  (established  by  section  1817  of  the  Social  Security  Act) 
?nd  the  Federal  Supplementary  Medical  Insurance  Trust  Fund  (estab- 
lished bv  section  1841  of  the  Social  Security  Act)  and  from  funds 
appropriated  under  [titles  Y  and  XIX]  title  XIX  of  such  Act.  Grants 
and  pavments  under  contracts  may  be  made  either  in  advance  or  by  way 
of  reimbursement,  as  mav  be  determined  by  the  Secretary,  and  shall 
be  made  in  such  installments  and  on  such  conditions  as  the  Secretary 
finds  necessary  to  carry  out  the  purpose  of  this  subsection.  With 
respect  to  any  such  grant,  payment,  or  other  expenditure,  the  amount  to 
be  paid  from  each  of  such  trust  funds  (* nd  from  funds  appropriated 
under  such  [titles  Y  and  XIX1  title  XIX)  shall  be  determined  by 
the  Secretary,  giving  due  regard  to  the  purposes  of  the  experiment  or 
project  involved. 

******* 


Excerpts  From  Public  Law  90-248 


788 


TITLE  II— PUBLIC  WELFARE  AMENDMENTS 

Part  1 — Public  Assistance  Amendments 
******* 

WORK  INCENTIVE  PROGRAM  FOR  RECIPIENTS  OE  AID  UNDER  PART  A  OF 

TITLE  IV 

Sec.  204  (a)  *** 

(c)  (1)  The  amendment  made  by  subsection  (b)  shall  in  the  case  of 
any  State  be  effective  on  July  1, 1968,  or  if  a  statute  of  such  State  pre- 
vents it  from  complying  with  the  requirements  of  such  amendment  on 
such  date,  such  amendment  shall  with  respect  to  such  State  be  effective 
on  July  1,  1969;  except  such  amendment  shall  be  effective  earlier  (in 
the  case  of  any  State),  but  not  before  April  1,  1968,  if  a  modification 
of  the  State  plan  to  comply  with  such  amendment  is  approved  on  an 
earlier  date. 

[(2)  The  provisions  of  section  409  of  the  Social  Security  Act  shall 
not  apply  to  any  State  with  respect  to  anv  quarter  beginning  after 
June  30,  1968 J 

******* 

TITLE  IV— GENERAL  PROVISIONS 
******* 

Sec.  402.  (a)  (1)  The  Secretary  of  Health,  Education,  and  Welfare 
is  authorized,  either  directly  or  through  grants  to  public  or  nonprofit 
private  agencies,  institutions,  and  organizations  or  contracts  with 
public  or  private  agencies,  institutions,  and  organizations,  to  develop 
and  engage  in  experiments  and  demonstration  projects  for  the  follow- 
ing purposes: 

*  *  *  *  *  *  * 

For  purposes  of  this  subsection,  "health  programs  established  bv  the 
Social  Security  Act"  means  the  proqram  established  bv  title  XVIII 
of  such  Act,  a  program  established  bv  a  plan  of  a  State  approved 
under  title  XIX  of  such  Act  I".  and  a  program  established  by  a  plan  of 
a  State  approved  under  title  V  of  such  Act!  and  a  program  established 
by  a  vlan  of  a  State  approved  under  title  XIX  of  such  Act. 

(2)  Grants,  payments  under  contracts,  and  other  expenditures 
made  for  experiments  and  demonstration  proieets  under  rmraffraph 
(1)  shall  be  made  in  appropriate  part  from  the  Federal  Hospital  In- 
surance Trust  Fund  ( established  bv  section  1817  of  the  Social  Security 
Act)  and  the  Federal  Supplementary  Medical  Insurance  Trust  Fund 
(established  by  section  1841  of  the  Social  Security  Act)  and  from 
funds  appropriated  under  fritles  V  and  XTXT  title  XIX  of 
such  Act.  Grants  and  payments  under  contracts  mav  be  made  either 
in  advance  or  bv  wav  of  reimbursement,  as  mav  be  determined  bv  the 
Secretary,  and  shall  be  made  in  such  installments  and  on  such  condi- 
tions as  the  Secretary  finds  necessary  to  carry  out  the  purpose  of  this 
section.  With  respect  to  any  such  grant,  payment,  or  other  expendi- 
ture, the  amount  to  be  paid  from  each  of  such  trust  funds  (and  from 
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funds  appropriated  under  such  titles  V  and  XIX)  shall  be  determined 
by  the  Secretary,  giving  due  regard  to  the  purposes  of  the  experiment 
or  project  involved. 

*  *  *  *  *  *  » 

Excerpts  from  Public  Law  96-223 
TITLE  III— LOW-INCOME  ENERGY  ASSISTANCE 

SHORT  TITLE 

Sec.  301.  This  title  may  be  cited  as  the  "Home  Energy  Assistance 
Act  of  1980". 

*  *  *  *  *  *  * 

ELIGIBLE  HOUSEHOLDS 

Sec.  305.  (a)  Eligible  household  means  any  household  which  the 
State  determines  is — 

(1)  a  household  in  which  one  or  more  individuals  are  eligible 
for  (A)  aid  to  families  with  dependent  children  under  the  State's 
plan  approved  under  part  A  of  title  IV  of  the  Social  Security  Act 
[(other  than  such  aid  in  the  form  of  foster  care  in  accordance  with 
section  408  of  such  Act)],  (B)  supplemental  security  income  pay- 
ments under  title  XVI  of  the  Social  Security  Act,  (C)  food 
stamps  under  the  Food  Stamp  Act  of  1977,  or  (D)  payments  under 
section  415,  521,  541,  or  542  of  title  38,  United  States  Code  (relat- 
ing to  certain  veterans'  benefits)  ;  and 

(2)  any  other  household  with  an  income  equal  to  or  less  than 
the  lower  living  standard  income  level  as  determined  pursuant  to 
subsection  (c)  of  this  section. 

(b)  Notwithstanding  clause  (1)  of  subsection  (a),  a  household 
which  is  eligible  for  supplemental  security  income  payments  under 
title  XVI  of  the  Social  Security  Act,  but  not  eligible  under  subsection 
(a)  (1)  (A) ,  (C) ,  or  (D)  of  this  section,  shall  not  be  considered  eligible 
for  home  energy  assistance  under  this  title  if  the  eligibility  of  a  house- 
hold is  dependent  upon — 

(1)  an  individual  whose  annual  supplemental  security  income 
benefit  rate  is  reduced  pursuant  to  section  1611  (e)  (1)  of  the  Social 
Security  Act  by  reason  of  being  in  an  institution  receiving 
payments  (under  title  XIX  of  that  Act)  with  respect  to  that 
individual, 

(2)  an  individual  to  whom  the  reduction  specified  in  section 
1612(a)  (2)  (A)  (i)  of  that  Act  applies,  or 

(3)  a  child  described  in  section  1614(f)  (2)  of  that  Act  (who  is 
living  together  with  a  parent  or  the  spouse  of  a  parent) . 

(c)  In  verifying  income  eligibility  for  the  purpose  of  clause  (2)  of 
subsection  (a),  the  State  shall  apply  procedures  and  policies  consist- 
ent with  procedures  and  policies  used  by  the  State  agency  administer- 
ing programs  under  part  A  of  title  IV  of  the  Social  Security  Act. 

*****  *  * 
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Excerpts  From  Public  Law  96-272 

SHORT  TITLE 

Section  1.  This  Act,  with  the  following  table  of  contents,  may  be 
cited  as  the  "Adoption  Assistance  and  Child  Welfare  Act  of  1980". 

TITLE  I— FOSTER  CARE  AND  ADOPTION  ASSISTANCE 

FEDERAL  PAYMENTS  FOR  FOSTER  CARE  AND  ADOPTION  ASSISTANCE 

Sec.  101.  (a)  (1)  *  *  * 

#  *  *  *  *  *  * 

(b)  (1)  The  Secretary  of  Health,  Education,  and  Welfare  shall  con- 
duct a  study  of  programs  of  foster  care  and  adoption  assistance 
[established  under  part  IV-E  of]  funded  under  the  Social  Security 
Act  (as  added  by  subsection  (a)  of  this  section),  and  shall  submit  to 
the  Congress,  not  later  than  October  1, 1983,  a  full  and  complete  report 
thereon,  together  with  his  recommendations  as  to  (A)  whether  such 
[part  IV-E]  programs  should  be  continued,  and  if  so,  (B )  the  changes 
(if  any)  which  should  be  made  in  such  [part  IV-E]  programs. 

(2)  Such  report  shall  include,  but  not  be  limited  to,  the  following: 

(A)  a  determination  as  to  (i)  the  extent  of  reduction  that  has 
occurred  in  the  duration  of  foster  care  under  such  programs,  (ii) 
the  extent  to  which  such  programs  of  adoption  assistance  have 
resulted  in  an  increase  in  the  adoption  of  children  who  otherwise 
would  have  remained  in  foster  care  under  State  plans  approved 
under  title  IV-A  or  IV-E  of  the  Social  Security  Act,  and  (iii)  the 
extent  to  which  the  availability  of  Federal  funding  for  adoption 
assistance  under  title  IV-E  of  such  Act  has  resulted  in  States' 
initiating  or  expanding  programs  for  adoption  assistance,  and 

(B)  specific  legislative  recommendations  for  ways  to  bring 
about  further  reduction  in  the  duration  of  foster  care  for  children. 

•Jt  9$C  SfS  8|5  S$S  ■      Sf»  /  «fs 

Excerpts  from  Public  Law  96-499 
Short  Title 

Section  101.  This  Act  may  be  cited  as  the  "Omnibus  Reconciliation 
Act  of  1980". 

TITLE  IX— MEDICARE  AND  MEDICAID 
RELATED  PROVISIONS 

Short  Title;  Table  of  Contents  of  Title 

Sec.  900.  This  title  may  be  cited  as  the  "Medicare  and  Medicaid 
Amendments  of  1980". 
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Sec.  914(a)  *  *  * 

(d)  The  Secretary  shall  report  to  the  Congress,  not  later  than  De- 
cember 31,  1981,  on  actions  the  Secretary  has  taken  (1)  to  coordinate 
the  conduct  of  institutional  audits  and  inspections  which  are  required 
under  the  programs  funded  under  title  [V,]  XVIII,  or  XIX  of  the 
Social  Security  Act,  and  (2)  to  coordinate  such  audits  and  inspections 
with  those  conducted  by  other  cost  payers,  and  he  shall  include  in  such 
report  recommendations  for  such  legislation  as  he  deems  appropriate 
to  assure  the  maximum  feasible  coordination  of  such  institutional  au- 
dits and  inspections. 

ALCOHOLIC  DETOXIFICATION  FACILITY  SERVICES 

Sec. 931.  (a)  *** 

[(f)  The  Secretary  of  Health  and  Human  Services  shall  conduct  a 
study  and  make  recommendations,  within  18  months  after  the  date  of 
the  enactment  of  this  Act,  concerning  the  appropriateness  of  extend- 
ing medicare  coverage  to  drug  detoxification,  postdetoxification  reha- 
bilitation, and  to  outpatient  detoxification  and  concerning  incentives 
for  the  use  of  lower-cost  detoxification  facilities.] 

*  *  *  *  *  *  * 

[Temporary  Delay  on  Periodic  Interim  Payments 

[Sec.  959.  Notwithstanding  section  1815(a)  of  the  Social  Security 
Act,  in  the  case  of  a  hospital  which  is  paid  periodic  interim  payments 
under  such  section,  the  Secretary  of  Health  and  Human  Services  shall 
provide  that  with  respect  to  the  last  twenty-one  days  for  which  such 
payments  would  otherwise  be  made  during  fiscal  year  1981,  such 
payments  shall  be  deferred  until  fiscal  year  1982.J 

*****  *  * 

TRADE  ACT  OF  1974 
******* 

TABLE  OF  CONTENTS 
******* 

TITLE  II— RELIEF  FROM  INJURY  CAUSED  BY  IMPORT  COMPETITION 
Chapter  1 — Import  Relief 

Sec.  201.  Investigation  by  International  Trade  Commission. 
Sec.  202.  Presidential  action  after  investigations. 
Sec.  203.  Import  relief. 

Chapter  2 — Adjustment  Assistance  for  Workers 
Subchapter  A — Petitions  and  Determinations 
Sec.  221.  Petitions. 

Sec.  222.  Group  eligibility  requirements. 

Sec.  223.  Determinations  by  Secretary  of  Labor. 

Sec.  224.  Study  by  Secretary  of  Labor  when  International  Trade  Commission 
begins  inves  'gation  ;  action  where  there  is  affirmative  finding. 
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Subchapter  B — Program  Benefits 

PART  I  TRADE  READJUSTMENT  ALLOWANCES 

Sec.  231.  Qualifying  requirements  for  workers. 
Sec.  232.  Weekly  amounts. 

Sec.  233.  Time  limitations  on  trade  readjustment  allowances. 
Sec.  234.  Application  of  State  laws. 

PART  II  TRAINING  AND  RELATED  SERVICES 

Sec.  235.  Employment  services. 
Sec.  236.  Training. 

PART  III — JOB  SEARCH  AND  RELOCATION  ALLOWANCES 

Sec.  237.  Job  search  allowances. 
Sec.  238.  Relocation  allowances. 

Subchapter  C — General  Provisions 

Sec.  239.  Agreements  with  States. 

Sec.  240.  Administration  absent  State  agreement. 

Sec.  241.  Payments  to  States. 

Sec.  242.  Liabilities  of  certifying  and  disbursing  officers. 

Sec.  243.  [Recovery  of  overpayments.]  Fraud  and  recovery  of  overpayments. 

Sec.  244.  Penalties. 

Sec.  245.  [Creation  of  trust  fund ;  authorization  of  appropriations  out  of  cus- 
toms receipts.]  Authorization  of  appropriations. 
Sec.  246.  Transitional  provisions. 
Sec.  247.  Definitions. 
Sec.  248.  Regulations. 
Sec.  249.  Subpena  power. 
Sec.  250.  Judicial  review. 

*  *  *  *  *  *-  * 

TITLE  II— RELIEF  FROM  INJURY  CAUSED  BY 
IMPORT  COMPETITION 

$  *  A  A  *  *  .  A 

CHAPTER  2— ADJUSTMENT  ASSISTANCE  FOR  WORKERS 
Subchapter  A — Petitions  and  Determinations 

SEC.  222.  GROUP  ELIGIBILITY  REQUIREMENTS. 

The  Secretary  shall  certify  a  group  of  workers  as  eligible  to  apply 
for  adjustment  assistance  under  this  chapter  if  he  determines — 

(1)  that  a  significant  number  or  proportion  of  the  workers  in 
such  workers'  firm  or  an  appropriate  subdivision  of  the  firm  have 
become  totally  or  partially  separated,  or  are  threatened  to  become 
totally  or  partially  separated  and  that  there  is  a  substantial  prob- 
bility  that  the  resulting  lower  level  of  employment  at  the  firm  or 
subdivision  will  be  permanent, 

(2)  that  sales  or  production,  or  both,  of  such  firm  or  subdivision 
have  decreased  absolutely,  and 

(3)  that  increases  of  imports  of  articles  like  or  directly  competi- 
tive with  articles  produced  by  such  workers'  firm  or  an  appropriate 
subdivision  thereof  [contributed  importantly  to]  were  a  substan- 
tial cause  of  such  total  or  partial  separation,  or  threat  thereof,  and 
[to  such  decline]  of  such  decline  in  sales  or  production. 
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[For  purposes  of  paragraph  (3),  the  term  "contributed  importantly" 
means  a  cause  which  is  important  but  not  necessarily  more  important 
than  any  other  cause.]  For  the  purposes  of  paragraph  (3),  the  term 
"substantial  cause1''  means  a  cause  which  is  important  and  not  less  than 
any  other  cause,  as  used  in  section  201  of  this  Act. 

******* 

Subchapter  B — Program  Benefits 

PART  I— TRADE  READJUSTMENT  ALLOWANCES 

SEC.  231.  QUALIFYING  REQUIREMENTS  FOR  WORKERS. 

Payment  of  a  trade  readjustment  allowance  shall  be  made  to  an 
adversely  affected  worker  covered  by  a  certification  under  subchapter 
A  who  files  an  application  for  such  allowance  for  any  week  of  unem- 
ployment [which  begins  after  the  date  specified  in  such  certification 
pursuant  to  section  223(a)]  which  begins  more  than  60  days  after  the 
date  the  petition  was  filed  under  section  221  on  which  such  certification 
was  granted  if  the  following  conditions  are  met : 

(1)  Such  worker's  last  total  or  partial  separation  before  his 
application  under  this  chapter,  occurred — 

(A)  on  or  after  the  date,  as  specified  in  the  certification 
under  which  he  is  covered,  on  which  total  or  partial  separa- 
tion began  or  threatened  to  begin  in  the  adversely  affected 
employment,  and 

(B)  before  the  expiration  of  the  2-year  period  beginning 
on  the  date  on  which  the  determination  under  section  223  was 
made,  and 

(C)  before  the  termination  date  (if  any)  determined  pur- 
suant to  section  223(d)  ;  [and] 

(2)  Such  worker  had,  in  the  52  weeks  immediately  preceding 
such  total  or  partial  separation,  at  least  26  weeks  of  employment 
at  wages  of  $30  or  more  a  week  in  adversely  affected  employment 
with  a  single  firm  or  subdivision  of  a  firm,  or,  if  data  with  respect 
to  weeks  of  employment  are  not  available,  equivalent  amounts 
of  employment  computed  under  regulations  prescribed  by  the 
Secretary[.]/ 

(3)  Such  worker — 

(A)  was  entitled  to  (or  would  be  entitled  to  if  he  applied 
therefor)  unemployment  insurance  for  a  week  ivithin  the 
benefit  period  (i)  in  which  such  total  or  partial  separation 
took  place,  or  (ii)  which  began  by  reason  of  the  -filing  of  a 
claim  for  unemployment  insurance  by  such  worker  on  the 
basis  of  such  total  or  partial  separation; 

(B)  has  exhausted  all  rights  to  any  unemployment  insur- 
ance to  which  he  was  entitled  (or  would  be  entitled  if  he 
applied  therefor) ;  and 

(O)  does  not  have  an  unexpired  toaiting  period  applicable 
to  him  for  any  such  unemployment  insurance ;  and 
(If)  Such  worker,  with  respect  to  such  iveek  of  unemployment, 
would  not  be  disqualified  for  extended  compensation  payable 
under  the  Federal- State  Extended  Unemployment  Compensation 
Act  of  1970  by  reason  of  the  work  and  job  search  requirements  in 
section  202 (a)  (3)  of  such  Act. 
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In  accordance  with  such  regulations  as  the  Secretary  of  Labor  may 
prescribe,  the  Secretary  may  require,  for  categories  of  workers  which 
the  Secretary  deems  appropriate  to  carry  out  the  purposes  of  this  Act, 
that,  after  the  first  eight  weeks  following  the  determination  of  a 
worker's  eligibility  under  this  section,  such  worker,  if  he  is  in  such  a 
category,  must  actively  search  for  work  outside  the  worker's  labor 
market  area  or,  if  such  training  is  available,  accept  training  approved 
by  the  Secretary  under  section  236  in  new  or  related  job  categories. 

SEC.  232.  WEEKLY  AMOUNTS. 

[(a)  subject  to  the  other  provisions  of  this  section,  the  trade  read- 
justment allowance  payable  to  an  adversely  affected  worker  for  a  week 
of  unemployment  shall  be — 

[  ( 1 )  70  percent  of  his  average  weekly  wage  ( but  not  in  excess  of 
the  average  weekly  manufacturing  wage) ,  reduced  by 

[(2)  50  percent  of  the  amount  of  the  remuneration  for  services 
performed  during  such  week.] 

(a)  Subject  to  the  other  provisions  of  this  section,  the  trade  read- 
justment allowance  payable  to  an  adversely  affected  worker  for  a  week 
of  total  unemployment  shall  be  the  same  as  the  most  recent  iveekly 
benefit  amount  of  the  unemployment  insurance  payable  to  the  worker 
for  a  week  of  total  unemployment  during  the  benefit  period  preceding 
the  worker's  exhaustion  of  unemployment  insurance  (as  determined 
under  section  231(3)  (B)).  From  the  trade  readjustment  allowance 
otherwise  payable  to  an  adversely  affected  worker  for  a  week  of  unem- 
ployment there  shall  be  deducted  any  trainina  nJlownnre  deductible 
under  subsection  (c)  and  any  income  that  would  be  deductible  from 
unemployment  insurance  under  the  disqualifying  income  provisions 
of  the  applicable  State  law. 

(b)  Any  adversely  affected  worker  who  is  entitled  to  trade  readjust- 
ment allowances  and  who  is  undergoing  training  approved  by  the 
Secretary,  including  on-the-iob  training,  shall  receive  for  each  week 
in  which  he  is  undergoing  any  such  training,  a  trade  readjustment  al- 
lowance in  an  amount  (computed  for  such  week)  enual  to  the  amount 
computed  under  subsection  (a)  or  (if  greater)  the  amount  of  any 
weekly  allowance  for  such  training  to  which  he  would  be  entitled  under 
any  other  Federal  law  for  the  training  of  workers,  if  he  applied  for 
such  allowance.  Such  trade  repdin^ment  allowance  shpll  be  paid  in 
lieu  of  any  training  allowance  to  which  the  worker  would  be  entitled 
under  snch  other  Federal  law. 

[(c)  The  amount  of  trade  readjustment  allowance  payable  to  an 
adversely  affected  worker  under  subsection  (a)  for  anv  week  shall  be 
reduced  bv  any  amount  of  unemployment  insurance  which  he  receives, 
or  which  he  would  receive  if  he  applied  for  such  insurance,  with  re- 
spect to  such  week:  but,  if  the  appropriate  State  or  Federal  agency 
finally  determines  that  the  worker  was  not  entitled  to  unemplovment 
insurance  with  respect  to  such  week,  the  reduction  shall  not  apply  with 
respect  to  such  wpek.l 

[(d) "I  (c)  If  [unemployment  insurance,  or]  a  training  allowance 
under  any  Federal  law,  is  paid  to  an  adverselv  affected  worker  for  any 
week  of  unemployment  with  repnect  to  which  hp  would  be  entitled  ( de- 
termined without  regard  to  [subsection  (c)  or  (e)  or  to]  any  disquali- 
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fication  under  section  236(c) )  to  a  trade  readjustment  allowance  if  he 
applied  for  such  allowance,  each  such  week  shall  be  deducted  from  the 
total  number  of  weeks  of  trade  readjustment  allowance  otherwise  pay- 
able to  him  under  section  233(a)  when  he  applies  for  a  trade  readjust- 
ment allowance  and  is  determined  to  be  entitled  to  such  allowance.  If 
[the  unemployment  insurance  or]  the  training  allowance  paid  to  such 
worker  for  any  week  of  unemployment  is  less  than  the  amount  of  the 
trade  readjustment  allowance  to  which  he  would  be  entitled  if  he  ap- 
plied for  such  allowance,  he  shall  receive,  when  he  applies  for  a  trade 
readjustment  allowance  and  is  determined  to  be  entitled  to  such  allow- 
ance, a  trade  readjustment  allowance  for  such  week  equal  to  such 
difference. 

[(e)  Whenever,  w^ith  respect  to  any  week  of  unemployment,  the 
total  amount  payable  to  an  adversely  affected  worker  as  remuneration 
for  services  performed  during  such  week,  as  unemployment  insurance, 
as  a  training  allowance  referred  to  in  subsection  (d),  and  as  a  trade 
readjustment  allowance  exceeds  80  percent  of  his  average  weekly  wage 
(or,  if  lesser,  130  percent  of  the  average  weekly  manufacturing  wage) , 
then  his  trade  readjustment  allowance  for  such  week  shall  be  reduced 
by  the  amount  of  such  excess. 

[(f)  The  amount  of  any  weekly  payment  to  be  made  under  this 
section  which  is  not  a  whole  dollar  amount  shall  be  rounded  upward 
to  the  next  higher  whole  dollar  amount.] 

SEC.  233.  TIME   LIMITATIONS   ON   TRADE   READJUSTMENT  ALLOW- 
ANCES. 

[(a)  Payment  of  trade  readjustment  allowances  shall  not  be  made 
to  an  adversely  affected  worker  for  more  than  52  weeks,  except  that, 
in  accordance  with  regulations  prescribed  by  the  Secretary — 

(1)  such  payments  may  be  made  for  not  more  than  26  addi- 
tional weeks  to  an  adversely  affected  worker  to  assist  him  to  com- 
plete training  approved  by  the  Secretary,  or 

(2)  such  payments  shall  be  made  for  not  more  than  26  addi- 
tional weeks  to  an  adversely  affected  worker  who  had  reached  his 
60th  birthday  on  or  before  the  date  of  total  or  partial  separation. 

In  no  case  may  an  adversely  affected  worker  be  paid  trade  readjust- 
ment allowances  for  more  than  78  weeks.] 

(a)  (1)  The  maximum,  amount  of  trade  readjustment  allowances 
which  shall  he  payable  with  respect  to  the  period  covered  by  any 
certification  to  an  adversely  affected  toorker  shall  be  the  amount  which 
is  the  vroduct  of  52  multiplied  by  the  trade  readjustment  alloioance 
payable  to  the  worker  for  a  week  of  total  unemployment  (as  deter- 
mined under  section  232(a) ),  such  product  being  reduced  by  the  total 
sum  of  the  unemployment  insurance  to  which  the  worker  was  entitled 
(or  would  have  been  entitled  if  he  had  applied  therefor)  in  the  work- 
er's benefit  period  described  in  section  231  (3)  (A). 

(2)  A  trade  readjustment  allowance  shall  not  be  paid  for  any  week 
after  the  52-week  period  beginning  with  the  first  loeek  following  the 
week  with  respect  to  which  the  worker  has  exhausted  all  rights  to 
regular  unemployment  insurance  (as  determined  in  the  same  manner 
as  exhaustion  of  regular  and  other  benefits  is  determined  under  section 
231(3)  (B)). 


796 


(3)  In  addition,  in  accordance  with  regulations  prescribed  by  the 
Secretary,  payments  may  be  made  as  trade  readjustment  allowances 
for  up  to  26  additional  weeks  in  the  26-week  period  folloiving  the  last 
week  of  entitlement  to  trade  readjustment  allowances  othemuise  pay- 
able under  this  chapter,  in  order  to  assist  the  adversely  affected  worker 
to  complete  training  approved  for  the  worker  under  section  236.  Pay- 
ments for  such  additional  weeks  may  be  made  for  weeks  in  such  26- 
week  period  during  which  the  individual  is  engaged  in  such  training 
and  has  not  been  determined  under  section  236 (c)  to  be  failing  to  make 
satisfactory  progress  in  the  training. 

[(b)  (1)  Except  for  a  payment  made  for  an  additional  week  under 
subsection  (a)(1)  or(a)(2),a  trade  readjustment  allowance  may  not 
be  paid  for  a  week  of  unemployment  beginning  more  than  2  years 
after  the  beginning  of  the  appropriate  week. 

■[(2)  A  trade  readjustment  allowance  may  not  be  paid  for  an  addi- 
tional week  specified  in  subsection  (a)  (1)  if  the  adversely  affected 
worker  who  would  receive  such  allowance  did  not  make  a  bona  fide 
application  to  a  training  program  approved  by  the  Secretary  within 
180  days  after  the  end  of  the  appropriate  week  or  the  date  of  his  first 
certification  of  eligibility  to  apply  for  adjustment  assistance  issued  by 
the  Secretary,  whichever  is  later. 

[(3)  A  trade  readiustment  allowance  may  not  be  paid  for  an  addi- 
tional week  specified  in  subsection  (a)  if  such  additional  week  begins 
more  than  3  years  after  the  beginning  of  the  appropriate  week. 

[(4)  For  purposes  of  this  subsection,  the  appropriate  week — 

[(A)  for  a  totally  separated  worker  is  the  week  of  his  most 
recent  total  separation,  and 

[(B)  for  a  partially  separated  worker  is  the  first  week  for  which 
he  receives  a  trade  readiustment  allowance  following  his  most 
recent  partial  separation.^ 

(b)  A  trade  readjustment  allowance  may  not  be  paid  for  an  addi- 
tional week  specified  in  subsection  (a)  (3)  if  the  adversely  affected 
worker  who  would  receive  such  allowance  did  not  make  a,  bona,  fde 
application  to  a  training  prooram-  approved  by  the  Secretary  under 
section  236  within  210  days  after  the  date  of  the  worker's  -first  certifi- 
cation of  eligibility  to  apnly  for  adjustment  assistance  issued  by  the 
Secretary,  or.  if  later,  within  210  days  after  the  date  of  the  icorker's 
first  total  or  partial  separation. 

******* 

PART  III— JOB  SEARCH  AND  RELOCATION 
ALLOWANCES 

SEC.  237.  JOB  SEARCH  ALLOWANCES. 

(a)  Any  adverselv  aflfpcted  workpr  covered  bv  a  certification  under 
subchapter  A  of  this  chapter  who  has  been  totally  separated  may  file 
an  application  with  thp  S^cretarv  for  a  iob  search  allowance.  Such 
allowance,  if  granted,  shall  r>rovide  reimbursement  to  the  worker  of 
80  percent  of  the  cost  of  his  necessary  job  search  expenses  as  pre- 
scribed by  regulations  of  the  Secretary;  except  that  such  reimburse- 
ment may  not  exceed  $£500"J6OO  for  any  worker. 
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(b)  A  job  search  allowance  may  be  granted  only — 

(1)  to  assist  an  adversely  affected  worker  in  securing  a  job 
within  the  United  States ; 

(2)  where  the  Secretary  determines  that  such  worker  cannot 
reasonably  be  expected  to  secure  suitable  employment  in  the 
commuting  area  in  which  he  resides ;  and 

(3)  where  the  worker  has  filed  an  application  for  such  allow- 
ance with  the  Secretary  no  later  than  1  year  after  the  date  of  his 
last  total  separation  before  his  application  under  this  chapter 
or  (in  the  case  of  a  worker  who  has  been  referred  to  training  by 
the  Secretary)  within  a  reasonable  period  of  time  after  the  con- 
clusion of  such  training  period. 

SEC.  238.  RELOCATION  ALLOWANCES. 

(a)  Any  adversely  affected  worker  covered  by  a  certification  under 
subchapter  A  of  this  chapter  who  has  been  totally  separated  may  file 
an  application  with  the  Secretary  for  a  relocation  allowance,  subject 
to  the  terms  and  conditions  of  this  section. 

(b)  A  relocation  allowance  may  be  granted  only  to  assist  an  ad- 
versely affected  worker  in  relocating  within  the  United  States  and 
only  if  the  Secretary  determines  that  such  worker  cannot  reasonably 
be  expected  to  secure  suitable  employment  in  the  commuting  area  in 
which  he  resides  and  that  such  worker — 

(1)  has  obtained  suitable  employment  affording  a  reasonable 
expectation  of  long-term  duration  in  the  area  in  which  he  wishes 
to  relocate,  or 

(2)  has  obtained  a  bona  fide  offer  of  such  employment. 

(c)  A  relocation  allowance  shall  not  be  granted  to  such  worker 
unless — 

(1)  for  the  week  in  which  the  application  for  such  allowance 
is  filed,  he  is  entitled  to  a  trade  readjustment  allowance  (deter- 
mined without  regard  to  section  232  ( c)  and  (e) )  or  would  be  so 
entitled  (determined  without  regard  to  whether  he  filed  applica- 
tion therefor)  but  for  the  fact  that  he  has  obtained  the  employ- 
ment referred  to  in  subsection  (b)(1) .  and 

(2)  such  relocation  occurs  within  a  reasonable  period  after  the 
filing  of  such  application  or  (in  the  case  of  a  worker  who  has 
been  referred  to  training  bv  the  Secretary)  within  a  reasonable 
period  after  the  conclusion  of  such  training. 

Under  regulations  prescribed  by  the  Secret arv,  a  relocation  allowance 
shall  not  be  granted  to  more  than  one  member  of  the  family  with 
respect  to  the  same  relocation. 

(d)  For  the  purposes  of  this  section,  the  term  "relocation  allowance" 
means — 

(1  ^  T801  90  v^yce^A  of  the  reasonable  a.nd  necessary  expenses,  as 
specified  in  re.<mlations  prescribed  bv  the  Secretary,  incurred  in 
transporting  a  worker  and  his  family,  if  any.  and  household 
effects,  and 

(9,\  a  lump  sum  eouivalent  to  three  times  the  worker's  average 
weekly  wa  o-e.  up  to  a  maximum  payment  of  |[$500]  $600. 
*  *  *  *  *  *  ♦ 
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Subchapter  C — General  Provisions 

SEC.  243.  RECOVERY  OF  OVERPAYMENTS. 

[(a)  If  a  cooperating  State  agenc}^  or  the  Secretary,  or  a  court  of 
competent  jurisdiction  finds  that  amy  person — 

[(1)  has  made  or  has  caused  to  be  made  by  another,  a  false 
statement  or  representation  of  a  material  fact  knowing  it  to  be 
false,  or  has  knowingly  failed  or  caused  another  to  fail  to  dis- 
close a  material  fact ;  and 

£(2)  as  a  result  of  such  action  has  received  any  payment  under 
this  chapter  to  which  he  was  not  entitled, 
such  person  shall  be  liable  to  repay  such  amount  to  the  State  agency 
or  the  Secretary  as  the  case  may  be,  or  either  may  recover  such  amount 
by  deductions  from  any  sums  payable  to  such  person  under  this  chap- 
ter. Any  such  finding  by  a  State  agency  or  the  Secretary  may  be  made 
onlv  after  an  opportunity  for  a  fair  hearing. 

[(b)  Any  amount  repaid  to  a  State  P^ency  under  this  section  shall 
be  deposited  into  the  fund  from  which  payment  was  made.  Any 
amount  repaid  to  the  Secretary  under  this  section  shall  be  returned 
to  the  Secretary  of  the  Treasury  and  credited  to  the  Adjustment 
Assistance  Trust  Fund.] 

(a)  (1)  If  a  cooperating  State  agency  or  the  Secretary,  or  a  court  of 
competent  jurisdiction*  finds  that  ami  person  has  received  any  pay- 
ment under  this  chapter  to  which  the  person  was  not  entitled,  in- 
cluding a  payment  referred  to  in  subsection  (b) ,  such  person  shall  he 
liable  to  repay  such  amount  to  the  State  agency  or  the  Secretary,  as 
the  case  may  be,  except  that  the  State  agency  or  the  Secretary  may 
waive  such  repayment  if  such  agency  or  the  Secretary  determines  in 
accordance  with  guidelines  prescribed  by  the  Secretary  that — 

(A)  the  payment  was  without  fault  on  the  part  of  such  individ- 
ual; and 

(B)  reauiring  such  repayment  would  be  contrary  to  equity  and, 
good  conscience. 

(2)  Unless  an  overpayment  is  otherwise  recovered,  or  waived  under 
paragraph  (1),  the  State  agency  or  the  Secretary  shall  recover  the 
overpayment  by  deductions  from  any  sums  payable  to  such  person 
under  this  chapter,  or  under  any  Federal  unemployment  compensa- 
tion law  administered  by  the  State  agency  or  the  Secret  ami,  or  any 
other  Federal  law  administered  by  the  State  agency  or  the  Secretary 
which  provides  for  the  payment  of  assistance  or  an  'allowance  with 
resnect  to  unemployment,  and,  notioithstanding  any  other  provision 
of  State  law  or  Federal  law  to  the  contrary,  the  Secretarij  may  require 
the  State  agency  to  recover  any  overpayment  under  this  chapter  by 
deduction  f^m  ami  unemp1  o»im,ent  insurance  payable  to  such  person 
under  the  tSate  Jaw,  except  that  p,o  single  deduction  under  this  para- 
graph shall  exceed  50  percent  of  the  amount  otherwise  payable. 

(b)  If  a  cooperating  State  agency,  or  th#  S^retami \  or  a  court  of 
competent  jurisdiction,  finds  that  an  individual  Jcnoivingly  hns  made- 
or  caused  another  to  make,  a  false  statement  or  representation  of  a 
material  fact,  or  knowingly  has  failed,  or  caused,  another  to  fail,  to 
disclose  a  material  fact,  and  as  a  result  of  such  false  statement  or  rep- 
resentation or  of  such  nondisclosure  such  individual  has  received  any 
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payment  under  this  chapter  to  which  the  individual  was  not  entitled, 
such  individual  shall,  in  addition  to  any  other  penalty  provided  by 
law,  be  ineligible  for  any  further  payments  under  this  chapter. 

(c)  No  repayment  shall  be  required,  and  no  deduction  shall  be  made, 
until  a  determination  has  been  made,  notice  thereof  and  an  opportunity 
for  a  fair  hearing  has  been  given  to  the  individual,  and  the  determina- 
tion has  become  final. 

(d)  Any  amount  recovered  under  this  section  shall  be  returned  to 
the  Treasury  of  the  United  States. 

[SEC.  245.  CREATION  OF  TRUST  FUND;  AUTHORIZATION  OF  APPRO- 
PRIATIONS OUT  OF  CUSTOMS  RECEIPTS. 

[(a)  There  is  hereby  established  on  the  books  of  the  Treasury  of 
the  United  States  a  trust  fund  to  be  known  as  the  "Adjustment  Assist- 
ance Trust  Fund"  (referred  to  in  this  section  as  the  "Trust  Fund"). 
The  Trust  Fund  shall  consist  of  such  amounts  as  may  be  deposited  in 
it  pursuant  to  the  authorization  contained  in  subsection  (b).  Amounts 
in  the  Trust  Fund  may  be  used  only  to  carry  out  the  provisions  of 
this  chapter  (including  administrative  costs).  The  Secretary  of  the 
Treasury  shall  be  the  trustee  of  the  Trust  Fund  and  shall  report  to 
the  Congress  not  later  than  March  1  of  each  year  on  the  operation 
and  status  of  the  Trust  Fund  during  the  preceding  fiscal  year. 

[(b)  (1)  There  are  hereby  authorized  to  be  appropriated  to  the 
Trust  Fund,  out  of  amounts  in  the  general  fund  of  the  Treasury  attri- 
butable to  the  collections  of  customs  duties  not  otherwise  appropriated, 
for  each  fiscal  year  ending  after  the  date  of  the  enactment  of  this  Act, 
such  sums  as  may  be  necessary  to  carry  out  the  provisions  of  this 
chapter  (including  administrative  costs) . 

[(2)  There  are  authorized  to  be  appropriated  to  the  Trust  Fund, 
for  purposes  of  training  (including  administrative  costs)  under  sec- 
tion 236  such  sums  as  may  be  necessary.] 

SEC.  245.  AUTHORIZATION  OF  APPROPRIATIONS. 

There  are  authorized  to  be  appropriated  to  the  Department  of  Labor, 
for  each  of  the  fiscal  years  1982,  1983,  and  1981+,  such  sums  as  may  be 
necessary  to  carry  out  the  purposes  of  this  chapter. 

******* 

SEC.  247.  DEFINITIONS. 

For  purposes  of  this  chapter — 

(1)  The  term  "adverselv  affected  employment"  means  employ- 
ment in  a  firm  or  appropriate  subdivision  of  a  firm,  if  workers  of 
such  firm  or  subdivision  are  eligible  to  apply  for  adjustment  as- 
sistance under  this  chapter. 

(2)  The  term  "adversely  affected  worker"  means  an  individual 
who,  because  of  lack  of  work  in  adversely  affected  employment — 

(A)  has  been  totally  or  partially  separated  from  such  em- 
ployment, or 

(B)  has  been  totally  separated  from  employment  with  the 
firm  in  a  subdivision  of  which  such  adversely  affected  em- 
ployment exists. 

[(3)  The  term  "average  weekly  manufacturing  wage"  means 
the  national  gross  average  weekly  earnings  of  production  workers 
in  manufacturing  industries  for  the  latest  calendar  year  (as  of- 
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fiscally  published  annually  by  the  Bureau  of  Labor  Statistics  of 
the  Department  of  Labor)  most  recently  published  before  the 
period  for  which  the  assistance  under  this  chapter  is  furnished.] 

(4)  The  term  ''average  weekly  wage"  means  one-thirteenth  of 
the  total  wages  paid  to  an  individual  in  the  high  quarter.  For  pur- 
poses of  this  computation,  the  high  quarter  shall  be  that  quarter 
in  which  the  individual's  total  wages  were  highest  among  the  first 
4  of  the  last  5  completed  calendar  quarters  immediately  before  the 
quarter  in  which  occurs  the  week  with  respect  to  which  the  com- 
putation is  made.  Such  week  shall  be  the  week  in  which  total  sepa- 
ration occurred,  or,  in  cases  where  partial  separation  is  claimed, 
an  appropriate  week,  as  defined  in  regulations  prescribed  by  the 
Secretary. 

(5)  The  term  "average  weekly  hours"  means  the  average  hours 
worked  by  the  individual  (excluding  overtime)  in  the  employ- 
ment from  which  he  has  been  or  claims  to  have  been  separated  in 
the  52  weeks  (excluding  weeks  during  which  the  individual  was 
sick  or  on  vacation)  preceding  the  week  specified  in  the  last  sen- 
tence of  paragraph  (4) . 

(6)  The  term  "partial  separation"  means,  with  respect  to  an 
individual  who  has  not  been  totally  separated,  that  he  has  had — 

(A)  his  hours  of  work  reduced  to  80  percent  or  less  of  his 
average  weekly  hours  in  adversely  affected  employment,  and 

(B)  his  wages  reduced  to  80  percent  or  less  of  his  average 
weekly  wage  in  such  adversely  affected  employment. 

[(7)  The  term  "remuneration"  means  wages  and  net  earnings 
derived  from  serves  r>pr formed  as  a  self-eruplowl  individual.] 

(8)  The  term  "State"  includes  the  District  of  Columbia  and 
the  Commonwealth  of  Puerto  Bico ;  and  the  term  "United  States" 
when  used  in  the  geographical  sense  includes  such  Commonwealth. 

(9)  The  term  "State  agency"  means  the  agency  of  the  State 
which  pflmrnistPT*^  *he  Stnfcp  Iqw. 

(10)  The  term  "State  law"  means  the  unemployment  insurance 
law  of  the  State  approved  by  the  Se^retarv  of  Labor  under  sec- 
tion 3201L  of  the  Internal  Bevenue  Code  of  1954. 

(11)  The  term  "total  separation"  means  the  lavoff  or  severance 
of  an  individual  from  emplovment  with  a  firm  in  which,  or  in  a 
subdivision  of  which,  adversely  affected  employment  exists. 

(12)  The  term  "unemployment  insurance"  means  the  unemploy- 
ment insurance  payable  to  an  individual  under  any  State  law  or 
Federal  unemplovment  insurance  law,  including  chapter  85  of 
title  5,  United  States  Code,  and  the  Bailroad  Unemployment 
Insurance  Act. 

(13)  The  term  "week"  means  a  week  as  defined  in  the  applicable 
State  law. 

[(14)  The  term  "week  of  unemployment"  means  with  respect  to 
an  individual  any  week  for  which  his  remuneration  for  services 
performed  durin^  such  week  is  less  than  80  percent  of  his  average 
weekly  wage  and  in  which,  because  of  lack  of  work — 

'  J[(A)  if  he  has  been  totallv  separated,  he  worked  less  then 
the  full-term  week  (excluding  overtime)  in  his  current 
occupation,  or 
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[(B)  if  he  has  been  partially  separated,  he  worked  80  per- 
cent or  less  of  his  average  weekly  hours.] 

(14)  The  terra  "week  of  unemployment"  means  a  week  of  total, 
part-total,  or  partial  unemployment  as  determined  under  the  ap- 
plicable State  law  with  respect  to  unemployment  insurance. 

(15)  The  term  "benefit  period"  means,  with  respect  to  any  indi- 
vidual, the  benefit  year  and  any  ensuing  period  during  which  the 
individual  is  eligible  for  unemployment  insurance  (which  shall 
include  regular,  additional,  and  extended  compensation,  as  defined 
in  section  205  of  the  Federal-State  Extended  Unemployment  Com- 
pensation Act  of  1970) . 

SEC.  284.  EFFECTIVE  DATES  AND  TRANSITIONAL  PROVISION 

Chapters  2,  3,  and  4  of  this  title  shall  become  effective  on  the  90th  day 
following  the  date  of  enactment  of  this  Act  and  [shall  terminate  on 
September  30, 1982]  Chapters  3  and  4  shall  terminate  on  September  SO, 
1982.  Chapter  2  shall  terminate  on  September  30, 1984- 

Public  Health  Service  Act 

******* 

TITLE  III— GENERAL  POWERS  AND  DUTIES  OF  PUBLIC 
HEALTH  SERVICE 

*  *  *  *  *  *  * 

Part  B — Federal- State  Cooperation 
in  general 

[lead-based  paint  poisoning  prevention  programs 

[Sec.  316.  (a)  (1)  (A)  The  Secretary  may  make  grants  to  agencies 
of  units  of  general  local  governments  and  to  private  nonprofit  entities 
to  assist  them  in  meeting  the  costs  of  providing  lead-based  paint  poi- 
soning prevention  programs.  The  Secretary  may  also  make  such  grants 
to  an  agency  of  State  government  in  any  case  where  State  government 
provides  direct  services  to  citizens  in  local  communities  or  where  units 
of  general  local  government  within  the  State  are  prevented  by  State 
law  from  implementing  or  receiving  such  grants  or  from  expending 
such  grants  in  accordance  with  their  intended  purpose. 

[(B)  Each  program  for  which  a  grant  is  made  under  this  subsec- 
tion shall  afford,  to  the  maximum  extent  feasible,  opportunities  for 
employing  the  residents  of  communities  or  neighborhoods  affected 
by  lead-based  paint  poisoning,  and  for  providing  appropriate  train- 
ing, education,  and  any  information  which  may  be  necessary  to  inform 
such  residents  of  opportunities  for  employment  in  lead-based  paint 
elimination  programs. 

[(2)  For  purposes  of  this  section — 

[(A)  the  term  "lead-based  paint  poisoning  prevention  pro- 
gram" means  any  program  which  provides  for — 
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[(i)  educational  programs  intended  to  communicate  to  par- 
ents, educators,  and  local  health  officials  the  health  danger 
and  prevalence  of  lead-based  paint  poisoning  among  children ; 

[(ii)  the  development  and  carrying  out  of  intensive  com- 
munity testing  programs  designed  to  detect  incidents  of  lead- 
based  paint  poisoning  among  community  residents  and  to 
insure  prompt  medical  treatment  for  such  afflicted  individ- 
uals; 

[(iii)  the  development  and  carrying  out  of  intensive  fol- 
lowup  programs  to  insure  that  identified  cases  of  lead-based 
paint  poisoning  are  protected  against  further  exposure  to 
lead-based  paints  in  their  living  environment; 

[(iv)  the  establishment  of  centralized  laboratory  facilities 
for  analyzing  biological  and  environmental  lead  specimens ; 
and 

[(v)  any  other  actions  which  will  reduce  or  eliminate 
lead-based  paint  poisoning ;  and 
[(B)  the  term  "units  of  general  local  government"  means  (i) 
any  city,  county,  township,  town,  borough,  parish,  village,  or  other 
general  purpose  political  subdivisions  of  a  State,  (ii)  any  com- 
bination of  units  of  general  local  government  in  one  or  more 
States,  (iii)  an  Indian  tribe,  and  (iv)  with  respect  to  lead-based 
paint  poisoning  elimination  activities,  in  their  urban  areas,  the 
territories  and  possessions  of  the  United  States. 
Followup  programs  described  in  subparagraph  (A)  (iii)  shall  include 
programs  to  eliminate  lead-based  paint  hazards  from  surfaces  in  and 
around  residential  dwelling  units  or  houses,  including  programs  to 
provide  for  such  purpose  financial  assistance  to  the  owners  of  such 
units  or  houses  who  are  financially  unable  to  eliminate  such  hazards 
from  their  units  or  houses.  In  administering  programs  for  the  elimina- 
tion of  such  hazards,  priority  shall  be  given  to  the  elimination  of  such 
hazards  in  residential  dwelling  units  or  houses  in  which  reside  children 
with  diagnosed  lead-based  paint  poisoning. 

[(b)  No  grant  may  be  made  under  subsection  (a)  unless  an  applica- 
tion therefor  has  been  submitted  to,  and  approved  by,  the  Secretary. 
Such  an  application  shall  be  in  such  form  and  be  submitted  in  such 
manner  as  the  Secretary  shall  by  regulation  prescribe  and  shall 
provide — 

[  ( 1 )  a  complete  description  of  the  type  and  extent  of  the  lead- 
based  paint  poisoning  prevention  program  which  is  to  be  provided 
by  or  through  the  applicant  with  a  grant  under  subsection  (a)  ; 

[(2)  assurances  satisfactory  to  the  Secretary  that  the  program 
to  be  provided  under  the  grant  applied  for  will  be  provided  in 
accordance  with  the  State  health  plan  in  effect  under  section 
1524(c)  ; 

[(3)  assurances  satisfactory  to  the  Secretary  that  the  applicant 
will  make  such  reports  respecting  the  program  as  the  Secretary 
may  require ;  and 

[(4)  such  other  information  as  the  Secretary  may  by  regulation 
prescribe. 

No  grant  may  be  made  under  subsection  (a)  unless  the  Secretary  deter- 
mines that  there  is  satisfactory  assurance  that  Federal  funds  made 
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available  under  such  a  grant  for  any  period  will  be  so  used  as  to  sup- 
plement and,  to  the  extent  practical,  increase  the  level  of  State,  local, 
and  other  non-Federal  funds  that  would,  in  the  absence  of  such  Federal 
funds,  be  made  available  for  the  program  for  which  the  grant  is  to  be 
made  and  will  in  no  event  supplant  such  State,  local,  and  other  non- 
Federal  funds. 

[(c)  The  Secretary  shall  determine  the  amount  of  a  grant  made 
under  subsection  (a).  Payments  under  such  grants  may  be  made  in 
advance  on  the  basis  of  estimates  or  by  the  way  of  reimbursement,  with 
necessary  adjustments  on  account  of  underpayments  or  overpayments, 
and  in  such  installments  and  on  such  terms  and  conditions  as  the  Secre- 
tary finds  necessary  to  carry  out  the  purposes  of  such  grants. 

[(d)  (1)  Each  recipient  of  a  grant  under  subsection  (a)  shall  keep 
such  records  as  the  Secretary  shall  prescribe,  including  records 
which  fully  disclose  the  amount  and  disposition  by  such  recipient 
of  the  proceeds  of  such  grant,  the  total  cost  of  the  undertaking  in 
connection  with  which  such  grant  was  made,  and  the  amount  of 
that  portion  of  the  cost  of  the  undertaking  supplied  by  other  sources, 
and  such  other  records  as  will  facilitate  an  effective  audit. 

[(2)  The  Secretary  and  the  Comptroller  General  of  the  United 
States,  or  any  of  their  duly  authorized  representatives,  shall  have 
access  for  the  purpose  of  audit  and  examination  to  any  books,  docu- 
ments, papers,  and  records  of  the  recipient  of  grants  under  subsec- 
tion (a)  that  are  pertinent  to  such  grants. 

[(e)  The  Secretary  may  provide  technical  assistance  to  recipients 
of  grants  under  subsection  (a)  in  connection  with  the  operation  of 
their  lead-based  paint  poisoning  prevention  programs. 

[(f)  The  Secretary  shall  submit  annually  to  the  Congress  a  report 
(1)  on  the  extent  of  the  problems  presented  by  lead-based  paint, 
and  (2)  on  the  effectiveness  of  the  programs  assisted  under  grants 
under  subsection  (a). 

[(g)  There  are  authorized  to  be  appropriated  for  grants  under  sub- 
section (a)  $14,000,000  for  the  fiscal  year  ending  September  30, 
1979,  $14,000,000  for  the  fiscal  year  ending  September  30,  1980,  and 
$15,000,000  for  the  fiscal  year  ending  September  30,  1981.] 

******* 

[TITLE   XI— GENETIC   DISEASES,  HEMOPHILIA  PRO- 
GRAMS, AND  SUDDEN  INFANT  DEATH  SYNDROME 

[Part  A — Genetic  Diseases 

[testing  and  counseling  programs  and  information  and 
education  programs 

[Sec.  1101.  [300b]  (a)(1)  The  Secretary,  through  an  identifiable 
administrative  unit  within  the  Department  of  Health,  Education,  and 
Welfare,  may  make  grants  to  public  and  nonprofit  private  entities, 
and  may  enter  into  contracts  with  public  and  private  entities,  for 
projects  to  plan,  establish  and  operate  voluntary  genetic  testing  and 
counseling  programs  primarily  in  conjunction  with  other  existing 
health  programs,  including  programs  assisted  under  title  V  of  the 
Social  Security  Act. 
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[(2)  The  Secretary  shall  carry  out,  through  an  identifiable  admin- 
istrative unit  within  the  Department  of  Health,  Education,  and  Wel- 
fare, a  program  to  develop  information  and  educational  materials 
relating  to  genetic  diseases  and  to  disseminate  such  information  and 
!  materials  to  persons  providing  health  care,  to  teachers  and  students, 
and  to  the  public  generally  in  order  to  most  rapidly  make  available 
the  latest  advances  in  the  testing,  diagnosis,  counseling,  and  treat- 
ment of  individuals  respecting  genetic  diseases.  The  Secretary  may, 
under  such  program,  make  grants  to  public  and  nonprofit  private 
entities  and  enter  into  contracts  with  public  and  private  entities  and 
individuals  for  the  development  and  dissemination  of  such  materials. 

[(b)  For  the  purpose  of  making  payments  pursuant  to  grants  and 
contracts  under  this  section  and  section  HOT,  there  are  authorized  to  be 
appropriated  $30,000,000  for  fiscal  year  1976,  $30,000,000  for  fiscal  year 
1977,  $30,000,000  for  fiscal  year  1978,  $17,500,000  for  the  fiscal  year 
ending  September  30,  1979,  $21,500,000  for  the  fiscal  year  ending  Sep- 
tember 30,  1980.  and  $26,000,000  for  the  fiscal  vear  ending  September 
30.  1981. 

[research  project  grants  and  contracts 

[Sec.  1102.  [300b-lJ  In  carrying  out  section  301,  the  Secretary 
may  make  grants  to  public  and  nonprofit  private  entities,  and  may 
enter  into  contracts  with  public  and  private  entities  and  individ- 
uals, for  projects  for  (1)  basic  or  applied  research  leading  to  the  un- 
derstanding, diagnosis,  treatment,  and  control  of  genetic  diseases, 
(2)  planning,  establishing,  demonstrating,  and  developing  special 
programs  for  the  training  of  genetic  counselors,  social  and  behavioral 
scientists,  and  other  health  professionals,  (3)  the  development  of 
programs  to  educate  practicing  physicians,  other  health  professionals, 
and  the  public  regarding  the  nature  of  genetic  processes,  the  inherit- 
ance patterns  of  genetic  diseases,  and  the  means,  methods,  and  facilities 
available  to  diagnose,  control,  counsel,  and  treat  genetic  diseases,  and 
(4)  the  development  of  counseling  and  testing  programs  and  other 
programs  for  the  diagnosis,  control,  and  treatment  of  genetic  diseases. 
In  making  grants  and  entering  into  contracts  for  projects  described  in 
clause  (1)  of  the  preceding  sentence,  the  Secretarv  shall  give  priority 
to  applications  for  such  grants  or  contracts  which  are  submitted  for 
research  on  sickle  cell  anemia  and  for  research  on  Cooley's  anemia. 

[voluntary  participation 

[Sec.  1103.  [300b-2l  The  participation  by  anv  individual  in  any 
program  or  portion  thereof  under  this  part  shall  be  wholly  volun- 
tary and  shall  not  be  a  prereouisite  to  eligibility  for  or  receipt  of  any 
other  service  or  assistance  from,  or  to  participation  in,  any  other 
program. 

[application;  administration  of  grants  and  contract  programs 

[Sec.  1104.  [300b-3TI  fa)  A  grant  contract  under  this  part  may 
be  made  upon  application  submitted  to  the  Secretary  at  such  time, 
in  such  manner,  and  containing  and  accompanied  by  such  informa- 
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tion,  as  the  Secretary  may  require  including  assurances  for  an 
evaluation  whether  performed  by  the  applicant  or  by  the  Secretary. 
Such  grant  or  contract  may  be  made  available  on  less  than  a  state- 
wide or  regional  basis.  Each  applicant  shall — 

[(1)  provide  that  the  programs  and  activities  for  which  assist- 
ance under  this  part  is  sought  will  be  administered  by  or 
under  the  supervision  of  the  applicant ; 

[(2)  provide  for  strict  confidentiality  of  all  test  results,  medi- 
cal records,  and  other  information  regarding  testing,  diagnosis, 
counseling,  or  treatment  of  any  person  treated,  except  for  (A) 
such  information  as  the  patient  (or  his  guardian)  gives  in- 
formed consent  to  be  released,  or  (B)  statistical  data  compiled 
without  reference  to  the  identity  of  any  such  patient ; 

£(3)  provide  for  community  representation  where  appropriate 
in  the  development  and  operation  of  voluntary  genetic  testing 
or  counseling  programs  funded  by  a  grant  or  contract  under 
this  part; 

[(4)  in  the  case  of  an  applicant  for  a  grant  or  contract  under 
section  1101(a)(1)  for  the  delivery  of  services,  provide  assur- 
ances satisfactory  to  the  Secretary  that  (A)  the  services  for 
community- wide  testing  and  counseling  to  be  provided  under 
the  program  for  which  the  application  is  made  (i)  will  take  into 
consideration  widely  prevalent  diseases  with  ia  genetic  compo- 
nent and  high-risk  population  groups  in  which  certain  genetic 
diseases  occur,  and  (ii)  where  appropriate  will  be  directed  espe- 
cially but  not  exclusively  to  persons  who  are  entering  their 
child-producing  years,  and  (B)  (appropriate  arrangements  will 
be  made  to  provide  counseling  to  persons  found  to  have  a  genetic 
disease  and  to  persons  found  to  carry  a  gene  or  chromosome  which 
mav  cause  a  deleterious  effect  on  their  offspring ;  and 

[(5)  establish  fiscal  control  and  fund  accounting  procedures  as 
may  be  necessary  to  assure  proper  disbursement  of  and  account- 
ing of  Federal  funds  paid  to  the  applicant  under  this  part. 
[(b)  In  making  any  grant  or  entering  into  any  contract  for  testing 
and  counseling  programs  under  section  1101,  the  Secretary  shall  (1) 
take  into  account  the  number  of  persons  to  be  served  by  the  pro- 
gram supported  by  such  £?rant  or  contract  and  the  extent  to  which 
rapid  and  effective  use  will  be  made  of  funds  under  the  grant  or  con- 
tract; and  (2)  give  priority  to  programs  operating  in  areas  which 
the  Secretarv  determines  have  the  greatest  number  of  persons  wh^ 
will  benefit  from  and  are  in  need  of  the  services  provided  under  such 
programs. 

[(c)  In  making  grants  and  entering  into  contracts  for  any  fiscal 
year  under  section  301  for  proiects  described  in  section  1102  or  under 
section  1101  the  Secretary  shall  give  special  consideration  to  applica- 
tions from  entities  that  received  grants  from,  or  entered  into  contracts 
with,  the  Secretarv  for  the  preceding  fiscal  year  for  the  conduct  of 
comprehensive  sickle  cell  centers  or  sickle  cell  screening  and  education 
clinics. 

[(d)  In  making  any  grant  or  entering  into  any  contract  under 
section  1101  the  Secretary  shall  have  developed  a  procedure  under 
which  persons  from  among  members  of  the  general  public  and 
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from  among  leading  medical  or  scientific  authorities  (acting  as  an 
advisory  group,  task  force,  or  other  entities  appointed  by  the  Secre- 
tary) knowledgeable  about  genetic  diseases  or  conditions  will  have 
the  opportunity  on  a  regular  basis  to  make  recommendations  to  the 
Secretary. 

[public  health  service  fachities 

[Sec.  1105.  [300b-4]  The  Secretary  shall  establish  a  program 
within  the  Service  to  provide  voluntary  testing,  diagnosis,  counsel- 
ing, and  treatment  of  individuals  respecting  genetic  diseases.  Serv- 
ices under  such  program  shall  be  made  available  through  facilities 
of  the  Service  to  persons  requesting  such  services,  and  the  program 
shall  provide  appropriate  publicity  of  the  availability  and  voluntary 
nature  of  such  services. 

[reports 

[Sec.  1106.  [300b-5]  (a)  The  Secretary  shall  prepare  and  submit 
to  the  President  for  transmittal  to  the  Congress  on  or  before  April 
1  of  each  year  a  comprehensive  report  on  the  administration  of  this 
part. 

[(b)  The  report  required  by  this  section  shall  contain  such  recom- 
mendations for  additional  legislation  as  the  Secretary  deems 
necessary. 

[applied  technology 

[Sec.  1107.  [300b-6]  The  Secretary,  acting  through  an  identifiable 
administrative  unit,  shall — 

[(1)  conduct  epidemiological  assessments  and  surveillance  of 
genetic  diseases  to  define  the  scope  and  extent  of  such  diseases 
and  the  need  for  programs  for  the  diagnosis,  treatment,  and 
control  of  such  diseases,  screening  for  such  diseases,  and  the 
counseling  of  persons  with  such  diseases ; 

[(2)  on  the  basis  of  the  assessments  and  surveillance  describe^ 
in  paragraph  (1),  develop  for  use  by  the  States  programs  which 
combine  in  an  effective  manner  diagnosis,  treatment,  and  con- 
trol of  such  diseases,  screening  for  such  diseases,  and  counseling 
of  persons  with  such  diseases ;  and 

[(3)  on  the  basis  of  the  assessments  and  surveillance  described 
in  paragraph  (1),  provide  technical  assistance  to  States  to  im- 
plement the  programs  developed  under  paragraph  (2)  and  train 
appropriate  personnel  for  such  programs. 
In  carrying  out  this  section,  the  Secretary  may,  from  funds  appro- 
priated under  section  1101  (b) ,  make  grants  to  or  contracts  with  public 
or  nonprofit  private  entities  (including  grants  and  contracts  for 
demonstration  projects) . 

[Part  B — Sudden  Infant  Death  Syndrome 

[sudden  infant  death  syndrome  counseling,  information, 
educational,  and  statistical  programs ;  plans  and  reports 

[Sec.  1121.  [300c-ll]  (a)(1)  The  Secretary,  through  an  identifi- 
able administrative  unit  under  the  supervision  of  the  Assistant  Secre- 
tary for  Health,  shall  carry  out  a  program  to  develop  public  informa- 
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tion  and  professional  educational  materials  relating  to  sudden  infant 
death  syndrome,  and  to  disseminate  such  information  and  materials  to 
persons  providing  health  care,  to  public  safety  officials,  and  to  the 
general  public.  The  Secretary  shall  administer,  through  such  unit,  the 
functions  assigned  in  this  section,  and  shall  provide  such  unit  with  such 
full-time  professional  and  clerical  staff  and  with  the  services  of  such 
consultants  and  of  such  management  and  supporting  staff  as  may  be 
necessary  for  it  to  carry  out  such  functions  effectively. 
[(2)  the  Secretary  shall— 

[(A)  develop  and  implement  a  system  for  the  periodic  report- 
ing to  the  department,  and  dissemination  by  the  Department, 
of  information  collected  under  grants  and  contracts  made  under 
subsection  (b)  (1)  of  this  section ;  and 

[(B)  carry  out  coordinated  clearinghouse  activities  on  sudden 
infant  death  syndrome,  including  the  collection  and  dissemina- 
tion to  the  public,  health  and  educational  institutions,  profes- 
sional organizations,  voluntary  groups  with  a  demonstrated  in- 
terest in  sudden  infant  death  sjmdrome,  and  other  interested 
parties  of  information  pertaining  to  sudden  infant  death  syn- 
drome and  related  issues  such  as  death  investigation  systems, 
personnel  training,  biomedical  research  activities,  and  informa- 
tion on  the  utilization  and  availability  of  treatment  or  preven- 
tion procedures  and  techniques,  such  as  home  monitors. 
The  Secretary  is  authorized  to  enter  into  contracts  with  public  or  pri- 
vate entities  to  carry  out  the  information  and  clearinghouse  activities 
required  under  this  subsection. 

[(b)  (1)  The  Secretary  is  authorized  to  make  grants  to  public  or 
nonprofit  private  entities,  and  enter  into  contracts  with  public  or  pri- 
vate entities,  for  projects  which  include  both — 

[(A)  the  collection,  analysis,  and  furnishing  of  information 
(derived  from  post  mortem  examinations  and  other  means)  relat- 
ing to  the  causes  and  other  appropriate  aspects  of  sudden  infant 
death  syndrome ;  and 

[(B)  the  provision  of  information  and  counseling  to  families 
affected  by  sudden  infant  death  syndrome. 
[(2)  No  grant  may  be  made  or  contract  entered  into  under  this 
subsection  unless  an  application  therefor  has  been  submitted  to  and 
approved  by  the  Secretary.  Such  application  shall  be  in  such  form, 
submitted  in  such  manner,  and  contain  such  information  as  the  Secre- 
tary shall,  by  regulation,  prescribe.  Each  application  shall — 

[(A)  provide  that  the  project  for  which  assistance  under  this 
subsection  is  sought  will  be  administered  by  or  under  the  super- 
vision of  the  applicant ; 

[(B)  provide  for  appropriate  community  representation  (in- 
cluding appropriate  involvement  of  voluntary  groups  with  a 
demonstrated  interest  in  sudden  infant  death  syndrome)  in  the 
development  and  operation  of  such  project; 

[(C)  set  forth  such  fiscal  controls  and  fund  accounting  proce- 
dures as  may  be  necessary  to  assure  proper  disbursement  of  and 
accounting  for  Federal  funds  paid  to  the  applicant  under  this  sub- 
section; and 

[(D)  provide  for  making  such  reports  in  such  form,  at  such 
times,  and  containing  such  information  as  the  Secretary  may  rea- 
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sonably  require,  including  such  reports  as  will  assist  in  carrying 
out  the  provisions  of  subsection  (a)  (2)  of  this  section. 
[(c)  (1)  Not  later  than  February  1  of  each  year  after  1979,  the  Sec- 
retary shall  submit  to  the  Committee  on  Labor  and  Human  Resources 
of  the  Senate  and  the  Committee  on  Interstate  and  Foreign  Com- 
merce of  the  House  of  Representatives  a  comprehensive  report  on  the 
administration  of  this  part  (including  funds  and  positions  allocated 
for  personnel)  and  the  results  obtained  from  activities  thereunder, 
including  the  extent  of  allocations  made  to  rural  and  urban  areas. 
The  report  submitted  on  or  before  February  i,  1980,  shall  also  set 
forth  a  plan  to — 

[(A)  extend  counseling  and  information  services  to  the  fifty 
States  and  the  District  of  Columbia  by  July  1,  1980 ;  and 

([B)  extend  counseling  and  information  services  to  all  posses- 
sions and  territories  of  the  United  States  by  July  1,  1981. 
[(2)  The  Secretary  shall  conduct  or  provide  for  the  conduct  of  a 
study  on  State  laws,  practices,  and  systems  relating  to  death  inves- 
tigation and  their  impact  on  sudden  and  unexplained  infant  deaths, 
and  any  appropriate  means  (such  as  model  State  laws  governing 
death  investigations)  for  improving  the  quality,  frequency,  and  uni- 
formity of  the  post  mortem  examinations  performed  under  such  laws, 
practices,  and  systems  in  the  case  of  sudden  and  unexplained  infant 
deaths.  Not  later  than  December  31,  1980,  the  Secretary  shall  report 
to  the  Congress  the  results  of  such  study,  including  recommendations 
as  to  any  appropriate  actions  by  the  Department  of  Health,  Educa- 
tion, and  Welfare  with  respect  to  the  conduct  of  post  mortem  investi- 
gations in  all  cases  of  sudden  and  unexplained  infant  death  (including 
the  desirability  and  feasibility  of  establishing  pilot  projects  for  cen- 
tralized post  mortem  and  specimen  examination  systems  on  a  state- 
wide or  regional  basis) . 

[(d)  (1)  For  the  purpose  of  making  grants  and  contracts  under  and 
otherwise  carrying  out  this  section,  there  are  authorized  to  be  ap- 
propriated $2,000,000  for  the  fiscal  year  ending  June  30,  1975; 
$3,000,000  for  the  fiscal  year  ending  June  30,  19?6;  $4,000,000  for 
fiscal  year  1977;  $3,650,000  for  fiscal  year  1978;  $3,500,000  for  fiscal 
year  1979;  $5,000,000  for  fiscal  year  1980;  and  $7,000,000  for  fiscal 
year  1981. 

[(2)  Payments  under  grants  under  this  section  may  be  made  in  ad- 
vance or  by  way  of  reimbursement,  and  at  such  intervals  and  on 
such  conditions,  as  the  Secretary  finds  necessary. 

[(3)  Contracts  under  this  section  may  be  entered  into  without 
'  regard  to  sections  3648  and  3709  of  the  Revised  Statutes  (31  IJ.S.C. 
529;41U.S.C.  5). 

[(4)  The  Secretary  shall  seek  to  make  equitable  distribution  of 
funds  appropriated  under  this  section  among  the  various  regions  of 
the  country  and  to  ensure  that  the  needs  of  rural  and  urban  areas 
are  appropriately  addressed. 

[sudden  infant  death  syndrome  research  and  research  reports 

[Sec.  1122.  [300c-12j  (a)  From  the  sums  appropriated  to  the  Na- 
tional Institute  of  Child  Health  and  Human  Development  under 
section  441,  the  Secretary  shall  assure  that  there  are  applied  to  re- 
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search  of  the  type  described  in  subparagraphs  (A)  and  (B)  of  subsec- 
tion (b)  (1)  of  this  section  such  amounts  each  year  as  will  be  ade- 
quate, given  the  leads  and  findings  then  available  from  such  re- 
search, in  order  to  make  maximum  feasible  progress  toward  identi- 
fication of  infants  at  risk  of  sudden  infant  death  syndrome  and  pre- 
vention of  sudden  infant  death  syndrome. 

[(b)  (1)  Not  later  than  ninety  days  after  the  close  of  the  fical  year 
ending  September  30,  1979,  and  of  each  fiscal  year  thereafter,  the 
Secretary  shall  report  to  the  Committees  on  Appropriations  of  the 
Senate  and  the  House  of  Representatives,  the  Committee  on  Labor 
and  Human  Resources  of  the  Senate,  and  the  Committee  on  Inter- 
state and  Foreign  Commerce  of  the  House  of  Representatives  specific 
information  for  such  fiscal  year  on — 

[(A)  the  (i)  number  of  applications  approved  by  the  Secretary 
in  the  fical  year  reported  on  for  grants  and  contracts  under 
this  Act  for  research  which  relates  specifically  to  sudden  infant 
death  syndrome,  (ii)  total  amount  requested  under  such  appli- 
cations, (iii)  number  of  such  applications  for  which  funds  were 
provided  in  such  fiscal  year,  and  (iv)  total  amount  of  such  funds; 
and 

[(B)  the  (i)  number  of  applications  approved  by  the  Secretary 
in  such  fiscal  year  for  grants  and  contracts  under  this  Act  for 
research  which  relates  generally  to  sudden  infant  death  syn- 
drome, including  high-risk  pregnancy  and  high-risk  infancy  re- 
search which  directly  relates  to  sudden  infant  death  syndrome, 
(ii)  relationship  of  the  high-risk  pregnancy  and  high-risk  in- 
fancy research  to  sudden  infant  death  syndrome,  (iii)  total 
amount  requested  under  such  applications,  (iv)  number  of  such 
applications  for  which  funds  were  provided  in  such  fiscal  year, 
and  (v)  total  amount  of  such  funds. 
[(2)  Each  report  submitted  under  paragraph  (1)  of  this  subsection 
shall — 

[(A)  contain  a  summary  of  the  findings  of  intramural  and  ex- 
tramural research  supported  by  the  National  Institute  of  Child 
Health  and  Human  Development  relating  to  sudden  infant 
death  syndrome  as  described  in  subparagraphs  (A)  and  (B)  of 
such  paragraph  (1),  and  the  plan  of  such  Institute  for  taking 
maximum  advantage  of  such  research  leads  and  findings;  and 
[(B)  provide  an  estimate  of  the  need  for  additional  funds  over 
each  of  the  next  five  fiscal  years  for  grants  and  contracts  under 
this  Act  for  research  activities  described  in  such  subparagraphs. 
[(c)  Within  five  days  after  the  Budget  is  transmitted  by  the  Presi- 
dent to  the  Congress  for  each  fiscal  year  fiscal  year  1980,  the  Secre- 
tary shall  transmit  to  the  Committees  on  Appropriations  of  the  Senate 
and  the  House  of  Representatives,  the  Committee  on  Labor  and  Human 
Resources  of  the  Senate,  and  the  Committee  on  Interstate  and  Foreign 
Commerce  of  the  House  of  Representatives  an  estimate  of  the  amounts 
requested  for  the  National  Institute  of  Child  Health  and  Human 
Development  and  anv  other  Institutes  of  the  National  Institutes  of 
Health,  respectively,  for  research  relating  to  sudden  infant  death 
svndrome  as  described  in  subparagraphs  (A)  and  (B)  of  subsection 
(b)  (1)  of  this  section,  and  a  comparison  of  such  amounts  with  the 
amounts  requested  for  the  preceding  fiscal  year. 
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[Part  C — Hemophilia  Programs 
[treatment  centers 

[Sec.  1131.  [300c-21]  (a)  The  Secretary  may  make  grants  to  and 
enter  into  contracts  with  public  and  nonprofit  private  entities  for 
projects  for  the  establishment  of  comprehensive  hemophilia  diag- 
nostic and  treatment  centers.  A  center  established  under  this  sub- 
section shall  provide— 

[  ( 1 )  access  to  the  services  of  the  center  for  all  individuals  suf- 
fering from  hemophilia  who  reside  within  the  geographic  area 
served  by  the  center ; 

[(2)  programs  for  the  training  of  professional  and  parapro- 
fessional  personnel  in  hemophilia  research,  diagnosis,  and  treat- 
ment; 

[(3)  a  program  for  the  diagnosis  and  treatment  of  individuals 
suffering  from  hemophilia  who  are  being  treated  on  an  outpa- 
tient basis ; 

[(4)  a  program  for  association  with  providers  of  health  care 
who  are  treating  individuals  suffering  from  hemophilia  in  areas 
not  conveniently  served  directly  by  such  center  but  who  are  more 
conveniently  (as  determined  by  the  Secretary)  served  by  it  than 
by  the  next  geographically  closest  center ; 

[(5)  programs  of  social  and  vocational  counseling  for  indi- 
viduals suffering  from  hemophilia ;  and 

[(6)  individualized  written  comprehensive  care  programs  for 
each  individual  treated  by  or  in  association  with  such  center. 
[(b)  No  grant  or  contract  may  be  made  under  subsection  (a)  unless 
an  application  therefor  has  been  submitted  to  and  approved  by  the 
Secretary.  Such  application  shall  be  in  such  form,  submitted  in  such 
manner,  and  contain  such  information,  as  the  Secretary  shall  by 
regulation  prescribe. 

[(c)  An  application  for  a  grant  or  contract  under  subsection  (a) 
shall  contain  assurances  satisfactory  to  the  Secretary  that  the  appli- 
cant will  serve  the  maximum  number  of  individuals  that  its  available 
and  potential  resources  will  enable  it  to  effectively  serve. 

[(d)  In  considering  applications  for  grants  and  contracts  under 
subsection  (a)  for  projects  to  establish  hemophilia  diagnostic  and 
treatment  center,  the  Secretary  shall — 

[(1)  take  into  account  the  number  of  persons  to  be  served  by 
the  program,  to  be  supported  by  such  centers  and  the  extent  to 
which  rapid  and  effective  use  will  be  made  by  such  centers  of 
funds  under  such  grants  and  contracts,  and 

[(2)  give  priority  to  projects  for  centers  which  will  operate  in 
areas  which  the  Secretary  determines  have  the  greatest  number 
of  persons  in  need  of  the  services  provided  by  such  centers. 
[(e)  Contracts  may  be  entered  into  under  subsection  (a)  without 
regard  to  sections  3648  and  3709  of  the  Revised  Statutes  (31  U.S.C. 
529:41  U.S.C.  5). 

T(f)  There  are  authorized  to  be  appropriated  to  make  payments 
under  grants  and  contracts  under  subsection  ( a)  $3,000,000  for  fiscal 
vear  1976,  $4,000,000  for  the  fiscal  year  ending  September  30,  1977. 
#4.550.000  for  the  fiscal  year  ending  September  30,  1978,  $4,000,000 
for  the  fiscal  year  ending  September  30,  1979,  $5,000,000  for  the  fiscal 
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year  ending  September  30,  1980,  and  $6,000,000  for  the  fiscal  year 
ending  September  30, 1981. 

[blood  separation  centers 

[Sec.  1132.  [300c-22]  (a)  The  Secretary  make  grants  to  and 
enter  into  contracts  with  public  and  nonprofit  private  entities  for 
projects  to  develop  and  expand,  within  existing  facilities,  biood-sep- 
aration  centers  to  separate  and  make  available  for  distribution 
blood  components  to  providers  of  blood  services  and  manufacturers 
of  blood  fractions.  For  purposes  of  this  section — 

[(1)  the  term  ublood  components"  means  those  constituents  of 
whole  blood  which  are  used  for  therapy  and  which  are  ob- 
tained by  physical  separation  processes  which  result  in  licensed 
products  such  as  red  blood  cells,  platelets,  white  blood  cells, 
AHF-rich  plasma,  fresh-frozen  plasma,  cryoprecipitate,  and 
single  unit  plasma  for  infusion ;  and 

[(2)  the  term  "blood  fractions"  means  those  constituents  of 
plasma  which  are  used  for  therapy  and  which  are  obtained  by 
licensed  fractionation  processes  presently  used  in  manufactur- 
ing which  result  in  licensed  products  such  as  normal  serum  al- 
bumin, plasma,  protein  fraction,  prothrombin  complex,  fibrino- 
gen, AHF  concentrate,  immune  serum  globulin,  and  hyperim- 
mune globulins. 

[(b)  In  the  event  the  Secretary  finds  that  there  is  an  insufficient 
supply  of  blood  fractions  available  to  meet  the  needs  for  treatment 
of  persons  suffering  from  hemophilia,  and  that  public  and  other 
nonprofit  private  centers  already  engaged  in  the  production  of 
blood  fractions  could  alleviate  such  insufficiency  with  assistance 
under  this  subsection,  he  may  make  grants  not  to  exceed  $500,000 
to  such  centers  for  the  purposes  of  alleviating  the  insufficiency. 

[(c)  No  grant  or  contract  may  be  made  under  subsection  (a)  or  (b) 
unless  an  application  therefor  has  been  submitted  to  and  approved 
by  the  Secretary.  Such  an  application  shall  be  in  such  form,  sub- 
mitted in  such  manner,  and  contain  such  information  as  the  Secre- 
tary shall  by  regulation  prescribe. 

[(d)  Contracts  may  be  entered  into  under  subsection  (a)  without 
regard  to  section  3648  and  3709  of  the  Revised  Statutes  (31  U.S.C.  529 ; 
41U.S.C.5). 

[(e)  For  the  purpose  of  making  payments  under  grants  and  con- 
tracts under  subsections  (a)  and  (b) .  there  tare  authorized  to  be  appro- 
priated $4,000,000  for  fiscal  year  1976,  $5,000,000  for  the  fiscal  vear 
ending  September  30,  1977,  $3,450,000  for  the  fiscal  year  ending  Sep- 
tember 30,  1978,  $2,500,000  for  the  fiscal  vear  ending  September  30, 
1979,  $3,000,000  for  the  fiscal  year  ending  September  30,  1980,  $3,500,- 
000  for  the  fiscal  year  ending  September  30  1981.] 

EXCERPTS  FROM  THE  UNITED  STATES  CODE 
TITLE  5.— GOVERNMENT  ORGANIZATION  AND 
EMPLOYEES 

******* 

Chapter  85. — Unemployment  Compensation 
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SUBCHAPTER  II— EX-SERVICEMEN 

§8521.  DEFINITIONS;  APPLICATION. 

(a)  For  the  purpose  of  this  subchapter — 

(1)  "Federal  service"  means  active  service,  including  active  duty 
for  training  purposes,  in  the  armed  forces  which  either  began  after 
January  31,  1955,  or  terminated  after  October  27,  1958,  if — 

(A)  that  service  was  continuous  for  365  days  or  more,  or 
was  terminated  earlier  because  of  an  actual  service-incurred 
injury  or  disability;  and 

[(B)  with  respect  to  that  service,  the  individual — 

[(i)  was  discharged  or  released  under  conditions  other 
than  dishonorable ;  and 

£(ii)  was  not  given  a  bad  conduct  discharge,  or,  if  an 
officer,  did  not  resign  for  the  good  of  the  service ;  J 

(B)  with  respect  to  that  service,  the  individual — 

(i)  was  discharged  or-  released  under  honorable 
conditions; 

(ii)  did  not  resign  or  voluntarily  leave  the  service; 
and 

{Hi)  was  not  released  or  discharged  for  cause  as  defined' 
by  the  Department  of  Defense; 

(2)  "Federal  wages"  means  all  pay  and  allowances,  in  cash 
and  in  kind,  of  Federal  service,  computed  on  the  basis  of  the 
pay  and  allowances  for  the  pay  grade  of  the  individual  at  the 
time  of  his  latest  discharge  or  release  from  Federal  service  as 
specified  in  the  schedule  applicable  at  the  time  he  files  his  first 
claim  for  compensation  for  the  benefit  year.  The  Secretary  of 
Labor  shall  issue,  from  time  to  time,  after  consultation  with  the 
Secretary  of  Defense,  schedules  specifying  the  pay  and  allow- 
ances for  each  pay  grade  of  servicemen  covered  by  this  sub- 
chapter, which  reflect  representative  amounts  for  appropriate 
elements  of  the  pay  and  allowances  whether  in  cash  or  in  kind; 
and 

(3)  "State"  means  the  several  States,  the  District  of  Columbia, 
the  Commonwealth  of  Puerto  Rico,  and  the  Virgin  Islands. 

(b)  The  provisions  of  subchapter  I  of  this  chapter,  subject  to  the 
modifications  made  by  this  subchapter,  apply  to  individuals  who 
have  had  Federal  service  as  defined  by  subsection  (a)  of  this  section. 

*  *  *  *  *  *  * 

TITLE  IL— BANKRUPTCY 

§  523.  Exceptions  to  discharge 

(a)  A  discharge  under  section  727,  1141,  or  1328(b)  of  this  title 
does  not  discharge  an  individual  debtor  from  any  debt — 
( 1 )  for  a  tax  or  a  customs  duty — 

(A)  of  the  kind  and  for  the  periods  specified  in  section 
507(a)  (2)  or  507(a)  (6)  of  this  title,  whether  or  not  a  claim 
for  such  tax  was  filed  or  allowed  (other  than  debts  assigned 
pursuant  to  section  402(a)  (26)  of  the  Social  Security  Act)  ; 
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COMMITTEE  ON  FOREIGN  RELATIONS 
WASHINGTON.  D.C.  20510 


June  8,  1981 


Honorable  Pete  V.  Domenici 
Chairman 

Committee  on  the  Budget 
U.S.  Senate 

Washington,  D.C.  20510 
Dear  Mr.  Chairman: 

Enclosed  in  accordance  with  Section  302(8)   of  H.  Con.  Res.  115 
(the  First  Budget  Resolution  for  fiscal  year  1982)   are  the 
recommendations  of  the  Committee  on  Foreign  Relations.  The 
recommended  legislation  changes  laws  within  the  jurisdiction 
of  the  Foreign  Relations  Committee  in  amounts  that  exceed  the 
reconciliation  instructions. 

In  accordance  with  the  instructions,  we  have  drafted   (1)  the 
legislative  language  that  will  achieve  the  savings  in  budget 
authority  and  outlays  required  by  the  resolution,  and   (2)  an 
explanation  of  those  reductions  for  inclusion  in  your  report 
on  the  reconciliation  legislation.     The  legislative  language 
recommended  by  the  Committee  is  extracted  from  two  bills  now 
on  the  Senate  Calendar,  S.   1193  and  S.   1196.     Because  the 
Committee  traditionally  reauthorizes  the  security  and  develop- 
ment assistance  programs  included  in  S.  1196  on  an  annual  basis, 
we  have  not  transmitted  formal  language  for  fiscal  years 
1983  and  1984.     It  intends  to  report  savings  for  those  years 
consistent  with  the  reconciliation  instructions. 

In  reporting  this  reconciliation  legislation,  the  Foreign 
Relations  Committee  notes  that  the  foreign  assistance  programs 
of  the  United  States  are  crucial  to  U.S.  foreign  policy  and 
national  security  interests.     While  U.S.  military  capability 
serves  as  a  deterrent  which  hopefully  will  not  need  to  be  used, 
U.S.   security  and  development  assistance  programs  provide  a 
more  flexible  and  hence  more  useable  instrument  of  U.S.  foreign 
policy.     These  programs  support  friendly  governments  and  promote 
political  stability  by  strengthening  defensive  capabilities  and 
encouraging  socioeconomic  development.     Through  these  programs, 
the  United  States  hopes  to  see  these  countries  increasingly 
identify  their  interests  and  aspirations  with  the  international 
Western  political  and  economic  system. 

In  many  ways  these  foreign  policy  instruments  have  eroded  during 
the  past  25  years  in  the  same  way  as  has  the  defense  establish- 
ment.    In  1955,  defense  expenditures  represented  54.7  percent 
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of  the  budget  and  9.8  percent  of  GNP.     In  fiscal  year  1982, 
defense  expenditures  are  projected  at  27.1  percent  of  the  budget 
and  5.9  percent  of  GNP.     Security  and  development  assistance 
programs  have  similarly  shrunk  in  relative  importance  during 
this  period.     In  1955  these  programs  constituted  6.2  percent 
of  the  budget  and  1.1  percent  of  GNP.     In  1982,  they  are 
estimated  at  1.1  percent  of  the  budget  and  .2  percent  of  GNP. 

The  Committee  is,  of  course,  also  aware  of  the  strong  domestic 
support  for  reducing  the  federal  budget.     The  Committee 
further  realizes  that  there  is  waning  support  for  expenditures 
on  foreign  countries  when  domestic  programs  are  being  cut. 
The  Committee  has  taken  seriously  the  mandate  to  hold  down 
expenditures,  and  it,  therefore,  reduced  the  Administration 
request  for  international  security  and  development  assistance 
by  $900  million  in  S.  1196  for  programs  not  included  in  the 
reconciliation  recommendation. 


Claiborne  Pell 

Ranking  Minority  Member 
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Report  Language  to  accompany  Title  VIII, 
International  Programs 


Section  801.  International  Organization  and  Conferences 

— Included  in  this  item  are  funds  to  pay  the  regularly 
assessed  U.S.   share  of  contributions  to  the  United  Nations, 
its  specialized  and  associated  agencies,  and  a  variety  of 
other  international  organizations;  funds  for  U.S.  contri- 
butions to  international  peacekeeping  activities;  and 
funds  for  the  expenses  of  U.S.  missions  to  various  inter- 
national organizations  and  conferences. 

The  Administration  is  requesting  $563,806,000  in  fiscal 
year  1982  and  $554,436,000  in  fiscal  year  1983  to  fund  the 
above  organization.     The  amount  requested  for  this  category 
in  fiscal  year  1982  is  an  increase  of  $48,865,000  over  the 
fiscal  year  1981  authorized  level. 

The  Administration  has  proposed  deferring  U.S.  assessed 
contributions  to  15  international  organizations,  which 
operate  on  a  calender  year  budget,  from  the  fiscal  year 
beginning  October  1  before  the  calendar  year  to  the  fiscal 
year  beginning  October  1  during  the  calendar  year.  By 
deferring  its  payment  from  one  fiscal  year  to  the  next,  a 
paper  savings  of  one  year"s  contribution^ can  be  made  without 
putting  the  United  States  in  violation  of  its  treaty 
obligations.     The  Administration  had  proposed  phasing  in 
the  deferrals  over  four  years  so  that  in  each  of  the  next 
four  fiscal  years  the  level  of  contributions  would  be 
about  25  percent  lower  than  the  calendar  year  assessed  level. 
In  fiscal  year  1982,   $160,000,000  would  have  been  deferred, 
thus  reducing  the  international  organization  account  from 
$654,591,000  to  $494,591,000. 

The  Committee  notes  that  the  savings  made  through  the 
deferral  proposal  are  the  result  of  a  change  in  the  method 
of  payment  to  the  international  organizations  and  do  not 
involve  any  reductions  in  international  organization 
budgets  or  in  U.S.  obligations.     The  savings  are  one-time 
savings  and,  when  the  deferral  proposal  is  fully  phased  in, 
the  international  organization  budget  will  return  to  its 
100  percent  assessed  level. 

In  accepting  the  deferral  proposal,  the  Committee  relied 
on  Administration  assurances  that  the  deferral  proposal  was 
entirely  consistent  with  all  United  State  treaty  obligations 
to  the  international  organizations.     In'  particular ,  the 
Committee  accepted  Administration  assurances  that  the 
deferral  proposal  would  in  no  way  affect  the  ability  of 
the  United  States  to  pay  its  full  assessment  in  the  calendar 
year  when  due.     The  Committee  expects  the  Administration  to 
fulfill  this  obligation. 


79-757  0-81-52 
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The  Committee  recognizes  that  the  deferrals  will,  by 
changing  the  U.S.  method  of  payment  from  a  quarterly  basis 
to  a  lump-sum  payment  on  or  after  October  1,  cause  the 
international  organizations  some  cash-flow  problems.  The 
Committee  felt,  however  that  the  need  for  budgetary  restraint 
outweighed  these  considerations. 

The  Administration  had  proposed  to  phase-in  the 
deferrals  over  four  years.     The  Committee  accepted  an 
amendment  proposed  by  Senator  Glenn  to  phase  in  the  ■ 
deferrals  over  three  years.     The  accelerated  rate  of 
deferral  will  result  in  a  savings  of  $40, 000 , 000 -in  fiscal 
year  1982  and  $40,000,000  in  fisgal  year  1983. 

The  Committee  recommends  that  the  Senate  approve 
$523,806,000  for  fiscal  year  1982  and  $514,436,000 
for  fiscal  year  1983. 


Section  802.     Board  for  International  Broadcasting 
— Apart  from  the  relatively  small  sum  needed  for  the  salaries 
and  expenses  of  the  part-time  Board  and  its  full-time  staff 
(9  people) ,  the  BIB  appropriation  is  used  entirely  for  grants 
to  the  RFE/RL  organization,  to  fund  its  operating  expenses 
and  investment  needs    (transmitters) . 

Over  the  past  decade,  RFE/RL  operation  budgets  "nave 
tripled,  while  staff  has  been  reduced  by  nearly  one-third. 
(In  fiscal  year  1971,   operating  expenses  for  RFE  and  RL,  with 
2,569  employees,  totaled  $34.5  million;  there  were  1,664 
employees  at  the  start  of  fiscal  year  1981.)     The  sharp 
rise  in  dollar  costs  was  necessitated  primarily  by  the 
almost  continuous  appreciation  of  the  West  German  mark  against 
the  dollar  between  1968  and  1980.      (Other  factors,  included 
inflation,   improved  employee  benefits  and  technical 
modernization.)     The  fiscal  year  1982  request  is  the  first 
since  fiscal  year  1977,   and  only  the  second  since  creation 
of  the  BIB  in  1973,  to  be  based  on  a  stronger  exchange 
rate  for  the  dollar  than  in  the  preceding  year. 

The  Committee  recommends  authorization  of  $98,317,000  for 
fiscal  year  1982  and  fiscal  year  1983  for  the  Board  of 
International  Broadcasting. 
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Section  803.     Arms  Control  and  Disarmament  Agency 

—This  section  would  amend  section  49(a)   of  the  AC  DA  Act  (22 

U.S.C.   2589(a)   to  authorize  appropriations  for  the 

U.S.  Arms  Control  and  Disarmament  Agency  for  fiscal  years 

1982  and  1983.     The  Administration  asked  the  sum  of  $16,768,000 

for  fiscal  year  1982.     The  Agency's  current  two-year 

authorization  is  $18,876,000  for  fiscal  year  1980  and 

$20,645,000  for  fiscal  year  1981.     In  all  instances  these 

amounts  are  plus  additional  amounts  "as  may  be  necessary 

for  increases  in  salary,  pay,  retirement,  other  employee 

benefits  authorized  by  law,  and  other  non-discretionary 

costs,  and  to  offset  adverse  fluctuations  in  foreign 

currency  exchange  rates." 

Senators  Percy,  Pell,  and  Cranston  recommended  to  the 
Committee  that  the  authorized  amount  for  fiscal  year  1982 
be  increased  from  $16,768,000  to  $18,268,000  -  an  increase 
of  $1.5  million.     Even  with  the  increase,  the  amount  would 
be  substantially  less  than  amounts  authorized  by  Congress  - 
$18.9  million  for  fiscal  year  1980  and  $20.6  million  for 
fiscal  year  1981.     The  Committee  agreed  to  the  increase 
to  $18,268,000  for  fiscal  year  1982.     According  to  testimony 
received  by  the  Committee,  an  additional  $1.5  million  will 
probably  be  needed  for  major  SALT  negotiations  for 
fiscal  year  1982.     The  Committee  coacluded  that  this 
amount  should  be  authorized  so  that  the.  Administration  will 
be  able  to  move  ahead  with  SALT  negotiations  when  it  decides 
to  do  so.     While  the  impetus  for  the  increase  was  to  allow 
adequate  spending  for  resumed  SALT  negotiations,  the 
Committee  was  also  mindful  of  the  requirement  the  Arms 
Control  and  Disarmament  Agency  have  sufficient  funds  for 
strategic  arms  limitation-related  research,  and  work 
related  to  monitoring  and  verification  of  arms  limitation 
agreements. 


Section  80 4.     International  Organizations  and  Programs 
—  This  section  amends  Section  302(a) (1)   of  the  Foreign 
Assistance  Act  to  authorize  appropriation  of  $229  million 
for  U.S.  contributions  to  selected  International 
Organizations  and  Programs. 

The  Committee  recognizes  the  important  U.S.  interests 
involved  in  our  participation  in  United  Nations  programs, 
and  urges  the  President  to:  provide  strong  support  for  the 
specialized  activities  of  the  agencies  represented  in  this 
account.  o0v<^ 
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Section  805.     American  Schools  and  Hospitals  Abroad 

— Section  806  amends  Section  214 (c)  of  the  Foreign  Assistance 

Act  to  authorize  appropriations'  of  $12  million  for  the 

American  Schools  and  Hospitals  Abroad  Program  (ASHA) . 

Senator  Mathias  recommended  that  the  Committee  increase  the 

Administration  request  by  $5  million,  but  agreed  to  put 

forth  an  amendment  of  $4.5  million  in  order  to  keep  within  the 

overall  Committee  guidelines.     The  Committee  accepted  this 

amendment. 

The  Committee  continues  to  believe  that  this  program  is 
of  value  in  demonstrating  American  approaches  to  education 
and  health  care  overseas.     However,  at  a'.time  when  American 
schools  and  hospitals  within  the'United  States  are  being 
forced  to  scale  back  their  expectations  of  support  for  the 
federal  government  and  to  find  other  ways  to  finance  their 
activities,  the  Committee  believes  that  we  must  ask  American 
schools  and  hospitals  overseas  to  do  likewise. 

Section  806.     International  Disaster  Assistance 

— This  section  amends  Section  492  of  the  Foreign  Assistance 

Act  to  authorize  appropriations  of  $27  million  in  fiscal 

year  1982  to  assist  victims  of  natural  and  man-made  disasters. 

This  program  is  currently  funded  at  $23  million  under  the 
fiscal  year  1981  continuing  resolution.^  In  addition, 
supplemental  disaster  appropriations  were  also  provided  in 
fiscal  year  1981  for  $50  million  to  assist  relief  efforts 
in  the  Italian  earthquake,  and  for  $14,250  million  to  aid 
African  refugees. 


Section  80  7.     International  Narcotics  Control 
—Section  808  amends  Section  482(a)   of  the  Act  to  authorize 
appropriations  of  $37.7  million  for  international. .narcotics 
control.     The  funds  recommended  in  this  authorization  are 
used  to  support  the  programs  of  tile  International  Narcotics 
Matters  Bureau  of  the  Department  of  State  aimed  at 
eradicating  the  production  of  illegal  drugs,  and  interdicting 
the  flow  of  illicit  drug  trafficking. 


Section  808.     Peace  Corps 

— Section  809  amends  section  3(b)   of  the  Peace  Corps  Act 
(the  "Act")   to  authorize  the  appropriation  of  $105,000,000  for 
activities  under  the  Act  for  the  fiscal  year  ending  September 
30,  1982.     Section  611  would  also  authorize  appropriations  of 
such  sums  as  may  be  necessary  for  increases  in  pay,  retirement, 
and  similar  benefits  authorized  by  law  for  fiscal  year  1982. 
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Section  809.     Inter-American  Foundation 

— This  section  authorizes  $12,000,000  in  fiscal  year  1982 
for  the  Inter-American  Foundation.     The  Foundation  is  a 
Government  corporation  established  in  1969.     It  has  a  small 
Washington-based  staff  which  provides  grants  to  indigenous 
non-Government  organizations  in  Latin.  America  and  the 
Caribbean.     It  seeks  to  be  responsive  to  small-scale 
self-help  development  projects.     It  operates  with  no  field 
staff  and  a  minimum  of  redtape  and  has  kept  its  overhead  at 
less  than  15  percent.     In  funding  projects  it  stresses        . .:• 
innovative  approaches  and  maximum  direct  beneficial  impact 
on  the  persons  involved.     Since  its  inception,  IAF  has 
provided  $112  million  in  grants  t'o  914  projects. 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rivlin 
Director 


June  12,  1981 


Honorable  Charles  H.  Percy 
Chairman 

Committee  on  Foreign  Relations 
United  States  Senate 
Washington,  D.  C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  cost  estimate  of 
Title  VlII--International  Programs — of  the  Omnibus  Reconciliation  Legisla- 
tion as  sent  to  the  Senate  Budget  Committee  on  June  8,  1981.  The 
estimates  included  in  the  attached  report  represent  the  1981-1986  effects 
on  the  federal  budget  of  the  committees  legislative  proposals.  CBO 
understands  that  the  staff  of  the  Committee  on  the  Budget  will  be 
responsible  for  interpreting  how  the  savings  contained  in  these  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further 
details  on  the  attached  cost  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:       Honorable  Claiborne  Pell 
Ranking  Minority  Member 
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Congressional  Budget  Office 
Cost  Estimate 

June  12,  1981 

1.  Bill  Title: 

Omnibus  Reconciliation  Legislation,  Title  VIII--International  Programs. 

2.  Bill  Status: 

As  sent  to  the  Senate  Budget  Committee  by  the  Senate  Foreign 
Relations  Committee  on  June  8,  1981. 

3.  Bill  Purpose: 

To  bring  expenditures  authorized  by  the  Senate  Foreign  Relations 
Committee  within  the  reconciliation  target  for  that  committee  estab- 
lished by  the  Congress. 


4.     Cost  Estimate: 

Authorization  Reduction 

Budget  Authority 
Estimated  Outlays 

5. 


6.  Estimate  Comparison:  None. 

7.  Previous  CBO  Estimate:  None. 
8. 


•  (By  fiscal  year,  in  millions  of  dollars) 

1981     1982    1983    1984    1985  1986 

—  -268    -340    -306    -238  -251 

—  -167    -289    -301     -245  -240 


For  account  by  account  detail  on  the  estimated  savings,  see  the 
attached  table. 

Basis  of  Estimate: 

For  accounts  explicitly  authorized  in  the  Title  VIII  proposals,  budget 
authority  savings  were  estimated  by  reducing  the  Senate  current  policy 
baseline  by  the  amount  authorized.  Methodology,  for  estimating  the 
savings  in  years  without  explicit  authorization  levels,  was  worked  out  in 
consultation  with  staff  of  the  Senate  Budget  Committee.  Outlay 
savings  were  estimated  using  historical  disbursement  rates. 


stimate  Prepared  By:        Rita  J.  Seymour 
Jonathan  Muehl 


(225-4844) 


t-j>-~  James  L.  Blum 
Ls     Assistant  Director 

for  Budget  Analysis 


9.     Estimate  Approved  By: 
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Title  VIII  -  Senate  Foreign  Relations  Committee 
Reconciliation  Proposal 


(By  fiscal  year,  in  thousands  of  dollars) 

Authorization 

Reduction  1982  1983  1984  1985  1986 


International  Organizations  and  Conferences 
Estimated  Savings 

Budget  Authority  -92,255  -118,742  -53,077  41,402  54,058 
Outlays  -  66,852    -113,163     -72,015        15,275  50,990 

Board  for  International  Broadcasting 
Estimated  Savings 

Budget  Authority  -10,057  -17,933  -25,211  -31,991  -38,571 
Outlays  -  9,755     -17,395      -24,455     -31,031  "37,414 

Arms  Control  and  Disarmament  Agency 
Estimated  Savings 

Budget  Authority  —1,574  -  2,211  -2,854  -  3,452  -4,027 
Outlays  "  1,250      "  1  ,959       "2,672       ~3,279  ~3,863 

International  Organizations  and  Programs 
Estimated  Savings 

Budget  Authority  -56,157  -76,312  -83,196  -88,323  -92,146 
Outlays  -  32,571    -  61,108    -  77,886     -  85,344  -89,925 

American  Schools  and  Hospitals  Abroad 
Estimated  Savings 

Budget  Authority  -  9,740  -  11,320  "  12,780  ~14,140  -15,460 
Outlays  -  2,844     -  6,870     -  10,193     "12,328  '13,878 

International  Disaster  Assistance 
Estimated  Savings 

Budget  Authority  "68,431  "75,863  — 82,677  "  88,882  "94,911 
Outlay  -38,321     ~58,428     "72,187     "81,700  "89,368 

International  Narcotics  Control 
Estimated  Savings 

Budget  Authority  -15,104  "  18,834  "  22,233  "  25,271  "28,298 
Outlays  -  5,030     -13,416     -  19,242    -22,585  "25,690 

Peace  Corps 
Estimated  Savings 

Budget  Authority  -  8,904  -  13,373  "17,707  "21,634  ~  25,507 
Outlays  -  7,417     -  12,404     -16,871     "20,870  —24,762 

Inter-American  Foundation 
Estimated  Savings 

Budget  Authority  -5,353  -  5,814  -  6,079  -  6,206  ~6,234 
Outlays  -3,126      "  4,546      —  5,539      "6,071  "6,180 

TOTAL  ESTIMATED  SAVINGS 

Budget  Authority  -  267,575  -  340,402  -305,814  -  238,497  -  251,096 
Outlays  —167,166  "289,290  "301,060  "247,933  "240,090 


COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 


Title  IX 


mtniieb  J&iaie*  SycixaU 


GOVERNMENTAL.  AFFAIRS 
WASHINGTON.  D.C.  20310 


June  4,  1981 


The  Honorable  Pete  V.  Domenici 
Chairman 

Senate  Budget  Committee 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

In  accordance  with  the  instructions  to  the  Committee 
on  Governmental  Affairs  contained  in  S.  Con.  Res.  9  and  S. 
Con.  Res.  19,  I  have  enclosed  our  recommendations  for  changes 
in  laws  necessary  to  achieve  the  total  budgetary  savings 
assigned  to  this  Committee.     The  recommendations  of  the 
Committee  on  Governmental  Affairs  are  projected  to  save  more 
than  $6.2  billion  in  fiscal  1982  outlays,  with  additional 
savings  to  be  realized  in  later  years.     Legislative  changes 
approved  by  this  Committee  include  both  reductions  in  authori- 
zations and  a  reduction  in  direct  spending. 

In  order  to  save  an  estimated  $513  million  in  direct 
spending  in  fiscal  1982,  the  Committee  has  voted  to  discontinue 
semi-annual  cost  of  living  adjustments  and  instead  provide 
federal  civil  service  retirees  with  an  annual  cost  of  living 
adjustment.     This  adjustment  would  be  given  in  March  of  each 
year  and  would  be  based  on  the  Consumer  Price  Index. 

The  Committee  has  agreed  to  limit  federal  outlays 
for  District  of  Columbia  loans  for  capital  improvement  projects 
to  $155  million  in  fiscal  1982  and  fiscal  1983.     These  changes 
will  result  in  a  projected  savings  of  $40  million  and  $64 
million  in  outlays  for  each  year,  respectively.     In  1984,  when 
the  District  of  Columbia  Government  plans  to  enter  private 
capital  markets,  outlays  for  this  purpose  will  no  longer  be 
necessary. 

The  Committee  has  agreed  that  subsidies  to  the  U.S. 
Postal  Service  should  be  reduced  by  $956  million  in  fiscal 
year  1982  and  $1,077  million  in  fiscal  year  1983.     The  Committee 
has  approved  legislation  which  would  limit  the  public  service 
subsidy  to  $300  million  in  fiscal  1982  and  1983.     No  public 
service  subsidy  would  be  given  in  fiscal  1984.     The  revenue 
forgone  subsidy  would  be  limited  to  $500  million  in  fiscal 
years  1982,  1983,  and  1984.     The  Postal  Service  has  testified 
before  the  Congress  that  these  reductions  are  possible  without 
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The  Honorable  Pete  V.  Domenici 
Page  Two 
June  4,  1981 

reducing  services.     Postal  rates  for  blind  or  handicapped 
mailers  will  not  be  affected  by  these  reductions. 

The  Committee  has  also  voted  to  establish  an  across 
the  board  4.8%  ceiling  for  the  annual  cost  of  living  adjust- 
ment for  federal  employees.    The  Committee  will  be  prepared  to 
recommend  additional  appropriate  reductions  to  achieve  necessary 
savings  in  fiscal  years  1983  and  1984  in  this  or  possibly  in 
other  areas. 

In  addition  to  the  above  four  recommendations,  the 
Committee  has  voted  to  reduce  spending  on  both  consultant 
services  and  government  travel  by  $500  million  and  $550  million 
respectively  in  fiscal  year  1982.  Both  of  these  reductions 
would  be  allocated  among  the  departments  and  agencies  by  the 
Office  of  Management  and  Budget. 

The  Committee  on  Governmental  Affairs,  in  submitting 
these  legislative  changes  is  in  compliance  with  the  instruc- 
tions which  have  been  agreed  to  for  this  Committee.     In  addition, 
this  Committee  plans  to  carefully  examine  ways  in  which  waste, 
fraud  and  abuse  in  the  federal  government  can  be  eliminated. 
The  Committee  will  of  course  continue  its  efforts  to  determine 
legislative  changes  which  may  be  necessary  in  order  to  achieve 
further  budgetary  savings. 


Sincerely, 


William  V.  Roth,  Jr. 
Chairman 


WVR/jlm 
Enclosures 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rivlin 
Director 


June  16,  1981 


Honorable  William  V.  Roth,  Jr. 
Chairman 

Committee  on  Governmental  Affairs 
United  States  Senate 
3308  Dirksen  Senate  Office  Building 
Washington,  D.C.  20150 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the  Congres- 
sional Budget  Office  has  reviewed  the  reconciliation  proposals  prepared  by  the 
Senate  Committee  on  Governmental  Affairs.  Enactment  of  these  proposals 
would  revise  program  levels  in  spending  programs  within  the  jurisdiction  of  the 
Senate  Committee  on  Governmental  Affairs. 

The  attached  table  summarizes  estimated  changes  relative  to  the  baseline  used 
by  the  Senate  Budget  Committee  in  its  reconciliation  instructions  to  the 
Committees.  CBO  understands  that  the  staff  of  the  Committee  on  the  Budget 
will  be  responsible  for  interpreting  how  the  savings  contained  in  the  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further  details 
on  this  estimate. 


Sincerely, 


Director 


cc:  Honorable  Thomas  F.  Eagleton 
Ranking  Minority  Member 
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SENATE  COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 
RECONCILIATION  ESTIMATES 
Congressional  Budget  Office 
June  16,  1981 


Section  1--4.8  Percent  Pay  Cap  on  Federal  Employees 

(by  fiscal  years,  in  millions  of  dollars) 
1982  1983  1984 

Baseline 

Estimated  Authorization  Level  28,939  31,551  34,053 

Estimated  Outlays  28,802  31, 44}  33,947 

Change  to  Baseline 

Estimated  Authorization  Level  -3,781  -418  -22 

Estimated  Outlays  -3,694  -497  -27 

The  baseline  assumed  pay  raises  of  13.5,  8.9,  and  7.9  percent  for  federal 
employees  in  fiscal  years  1982,  1983,  and  1984,  respectively.  The  estimated 
savings  reflect  the  administration's  proposed  4.8  percent  cap  in  fiscal  year 
1982  and  assume  a  return  to  comparability  as  the  basis  for  granting  federal 
employees  a  payraise  in  fiscal  years  1983  and  1984.  If  no  provisions  are 
made  to  limit  federal  payraises  in  these  years,  federal  workers  will  receive 
not  only  the  8.9  and  7.9  percent  comparability  payraises  assumed  in  the 
baseline,  they  will  also  receive  an  additional  catchup  raise. 

Section  2 — Annualization  of  Cost  of  Living  Adjustment  for  Federal 
Employees 

(by  fiscal  years,  in  millions  of  dollars) 

1982  1983  1984 

Baseline 

Estimated  Authorization  Level              30,624  33,925  37,035 

Estimated  Outlays                               20,029  22,220  24,143 

Change  to  Baseline 

Estimated  Authorization  Level  —  —  — 

Estimated  Outlays  -513  -414  -357 

Annual  indexation  of  the  cost  of  living  adjustment  for  federal  retirees 
results  in  outlay  savings  of  $513  million.  The  savings  reflect  the  difference 
between  twice-a-year  current,  law  adjustments  and  the  proposed  annual 
adjustment  of  federal  employee  retirement  benefits. 
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Section  3 — Limitations  on  Authorizations  of  Appropriations  to  the  Postal 
Service 


(by  fiscal  years,  in  millions  of  dollars) 
1982  1983  1984 


Baseline 

Estimated  Authorization  Level  1,825  1,796  1,812 

Estimated  Outlays  1,825  1,796  1,812 

Change  to  Baseline 

Estimated  Authorization  Level  -956  -1,077  -1,261 

Estimated  Outlays  -956  -1,077  -1,261 

This  section  would  reduce  the  payments  to  the  U.S.  Postal  Service  to  levels 
consistent  with  those  recommended  by  the  President  as  well  as  those 
assumed  by  the  First  Budget  Resolution  for  fiscal  year  1982. 

The  proposed  changes  to  current  policy  would  phase  out  the  public  service 
subsidy  by  1984  and  would  limit  the  revenue  forgone  payment  to  $500 
million  for  fiscal  years  1982  and  beyond. 

Section  4— Ceiling  and  Phase  Out  of  Capital  Improvement  Loans  to  the 
District  of  Columbia 


(by  fiscal  years,  in  millions  of  dollars) 
1982  1983  1984 

Baseline 

Estimated  Authorization  Level  193.6  210.8  227.2 

Estimated  Outlays  185.3  208.6  223.9 

Change  to  Baseline 

Estimated  Authorization  Level  -38.6  -55.8  -72.2 

Estimated  Outlays  -40.3  -63.6  -68.9 

This  section  would  cap  the  authorization  of  appropriations  to  the  District  of 
Columbia  for  Capitol  Improvement  Loans  at  $155  million  in  fiscal  years 
1982  and  1983.  The  estimate  includes  a  projection  of  the  savings  relative  to 
the  baseline  for  1984  based  on  general  guidelines  from  the  Budget  Com- 
mittee staff. 


Section  5 — Reduction  in  Spending  for  Consultants,  Etc. 

This  section  would  require  the  Director  of  the  Office  of  Management  and 
Budget  to  allocate  a  reduction  in  obligations  for  consultant  services, 
management  and  professional  services,  and  special  studies  and  analyses  in 
the  executive  branch  of  the  government  in  fiscal  year  1982.  The  reduction 
would  be  $500  million  below  the  total  amount  proposed  for  such  services  in 
the  fiscal  year  1982  budget,  as  amended  and  supplemented,  transmitted  by 
the  President  to  the  Congress. 
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Section  6 — Reduction  in  Expenditures  for  Travel  by  Federal  Employees 

This  section  would  require  the  reduction  of  obligations  for  travel  and 
transportation  of  persons  and  transportation  of  things  in  fiscal  year  1982  by 
$550  million  from  the  total  amount  proposed  for  such  travel  and  transpor- 
tation in  the  executive  branch  in  the  budget  transmitted  by  the  President. 
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May  7,  1981 

ADDITIONAL  COMMENTS  OF  SENATOR  CARL  LEVIN 

Although  I  voted  to  report  out  the  final  reconciliation  legis- 
lative package  passed  by  the  Governmental  Affairs  Committee  on  May 
5,  1981,  I  did  not  vote  for  several  components  of  that  bill. 

I  voted  against  the  reduction  of  $299  million  in  the  revenue 
forgone  subsidy  to  the  Postal  Service.     This  reduction  was  too  extreme 
and  would  seriously  tax  the  resources  of  a  large  number  of  non-profit 
organizations  which  provide  invaluable  services  to  our  society.  It 
was  estimated  by  the  Postal  Service  that  the  reduction  in  the  revenue 
foregone  subsidy  would  increase  the  cost  to  third  class  bulk  mailers 
by  some  39%.     This  increase  in  operating  costs  would  come  at  a  time 
when  postal  rat'es  have  already  been  increased  once  this  year  and  are 
expected  to  be  increased  again,  when  the  federal  government  is  trans- 
ferring more  responsibilities  to  these  private  organizations  to  pick 
up  the  slack  from  disbanded  federal  programs,  and  when  the  federal 
government  is  reducing  general  levels  of  funding  and  support  for 
these  organizations  through  program  cutbacks. 

Although  I  voted  to  continue  the  twice-a-year  cost  of  living 
increases  for  federal  retirees,  Senator  Pryor  and  I  did  announce  that 
we  intend  to  offer  an  amendment  on  the  floor  which  would  allow  for 
the  second  cost  of  living  increase  in  September  of  each  year  only  if 
the  inflation  rate  exceeds  8.3%   (the  President's  estimate  for  purposes 
.of  the  budget)  for  the  prior  six  month  period.     The  twice-a-year  cost 
of  living  increase  became  effective  during  a  time  of  soaring  inflation. 
It  should  only  be  used  so  long  as  those  conditions  continue  to  exist. 
This  amendment  would  allow  for  that  contingency. 

Finally,  I  voted  against  the  cap  of  4.8%  for  pay  increases  to 
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General  Schedule  employees  and  blue  collar  workers .     I  made  this 
decision  for  two  reasons.     First,  legislating  such  a  cap  would  run 
counter  to  and  make  meaningless  the  statutory  provision  already  in 
place  for  determining  the  so-called  comparability  pay  adjustment. 
Under  5  U.S.C.   5305,  the  President  is  to  direct  an  agent  to  determine 
each  year  the  amount  of  increase  necessary  to  achieve  comparability 
with  the  private  sector  and  present  that  recommendation  to  the  Congress. 
In  the  event,  due  "to  economic  conditions  or  national  emergency,  that 
the  President  deems  it  necessary  to  recommend  less  than  the  estimate 
of  the  agent,  the  President's  proposal  is  then  subject  to  a  legislative 
veto  by  either  house  of  Congress.     We  are  thwarting  that  statutorily 
established  process  by  legislating  a  pay  cap  at  this  time.  Secondly, 
it  is  difficult  for  me  to  reconcile  a  4.8%  increase  with  an  inflation 
rate  in  excess  of  10%.     I  have  no  less  concern  for  the  need  of  the 
federal  government  to  tighten  its  belt  to  beat  inflation  than  my 
committee  colleagues  --  I  think  that  is  critical  --  but  a  A. 8%  pay  cap 
is  too  drastic  an  action.     As  strongly  as  I  feel  that  the  federal 
government  should  eliminate  dead  weight  on  its  payroll,  I  also  feel 
that  those  who  do  work  for  the  federal  government  should  be  of  the 
highest  caliber  and  be  both  respected  and  rewarded  for  a  quality  work 
product.     The  4.81  cap  sends  the  wrong  signal  and  serves  to  undermine 
the  enthusiasm  and  energy  a  federal  worker  will  bring  to  the  job. 

I  am  very  concerned  over  the  growth  of  the  federal  budget  and 
the  inability  of  our  country  to  get  a  handle  on  inflation?  however, 
I  think  our  budget  cuts  should  be  wise  ones,  directed,  where  possible , 
at  the  waste  and  the  fat  that  have  been  so  apparent  in  our  federal 
operations.     This  is  why  I  supported  the  amendments  of  Senators 
Pryor  and  Sasser  to  reduce  by  $500  million  the  amount  expended  on 
consultants,   to  reduce  by  $550  million  the  amoung  expended  on 
travel,  and  to  reduce  by  $2  billion  the  amount  of  debts  owed  to  the 
federal  government  that  go  uncollected  each  year.     These  types  of 
economies  and  efficiencies  should  be  our  primary  targets. 
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CHARLES  MCC.  MATH  I  AS.  J»-.  MD.  JOSEPH  R.  BIDEN. 
PAUL  LAX  ALT.  NEV.  EDWARD  M.  KENf 

ORRIN  G.  HATCH.  UTAH  ROBERT  C.  BVRD. 

ROBERT  DOLE.  KANS. 
ALAN  K.  SIMPSON.  WYO. 
JOHN  EAST.  N.C. 
CHARLES  E   GRASSLEY.  1C 
JEREMIAH  DENTON.  ALA. 
ARLEN  SPECTER.  PA. 


EDY.  MASS. 


mCnileb  £>i*U*  Senate 

COMMITTEE  ON  THE  JUDICIARY 

Washington,  D.C.  20510 


June  11,  1981 


Honorable  Pete  V.  Domenici,  Chairman 
Committee  on  the  Budget 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

In  compliance  with  the  procedures  that  you  have  set  forth  with 
regard  to  the  reporting  of  the  reconciliation  bill  to  the  full 
Senate,  I     hereby  submit  the  appropriate  legislative  language 
and  accompanying  report  language  for  inclusion  in  Title  X  of 
that  bill. 

Report 

The  Committee  on  the  Judiciary  met  on  May  12,   1981,  to  consider 
S.   951,  the  Fiscal  Year  1982  authorization  hill  for  the  U.S. 
Department  of  Justice.     In  considering  that  measure  the  Committee 
had  been  advised  that  under  the  pending  concurrent  resolution, 
the  Committee  was  under  instruction  to  achieve  savings  of  $116 
million  and  $13,000,000  in  outlays  for  fiscal  year  1982  among 
the  programs  and  departments  authorized  under  the  jurisdiction 
of  the  Judiciary  Committee,  as  well  as  budget  authority  and  outlay 
savings  for  fiscal  year  1983  and  1984. 

During  the  consideration  of  S.   951,  a  number  of  amendments  were 
offered,  and  of  those,   six  amendments  were  adopted  which  resulted 
in  an  increase  above  the  authorization  levels  submitted  by  the 
Administration.     The  amendments  approved  by  the  Committee  totalled 
$108.9  million  above  the  request  of  the  President.     It  was  under- 
stood by  the  Committee,  however,  that  because  of  these  increases, 
the  Committee  may  have  to  meet  again  in  order  to  take  such  action 
as  may  be  necessary  to  meet  the  reconciliation  mark  of  $116 
million. 
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Pursuant  to  the  action  of  the  Committee  on  May  12,  the  Committee 
was  advised  by  the  Congressional  Budget  Office  that  if  all  the 
provisions  of  S.  951  were  submitted  to  the  Budget  Committee  for 
the  purpose  of  reconciliation  those  provisions  would  achieve 
budgetary  savings  of  $56.8  million  in  budget  authority  and  $14 
million  in  outlays  for  FY  1982.     This  meant,  however,  that  the 
Committee  was  $60  million  short  of  the  $116  million  in  savings 
contained  in  the  instruction  under  H.  Con.  Res.  115,  adopted 
May  13,  1981. 

Accordingly,  the  Committee  met  on  June  9,  1981,  to  further  consider 
S.   951  and  other  authorized  programs,  departments  and  agencies 
under  the  jurisdiction  of  the  Judiciary  Committee.  Several 
options  recommended  by  the  staff  were  given  to  the  members  for 
their  consideration.     The  presentation  of  other  options  was  invited, 
and  after  a  full  and  intense  discussion  within  the  Committee,  the 
following  consensus  option  was  adopted  by  a  vote  of  8  to  7: 

1 .  Civil  Rights  Commission 

The  U.S.  Civil  Rights  Commission  is  currently 
authorized  at  a  level  of  $12,600,000.     The  Committee 
agreed  to  reduce  that  level  by  $1  million.  The 
current  appropriated  level  is  is  $11,853,000,  thus  the 
amount  of  $10,853,000  was  authorized  in  order  to 
achieve  savings  of  $1  million. 

2.  OJARS  (Research  and  Statistics) 

The  Justice  System  Improvements  Act  of  1979  authorized 
$25,000,000  for  fiscal  years  1982  and  1983  for  both 
the  National  Institute  of  Justice  and  the  Bureau  of 
Justice  Statistics.     The  Administration  had  recommended 
a  funding  level  of  $21  million  for  both  of  these  programs. 
The  Committee,  in  adopting  an  amendment  to  reduce  the 
authorizations  for  these  programs  by  $17  million,  reduced 
the  current  authorization  to  a  level  of  $1,769,000  for 
the  National  Institute  of  Justice  and  the  Bureau  of 
Justice  Statistics  respectively  through  fiscal  year  1983. 

3.  Office  of  Juvenile  Justice  and  Delinquency  Prevention 

The  present  authorization  level  for  the  Juvenile 

Justice  program  is  $200,000,000  for  fiscal  years 

1982,  1983,  and  1984.     Under  an  amendment  adopted 

by  the  Committee  on  May  12,  1981,  offered  by  Senator 

Specter  (R-PA) ,  this  authorization  level  was  reduced 

to  a  level  of  $70,000,000.     This  reduction  of  $130,000,000, 
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if  submitted  to  the  Budget  Committee,  would 
have  resulted  in  savings  of  $46  million.  (The 
difference  between  $116  million  in  required  savings 
and  $70,000,000.) 

On  June  9,   1981,  the  Committee  in  agreeing  to  its 
consensus  amendment,  approved  a  further  reduction  in 
the  authorization  level  for  Juvenile  Justice  to 
$44,000,000  for  fiscal  year  1982.     This  reduction 
would  result,  according  to  the  Budget  Committee,  in 
savings  of  an  additional  $26  million. 

4 .     INS  Border  Patrol  and  Inspectors 

During  the  meeting  of  the  Committee  on  May  12, 
Senators  DeConcini  and  Simpson  offered  an  amendment 
to  increase  funds  for  the  INS  Border  Patrol  and  INS 
inspectors   (increase  of  $14  million  and  340  positions). 
By  virtue  of  the  amendment  adopted  June  9,  this 
amount  was  reduced  by  $6  million. 


5.     Patent  Fees 


At  the  June     9,  1981  meeting  a  proposal  was  made 
to  amend  section  41(b)  of  Title  35  U.S.C.  dealing 
with  the  payment  of  patent  fees  in  the  Office  of 
Patents  and  Trademarks.     It  was  proposed  that  an 
effective  date  of  fiscal  year  1983  be  moved  up  to 
fiscal  year  1982  in  order  to  achieve  a  revenue  gain 
of  $10  million.     This  was  agreed  to  by  the  Committee, 
but  it  was  recognized  that  a  determination  of  the 
ability  of  the  Patent  Office  to  achieve  such  increases 
in  revenues  may  need  to  be  made  in  order  for  the  Budget 
Committee  to  give  the  Committee  credit  for  these 
savings. 

Attached  to  this  letter  of  transmittal  is  the  legislative  language 
necessary  to  achieve  the  savings  outlined  above. 


Sincerely, 


Strom  Thurmond 
Chairman 


ST:jkp 
Enclosure 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  205 15 


Alice  M.  Rlvlin 
Director 


June  13,  1981 


Honorable  Strom  Thurmond 
Chairman 

Committee  on  the  Judiciary 
United  States  Senate 
2226  Dirksen  Senate  Office  Building 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the  Congres- 
sional Budget  Office  has  prepared  the  attached  estimate  of  savings  achieved  by 
the  statutory  provisions  adopted  by  the  Senate  Committee  on  the  Judiciary, 
June  9,  1981.  The  estimates  included  in  the  attached  report  represent  the 
effects  on  the  federal  budget  of  the  Committee's  legislative  proposals.  CBO 
understands  that  the  staff  of  the  Committee  on  the  Budget  will  be  responsible 
for  interpreting  how  the  savings  contained  in  the  legislative  proposals  measure 
against  the  budget  resolution  reconciliation  instructions. 

Although  the  bill  includes  only  authorizations  for  fiscal  years  1981  and  1982,  the 
estimate  includes  changes  relative  to  the  baseline  for  fiscal  years  1983  and  1984 
based  on  general  guidelines  from  the  Budget  Committee  staff. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further  details 
on  this  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:  Honorable  Joseph  R.  Biden,  Jr. 
Ranking  Minority  Member 
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SENATE  COMMITTEE  ON  THE  JUDICIARY 
ESTIMATES  FOR  RECONCILIATION 
Congressional  Budget  Office 
June  13,  1981 


1981 


1982 


1983 


1984 


(by  fiscal  years,  in  millions  of  dollars) 


AUTHORIZATIONS 


Sec.  1001(1)  —  Federal  Prison 
System  (salaries  and  expenses) 

Baseline 

Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 

Sec.  1001(2)  —  Immigration  and 
Naturalization  Service 

Baseline 

Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 


334 
323 


351 
348 


364 
361 


382 
376 

-11 
-10 


375 
374 


389 
387 


-11 
-11 


386 
385 


395 
394 


-11 
-11 


Sec.  1002  — Juvenile  Justice 

Baseline 
Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 


128 
459 


138 
263 

-72 
-7 


148 
131 


-36 


157 
146 


=29 


Sec.  1003  —  Foreign  Claims 
Settlement  Commission 

Baseline 

Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 

Sec.  1004  —  Community 
Relations  Service 

Baseline 

Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 
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1981 


1982 


1983 


1984 


(by  fiscal  years,  in  millions  of  dollars) 


Sec.  1005  —Juvenile  Justice 
Research  and  Statistics 

Baseline 
Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 

Sec.  1006  —  Commission  on 
Civil  Rights 

Baseline 
Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 

H.  DIRECT  SPENDING 

Sec.  1007  —Patents  and 
Trademark  Office 

Baseline 
Budget  Authority 
Outlays 

Changes  to  Baseline 
Budget  Authority 
Outlays 

m.  TOTAL 


19 
35 


113 
108 


21 
26 

-17 
-5 


122 
121 

-2 
-2 


125 
124 


127 
126 


Authorizations 

Changes  to  Baseline 
Budget  Authority 
Outlays 

Direct  Spending 

Changes  to  Baseline 
Budget  Authority 
Outlays 


-107 
-28 


-38 
-66 


Committee  Action 

Changes  to  Baseline 
Budget  Authority 
Outlays 


-109 
-30 


-36 
-71 


-38 
-66 


♦Less  than  $500  thousand. 
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ADDITIONAL  VIEWS 


STROM  THURMOND.  S.C..  CHAIRMAN 


CHARLES  MCC.  MATHIAS.  JR..  MD.    JOSEPH  R.  BIDEN.  JR..  DEL. 

PAUL  LAXALT.  NEV.  EDWARD  M.  KENNEDY.  MASS. 

ORRIN  O.  HATCH,  UTAH  ROBERT  C.  BYRD,  W.  VA. 

ROBERT  DOLE,  KANS.  HOWARD  M.  METZENBAUM.  OHIO 

ALAN  K.  SIMPSON,  WYO.  DENNIS  DECONCINI.  ARIZ. 

JOHN  EAST.  N.C.  PATRICK  J.  LEAHY.  VT. 

CHARLES  E.  GRASSLEY,  IOWA  MAX  BAUCUS,  MONT. 

JEREMIAH  DENTON,  ALA.  HOWELL  HEFLIN.  ALA. 
ARLEN  SPECTER.  PA. 


QiCruteb     idles  J&enaie 


COMMITTEE  ON  THE  JUDICIARY 


EMORY  SNEEDEN. 
QUEMTIN  CMMMEUN,  . 


,  CHIEF  COUNSEL 
JR.,  STAFF  DIRECTOR 


Washington,  D.c.  20510 


June  15,  1981 


The  Honorable  Strom  Thurmond 
Chai  rman 

Senate  Judiciary  Committee 
2228  Dirksen  Senate  Building 
Washington,  D.  C.  20510 

Dear  Mr.  Chairman: 

I  respectfully  object  to  the  reconciliation  language 
and  cover  letter  you  forwarded  to  Senator  Domenici  on 
June  11  ,  1981 . 

Our  objection  relates  to  the  issue  included  under 
Title  1 0 . . Commi ttee  on;  the  Judi c iary . . Sec . 1 006 ,  concerning 
the  Civil  Rights  Commission.     The  amendment  language  in- 
correctly addresses  a  $1  million  cut  from  the  appropriated 
level  for  Fiscal  Year  1981.     This  was  not  the  action  agreed 
upon  by  the  Judiciary  Committee  on  June  9th,  1981. 

Section  1006  reads  as  follows  in  your  June  11th  letter 
of  transmi  ttal  . 


In  reviewing  both  the  background  material  provided  by 
your  staff  and  the  transcript  of  the  Executive  meeting,  at 
no  time  were  budget  cuts  for  Fiscal  Year  1981  considered. 
The  background  material  which  presented  four  separate  op- 
tions all   included  budget  cuts  for  the  Civil  Rights  Com- 
mission in  Fiscal  Year  1982. 

The  transcript  from  the  Executive  meeting  also  clearly 
shows  that  the  $1  million  dollar  budget  cut  to  the  Civil 
Rights  Commission  was  to  have  been  made  in  Fiscal  Year  1982 


Section  106  of  the  Civil  Rights  Act  of  1957 

(42  U.S.C.  1975e)  is  amended  by  striking 

out  '$12,600,000'  and  inserting  in  lieu 
thereof  '$10,853,000'. 
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and  from  a  total  figure  of  $13  million,  not  $11,853,000 
as  indicated  in  your  transmittal  letter  to  the  Budget 
Committee,   (see  attached  transcript,  pages  87-91) 

In  light  of  this  action,  I  believe  that  the  represen- 
tation of  this  budget  cut  to  the  Civil  Rights  Commission  is 
contrary  to  the  actions  taken  by  the  Judiciary  Committee, 
and  therefore,  subject  to  a  point  of  order  when  the 
authorization  bill,  S.951,  goes  to  the  floor. 


Attachment 


0- 


noward  M.  Metzenbaum 
U.S.  Senator 
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The  Chairman.     What  is  your  proposition?  X 
Senator  Hatcn.     I  would  cut  $£  million  -from  Civil  \ 
Rights,  517  million  from  OJRAS,  S25  million  from  Juvenile 
Justice,  $6  million  from  Border  Patrol,  and  $10  million 
from  patents.     In  that  way  we  hit  every  one  of  them.  That 

still  leaves  $11  million  in  churning  out  reports  -from  the 

/ 

Civil  Rights  Commission.  ( 
The  Chairman.     Repeat  that. 

Senator  Hatch.     I  suggest  cutting  $2  million  from 
Civil  Rights,  $17  million  from  OJRAS,  $25  million  from 
Juvenile  Justice,  $€■  million  from  Border  Patrol,  and  $10 
million  from  patents.     In  that  way  we  hit  every  one  of 
them.     That  leaves  $11  million  in  churning  out  reports 
from  the  Civil  Rights  Commission. 

The  Chairman.     How  much  is  Border  Patrol? 

Senator  Hatch.     Six  million  dollars.     Patents  is  $10 
million. 

Senator-  Grassley.     That  still  gives  the  Civil  Rights 
Commission  enough  money.     That  leaves  $11  million  in  Civil 
Rights.     Why  should  they  be  sacrosanct  when  we  have 
problems   in  these  other  programs? 

Senator  Mathias.  By  quick  arithmetic  that  would  mean 
some  15  to  18  percent  cut  in  Civil  Rights. 

Senator  Hatch.     What  was  the  authorization  last  year? 

The  Chairman.     This   is  an  increase  from  last  year 
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1  Senator  Hatch.     It  would  be  SI  .€  million  less  -for  a 

2  commission  which  has  existed  for  jz  year'  which  has  covered 

3  the  whole  civil  rights  movement  from  stem  to  stern.  They 

4  still  have  Sll  million. 

5  The  Chairman.     Patents  S10  million,  Civil  Rights  S2 

€.  million,  OJRAS  S17  million,  Juvenile  Justice  S25  million, 

7  Border  Patrol  S€  million. 

S  Senator  Hatch.     That  is  right.     You  are  correct;  it 

9  would  cut  front  last  year's  author i zation-- 

10  Senator  hathias.     I  do  not  think  we  can  move  on  and 

11  let  stand  without  any  challenge  the  idea  the  Civil  Rights 

12  Commission  only  churns  out  reports.     When  I  think  of  the 

13  work  of  Father  Hesburgh,   for  example,  as  the  distinguished 

14  chairman  of  that  Commission,  the  work  of  Dr.  Flemming  as 

15  the  distinguished  chairman  of  that  Commission,  and  I  can 

16  name  others,  and  the  substantive  work  of  the  Commission,  I 

17  think  we  have  to  have  this  committee  of  all  the  committees 

18  in  the  Congress  standing  up  and  saying  they  do  substantive 
13  work  and  not  merely  just  churn  out  reports. 

SO  Senator  Hatch.     By  substantive  I  meant  they  are  not  a 

21  legislating  group.     They  do  not  create  law  enforcement. 

22  They  do  not  do  what  these  other  agencies  do  which  we  are 

23  so  willing  vto  cut. 

24  .  Senator  DeConcini.     I  wonder  whether  the  Senator  from 

25  Maryland  would  consider  our  adding  another  SI  million  to 
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the  proposal  of  the  Senator  from  Utah,  Border  Patrol,  so 
that  became  $7  million,  and  then  reduce  where  the  Civil 
Rights  reduction  would  be  only  SI  million. 

The  Chairman.     Increase  Border  Patrol  SI  million? 

Senator  DeConcini.     I  am  just  asking  the  question.  I 
am  asking  the  Senator  from  Maryland. 

Senator  Mathias.  Reduce  the  Civil  Rights  Commission 
by  SI  million,  OJRAS  by  S7  million,  Juvenile  Justice  S26 
million,  Border  Patrol  S6  million,  and  patents  S10  million. 

Senator  DeConcini.     On  Border  Patrol  I  was  willing  to 
go  to  S7  million. 

Senator  Hatch.     I  was  concerned  about  our  friend  from 
Wyoming  who  had  to  leave  for  New  York.     His  proxy  is 
here.     We  can  get  a  better  consensus  if  you  would  permit 
that. 

Senator  Mathias.      Is  that  S60  million? 
The  Chairman.  Yes. 

Senator  Hatch.     If  we  can  agree  on  that,   that  would 
solve  the  problem  and  everybody  will  have  contributed  his 
share,  although  I  think  patents  more  than  it  should. 

Senator  Mathias.  When  you  look  at  percentages  of  cuts 
everybody  is  cut  hard. 

Senator  Hatch.     Except  the  Civil  Rights  Commission. 

Senater  Mathias.  If  you  made  Border  Patrol  S7  million 
yj>u  would  not  have  to  cut  the  Civil  Rights  Commission.  - 
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Senator  Hatch.     The  Civil  Rights  Commission  has 
$11, 853,000,   in  1985  projected  just  a  little,  more.     We  are 
talking  about  giving  them  $12  million, 

\        Senator  Mathias.     Take  10  percent  off  for  inflation. 

Senator  Hatch.     Compare  that  with  what  these  others 
are  supposed  to  do.     They  are  law  enforcement. 

Senator  Mathias.     Is  not  civil  rights  enforcement? 

Senator  Hatch.     Not  in  that  Commission.     The  Justice 
Department   is   law  enforcement.     This  puts  pressure  on 
them,   too.      It  would  be  pennywise  and  pound  foolish. 
Whether  or  not  we  like   it,   they  churn  out  reports.  They 
may  be  wonderful  reports,   but  that  is  all  they  do. 

It   is  about  time  we  stopped  worrying  about  these 
programs.      It  puts  pressure  on  the  whole  civil  rights 
battle   in  America  and  the  Justice  Department  to  worry  so 
much  about  the  Commission,  which  in  fact  has  operated  and 
churned  out  reports  on  almost  every  item  on  civil  rights 
that  could  be  churned  out  over  the  year.     How  much  more 
will  we  spend  when  we  have  to  make  cuts   in  important  law 
enforcement  agencies? 

Senator  Mathias.     Their  duty. is  oversight. 

Senator  Hatch.     They  don't  oversee  anything.     All  they 
do  is  to  make  their  own  analysis  of  what  they  think  civil 
rights   issues  are.     They  have  come  out  of  our  ears  with 
the  same  reports. 


843 

They  have  done  good  work,     j  am  not  criticizing. 
Compared  to  the  rest  of  this,    if  anything  should  be  cut- 
Senator   DeConcini.     I-f  the  Sena±or  win  yiel{j> 
Senator  Mathias.     We  are  vepy  close> 

Senator  DeConcini.  I  have  leaned  towap<J  not  cutting 
Civil  Rights.  I  would  support  Senator  Mathias'  approach 
and  take  it  out  of  Border  Patrol 

However,    if  Senator  Simpson  is  stuck  with  ±hU 
position,    I  would  implore  Senator  Mathias  to  take  this 
particular   option,  and  maybe  it  will  pass,   but  it  seems  to 
me  to  be  a  very  reasonable  approach.     Civil  Rights  is 
escaping  with  less  fhm  *_U^percent  reduction 

Senator  Hatch.     That  is  acceptable  to  me.     I  think  it 
would  be  a  good  consensus  approach  and  reasonable.  It 
keeps  the  Commission  going. 

Frankly,   you  have  the  Civil  Rights  Division,  OFCCP, 

HHS  Civil  Rights  Division,  DOE  Civil  Rights  Division. 

This  SI  million,   if  it  will  brino  * 

Dring  a  consensus,   is  not  very 

much  to  ask  for. 

The  Chairman.     This  consensus  has  been  suggested. 
Senator^Mathias  has  been  working   it  out-patents  S10 
million^,  Civil  Rights  $1  million,  OjRAS  S17  willionf 
Juvenile  Justice  S2£  million,  Border  Patrol  S£  million. 

Senator  DeConcini? 

Senator  DeConcini.     For  one  of  the  options  to  be 
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COMMITTEE  ON  LABOR  AND 
HUMAN  RESOURCES 
WASHINGTON.  D  C.  20510 


June  12,  1981 


The  Honorable  Pete  V.  Dornenici 
Chairman,  Committee  on  the  Budget 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Mr.  Chairman : 

Pursuant  to  Title  III  Part  A,  Section  301  (11) (A)  and  (11)  (B) 
of  the  Conference  Agreement  on  the  First  Concurrent  Resolution  on  the 
Budget  for  Fiscal  Year  1982  (H.  Con.  Res.  115),  a  complete  package 
of  proposed  legislative  changes  is  enclosed  for  achieving  the  requi- 
site savings. 

This  package  includes:  (1)  the  legislative  language  to  effect 
the  reductions  and  (2)  the  accompanying  report  language.    The  en- 
closed summary  savings  tables  show  that  the  committee  has  reported 
out  the  following  proposed  reductions  in  budget  authority  and  outlays: 


AUTHORIZATION  REDUCTIONS 
(Amounts  in  Millions  of  Dollars) 

FY  1981               FY  1982  FY  1983 

BA                      BA  BA 

Required                            -2,389.0             -10,492.0  -12,539.0 

Actual                               -2,595.3             -10,622.1  -12,857.1 


Difference  -    206.3  -      130.1  -  318.1 

(+/-) 


(845) 
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ENTITLEMENTS  REDUCTIONS 


(Amounts 

in  Millions  of  Dollars) 

FY 

1981 

FY 

1982 

FY  1983 

BA 

OL 

BA 

OL 

BA  OL 

Requi  red 

-39 

-49 

-596 

-575 

-1,481  -1,395 

Actual 

-202 

-50 

-614 

-876 

-1,174  -1,170 

Difference 
(+/-) 

-163 

-  1 

-  18 

-301 

+    307  +  225 

The  Guaranteed  Student  Loan  Program  accounts  for  the  shortage  of  $307 
million  and  $225  million  in  required  entitlement  budget  authority  and 
outlays  savings  in  fiscal  year  1983. 

In  all  other  respects  the  committee's  reductions  in  its  authoriza- 
tions and  its  entitlements  more  than  meet  the  required  levels. 

Since  reconciliation  was  never  intended  to  force  precipitous 
reauthorizations  simply  to  achieve  outyear  savings,  your  committee  has 
instructed  us  that  an  alternative  will  suffice:  A  declaration  of  intent 
that  when  reauthorizations  actually  come  up  they  will  be  set  at  levels 
fully  consistent  with  the  reconciliation  marks  for  the  outyears.  I 
hereby  declare  that  this  is  fully  the  intention  of  the  committee  --  to 
reauthorize  programs  in  subsequent  years  at  levels  fully  consistent  with 
the  reconciliation  marks  for  the  outyears. 

The  reconciliation  process  has  initiated  a  significant  turning 
point  in  the  history  of  this  committee  --  by  a  vote  of  15  to  1,  the 
committee  has  proposed  legislative  changes  to  capture  $  2.8  billion 
savings  in  fiscal  year  1981,  $11.2  billion  savings  in  fiscal  year  1982, 
and  $14.0  billion  savings  in  fiscal  year  1983.    These  are  reductions 
from  current  policy  levels  of  5.6  percent,  21,1  percent,  and  24.5  per- 
cent in  fiscal  years  1981,  1982,  and  1983  respectively. 
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The  committee  looks  upon  these  reductions  as  a  necessary  step 
in  greater  efficiences  and  restructuring  of  programs  in  order  to 
deliver  truly  requisite  government  services.    In  the  committee's 
judgment  these  reductions  are  wholly  consistent  with  the  interests 
of  the  truly  needy  and  represent  no  sacrifice  of  essential  services. 


With 


st  personal  regards, 


Orrin  G.  Hatch 
Chai  rman 


0GH:plc 


79-757  0  - 


81 


-  54 
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Committee  on  Labor  and  Human  Resources 


Short  Explanation 


In  accordance  with  the     reconciliation  requirements 
of  the  Conference  Agreement   (H.   Con. Res.   115)    the  Committee 
on  Labor  and  Human  Resources  has  reported  out  appropriate 
legislative  proposals.  These  proposals  are  covered  below 
in  the  same  order  that  they  appear  in  Title  XI  of  the 
Senate  Omnibus  Reconciliation  Bill   (S._  ) : 

Part  A — Health  Reconciliation  Provisions  (including 
Alcoholism  and  Drug  Abuse  Reconciliation 
Provisions) 

Part  B — Education  Reconciliation  Provisions 

Part  C — Elementary  and  Secondary  Education  Block  Grant 

Part  D — Aging,  Family  and  Human  Services  Reconciliation 

Part  E — Labor  Amendments  for  Reconciliation 

Part  F--Employment  and  Productivity  Reconciliation 
Amendments 

Part  G — Rehabilitiation  Services  and  Education  of  the 
Handicapped  Reconciliation  Amendments 

First,  reductions  across-the-board  for  all  the  programs 
being  reconciled  are  summarized  in  full  Committee  tables. 
Then,  corresponding  to  each  of  the  Parts  of  Title  XI  of  the 
Omnibus  reconciliation  bill,   summary  tables  are  provided  below 
with  corresponding  justifications  for  the  savings  proposed. 
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ESTIMATE  OF  COST  SAVINGS 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rivlin 
Director 


June  15,  1981 


The  Honorable  Orrin  G.  Hatch 
Chairman 

Committee  on  Labor  and  Human  Resources 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  cost  estimates  for 
Title  XI,  the  Omnibus  Labor  and  Human  Resources  Reconciliation 
Provisions. 

The  estimates  included  in  the  attached  report  represent  the  1981- 
1984  effects  on  the  federal  budget  of  the  Committee's  legislative  proposals. 
CBO  understands  that  the  staff  of  the  Committee  on  the  Budget  will  be 
responsible  for  interpreting  how  the  savings  contained  in  these  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimates. 


Sincerely, 


cc: 


The  Honorable  Edward  M.  Kennedy 
Ranking  Minority  Member 
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FULL  COMMITTEE (HEALTH) 

RECONCILIATION  SUMMARY 
HEALTH  ANO  PREVENTIVE  SERVICES 

FY  1981 
(Dollars  in  Millions) 


Subcommittee 
Programs 
Affecting 
Reconciliation 


Authori  tv) 


Current 
Policy 
(Budget 


L&HR 

Authorization 
Level  


Authorizations 
Reductions 
From  Current 
Policy 


Health  Planning 


155.0 


131.0 


-24.0 


National 
Science 
Foundation 


1077.9 


994.9 


-83.0 


Totals 


1232,9 


1125.9 


—107.0 
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J?^£5£~TfofE~U~NDERSCORED  REVISIONS 
AND  ADDITIONAL  PAGES ....  — " 


RECONCILIATION  SUMMARY 
Health  and  Scientific  Research 


FY  1982 
(Dollars  in  millions) 


Subcommittee 
Programs 
Affecting 
Reconcil iation 

Health  Services 
Administration 

Center  for 
Disease  Control 

Saint  Elizabeth 
Hospital 

Health  Resources 
Administration 

Office  of 

Assistant  Secretary 
of  Health 

National  Institutes 
of  Health 

Food  and  Drug 
Administration 

Mental  Health 

National  Science 
Foundation 

Health  Services 
Block  Grant 

Preventive  Health 
Block  Grant 


Current 
Pol  icy 
(Budget 
Authority) 


78.4-. 
355.2 
104.3 
704. 

304.1 

3812.1 

348.8 
696.5 

1132.1 
0 


L&HR 

Authorization 
Level 


170.2 
201.1 

98.9 
268.3 

304.2 

3762.3 

336. 
234.8 

1044.5 


(850.0) 
•205.5  644.5 

224.0 


Authorizations 
Reducti  ons 
From  Current 
Pol  icy  


613.8 
-154.1 

-5.4 
-435.6 

+.1 

-49.8 

-12.8 
_-461  J 

-87.6 

+644.5* 

+224 . 0** 


Totals 


,8241.1 


7288.8 


952.3- 


861 


1983  HEALTH  RECONCILIATION  PROVISIONS 
(in  millions) 


Program 


Reauthorization 
Level s 


Reductions 


Health  Planning,  Health 
Facilities,  and  Health  Professions 

and  Nurse  Training  176.7 

Health  Services  Administration  259.6 

National  Institutes  of  Health  3,950.4 

Mental  Health  244.4 

Centers  for  Disease  Control  211.1 

Office  of  the  Assistant  Secretary 
for  Health  319.4 

St.  Elizabeth's  Hospital  103.8 

Food  and  Drug  Administration  352.8 

Adolescent  Family  Life  and 
Pregnancy  Care  Programs  30.0 

National  Science  Foundation  1,180. 

Preventive  Health  Block  Grant  194. 

Health  Services  Block  Grant  850. 

Alcohol  and  Drug  Abuse  Programs 

Other  Alcohol  and  Drug  Abuse  Programs  Expiring 

TOTAL  7800.3 

*CB0  computed. 


-O- 

(in  block  grant] 


-579.3 
-761 .8 
-71.6 
-475.5 
-159.4 

-  2.7 

-  2.0 

-  5.3 

+  30. 

-90.3 

+194. 

+850. 

-348.9 

-  5.* 


■1  ,427.8 


RECONCILIATION  SUMMARY 
Health  and  Preventive  Services 
FY  82 

(Dollars  in  Millions) 


Subcommittee 
Programs 
Affecting 
Reconciliation 

Merchant  Seamen 
Entitlement 


Current  . 
Policy 
(Buaget 
Authority) 


L&HR 

Authorization 
Level   


The  CBO  cost  estimate  has 
not  yet  been  received  but 
the  reductions  are  estimated 
according  to  the  Administration's 
estimation. 


Authorizations 
Reductions 
From  Current 
Policy  


-92.0 


Total  Subcommittee  Authorization  Reductions  Above/Below  Required 


-92.0 
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Justification— Health  Block  Grants  and  Other  Health 

Programs 

The  Committee  on  Labor  and  Human  Resources,  as  part  of  the 
reconciliation  process,  and  in  addition  to  other  required  legislative 
changes,  has  passed  amended  versions  of  S.  1027,  S.  1028,  and  S. 
1287,  initially  introduced  by  Senator  Hatch.  In  lieu  of  a  Committee 
report,  the  Committee  provides  the  following  justification  and  ex- 
planation for  its  actions  with  regard  to  these  bills  and  other  legisla- 
tive and  authorizing  language  contained  in  its  reconciliation  pack- 
age and  dealing  with  health. 

I.  Background 

A.  HEALTH  SERVICES  BLOCK  GRANT 

The  Committee  bill  (an  amended  version  of  S.  1027  and  similar  to 
the  Administration's  bill,  S.  1286)  would  consolidate  certain  cate- 
gorical grant  programs  into  a  Health  Services  Block  Grant  Author- 
ity. These  programs  and  the  citations  for  their  authorities  are 
listed  below: 


Primary  health  care  centers  

Migrant  health  

Primary  health  care  research  and  dem- 
onstration projects. 

Home  health  services  

Emergency  medical  services  

Alcohol  abuse  and  alcoholism  services  


Drug  abuse  services 


Mental  health  services. 


Black  lung  services 


Sec.  328,  330,  and  340A,  PHS  Act. 
Sec.  329,  PHS  Act. 
Sec.  340,  PHS  Act. 

Sec.  339,  PHS  Act. 

Sec.  1202,  1203,  1204,  PHS  Act. 

Sec.  302,  310,  and  311,  Comprehensive 
Alcohol  Abuse  and  Alcoholism  Preven- 
tion, Treatment,  and  Rehabilitation 
Act,  as  amended. 

Sec.  409,  410,  Drug  Abuse  Prevention, 
Treatment,  and  Rehabilitation  Act,  as 
amended. 

Sec.  202,  203,  204,  211,  Community 
Mental  Health  Centers  Act,  as  amend- 
ed. 

Sec.  427(a),  Federal  Mine  Safety  and 
Health  Act  of  1977. 


A  brief  description  of  the  major  program  activities  authorized 
under  these  authorities  proposed  to  be  consolidated  under  the  Com- 
mittee bill  follows: 

Primary  health  care  centers 

Hospital-affiliated  primary  care  centers. — Section  328  of  the  PHS 
Act  authorizes  the  Secretary  to  make  grants  to  community  hospi- 
tals to  support  demonstration  projects  for  hospital-affiliated  pri- 
mary care  centers.  Centers  must  be  distinct  administrative  units  of 
community  hospitals,  located  in,  or  adjacent  to,  the  hospitals,  with 
their  own  governing  boards.  Grants  are  provided  for  the  support, 
planning,  development  acquisition,  modernization,  and  operation  of 
these  centers. 

Community  health  centers. — Section  330  authorizes  the  Secretary 
to  make  grants  to  public  and  nonprofit  private  entities  to  assist  in 
providing  medical  care  services  through  community  health  centers 
to  individuals  in  urban  or  rural  areas  which  have  shortages  of 
personal  health  services,  or  to  specific  populations  with  shortages 
of  such  services.  Services  provided  by  centers  include  primary 
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health,  supplemental  health,  referral,  environmental  health,  and 
information  and  educational  services.  Grants  to  entities  providing 
community  health  center  services  may  be  used  to  plan,  develop, 
and  operate  such  centers.  The  Secretary  may  also  make  technical 
grants  to  enable  community  health  centers  to  provide  services  on  a 
prepaid  basis. 

Technical  assistance  demonstration  grants  and  contracts. — Sec- 
tion 340A  authorizes  the  Secretary  to  make  grants  to,  and  enter 
into  contracts  with,  public  and  private  entities  to  assist  in  meeting 
their  costs  of  providing  technical  assistance  to  entities  engaged  in 
the  planning,  development,  or  operation  of  migrant  health  centers, 
or  any  other  centers  for  the  delivery  of  primary  health  care. 

Migrant  health 

Section  329  authorizes  the  Secretary  to  make  grants  to  public 
and  nonprofit  private  entities  for  migrant  health  centers  projects. 
Grants  may  be  made  for  planning,  developing,  and  operating  mi- 
grant health  centers.  Migrant  health  centers  provide  health  care 
services  to  migratory  and  seasonal  agricultural  workers  and  mem- 
bers of  their  families  in  high  impact  areas  (areas  in  which  there 
are  not  less  than  4,000  agricultural  workers  and  members  of  their 
families  for  at  least  two  months  in  any  calendar  year).  Depending 
on  the  medical  need  of  the  agricultural  workers  in  the  high  impact 
area,  migrant  health  centers  provide  primary  health  services,  sup- 
plemental health  services,  referral  services,  environmental  health 
services,  infection  and  parasitic  screening  and  control  services,  ac- 
cident prevention  services,  and  informational  and  educational  serv- 
ices relating  to  proper  health  care.  In  addition,  the  Secretary  may 
enter  into  contracts  with  private  and  non-profit  private  entities  to 
assist  the  States  in  implementing  and  enforcing  certain  environ- 
mental health  standards '  such  as  sanitation  standards  in  migrant 
labor  camps  and  Federal  and  State  pesticide  control  standards. 

Primary  health  care  research  and  demonstration  projects 

Section  340  authorizes  the  Secretary  to  make  grants  to  and  enter 
contracts  with  public  and  private  entities  to  demonstrate  new  and 
innovative  methods  for  providing  primary  health  care  services.  In 
addition,  grants  may  be  made  and  contracts  entered  for  research- 
ing such  methods. 

Home  health  services 

Section  339  authorizes  demonstration  grants  to  public  and  non- 
profit private  entities  to  meet  initial  costs  of  establishing  and  oper- 
ating new  home  health  agencies,  or  expanding  existing  agencies  in 
areas  where  there  are  shortages  of  home  health  services.  Demon- 
strations must  be  conducted,  if  practical,  in  rural  and  urban  areas, 
in  sparsely  and  densely  populated  areas,  and  in  areas  with  inad- 
equate transportation.  Preference  in  grant  awards  is  given  to  agen- 
cies providing  home  health  services  in  areas  with  high  percentages 
of  elderly,  medically  indigent,  or  both.  Demonstration  grants  and 
contracts  are  also  authorized  for  public  and  nonprofit  private  enti- 
ties to  train  professional  and  paraprofessional  home  health  person- 
nel. 
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Emergency  medical  services 

Part  A  of  Title  XII  authorizes  a  program  of  grants  and  contracts 
to  support  the  development  of  a  nationwide  network  of  self-sup- 
porting regional  emergency  medical  service  systems.  Grants  and 
contracts  are  awarded  to  eligible  entities  such  as  States,  local 
governments,  regional  consortia,  and  nonprofit  organizations,  for  a 
succession  of  three  types  of  activities  in  the  development  of  emer- 
gency medical  services  systems:  (1)  the  conduct  of  feasibility  studies 
and  planning  (sec.  1202);  (2)  establishment  and  initial  operations 
(sec.  1203);  and  (3)  expansion  and  improvement  (sec.  1204). 

Alcohol  abuse  and  alcoholism  services 

The  Comprehensive  Alcohol  Abuse  and  Alcoholism  Prevention, 
Treatment,  and  Rehabilitation  Act  of  1970  established  the  National 
Institute  on  Alcohol  Abuse  and  Alcoholism  (NIAAA),  which  is  re- 
sponsible for  administering  programs  for  prevention,  treatment, 
rehabilitation,  and  research  of  alcoholism  and  alcohol  abuse.  Two 
such  programs  are:  (1)  formula  grants  to  States  for  planning,  estab- 
lishing, maintaining,  coordinating,  and  evaluating  alcohol  abuse 
and  alcoholism  prevention,  treatment,  and  rehabilitation  projects; 
and  (2)  project  grants  to  public  or  nonprofit  private  entities  for 
treatment  services,  education,  training,  counseling  services,  evalua- 
tion projects,  and  demonstration  projects.  Emphasis  in  recent  years 
has  been  on  reaching  underserved  population  such  as  minorities, 
native  Americans,  youth,  elderly,  handicapped,  women,  families  of 
alcoholics,  and  victims  of  alcohol-related  domestic  violence.  Project 
grants  to  States  may  be  made  to  assist  each  State  in  implementing 
the  Uniform  Alcoholism  and  Intoxication  Treatment  Act.  Research 
grants  are  made  for  studies  on  topics  such  as  prevention,  treat- 
ment, consequences  (mental,  physical,  social,  and  economic),  and 
effect  on  families. 

Drug  abuse  services 

The  Drug  Abuse  Office  and  Treatment  Act  of  1972  authorized 
the  National  Institute  on  Drug  Abuse  (NIDA)  to  administer  a 
number  of  programs  designed  to  prevent  drug  abuse  and  drug 
dependency.  These  programs  include  funding  for  prevention  and 
treatment  services,  training  for  delivery  of  such  services,  and  tech- 
nical assistance.  Two  types  of  grant  authority  exist:  formula  grants 
to  States  for  planning  and  administration  costs  related  to  imple- 
menting plans  for  more  effective  drug  abuse  functions,  and  project 
grants  and  contracts  to  public  and  nonprofit  private  organizations 
for  drug  abuse  prevention  and  treatment  services  at  the  communi- 
ty level. 

Mental  health  services 

Section  202  of  the  Community  Mental  Health  Centers  Act  au- 
thorizes the  Secretary  to  make  grants  to  public  and  nonprofit 
private  entities  to  carry  out  projects  to  plan  community  mental 
health  center  programs.  Section  203  authorizes  grants  to  public 
and  nonprofit  private  community  mental  health  centers,  and  to 
any  public  or  nonprofit  private  entity  which  is  providing  mental 
health  services  and  meets  certain  requirements  to  assist  them  in 
meeting  their  costs  of  operation  (other  than  construction  costs). 
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These  grants  may  be  made  for  a  grantee's  costs  of  operation  only 
during  the  first  8  years  after  its  establishment.  Section  204  author- 
izes the  Secretary  to  make  annual  grants  to  community  mental 
health  centers  for  the  costs  of  providing  certain  consultation  and 
education  services.  Section  211  authorizes  financial  distress  grants 
for  the  operation  of  any  community  mental  health  center  which 
has  completed  its  term  of  eligibility  for  grants  under  section  203 
and  would  have  to  reduce  significantly  the  types  or  quality  of 
services  provided  without  such  a  grant. 

Black  lung  clinics 

Section  427(a)  of  the  Federal  Mine  Safety  and  Health  Act  author- 
izes the  Secretary  to  enter  into  contracts  or  make  grants  for  the 
support  of  clinical  facilities  for  the  analysis,  examination,  and 
treatment  of  respiratory  and  pulmonary  impairments  in  active  and 
inactive  coal  miners. 


The  Committee  bill  (an  amended  version  of  S.  1028  and  similar  to 
the  Administration's  bill,  S.  1283)  would  consolidate  eight  categori- 
cal programs  into  a  Preventive  Health  Services  Block  Grant  au- 
thority. These  programs  and  the  citations  for  their  authorities  are 
listed  below: 

Health  incentive  grants   Sec.  314(d),  PHS  Act. 


A  brief  description  of  the  major  program  activities  authorized 
under  these  authorities  proposed  to  be  consolidated  under  the  Com- 
mittee bill  follows: 

Health  incentive  grants 

Section  314(d)  of  the  PHS  Act  authorizes  Health  Incentive 
Grants  to  State  health  authorities  to  supplement  State  and  local 
spending  for  prevention  and  health  programs.  Funds  are  awarded 
as  block  grants  for  such  purposes  as  tuberculosis  control;  maintain- 
ing public  health  services  at  the  community  level;  reduction  of 
radiation  exposure;  and  control  of  disease  outbreaks. 

Hypertension  control 

Section  317(a)(1)  of  the  PHS  Act  authorizes  the  Secretary  to 
make  grants  to  State  health  authorities  for  establishing  and  main- 
taining programs  to  detect,  diagnose,  and  prevent  hypertension. 
Funds  may  also  be  used  to  refer  for  treatment  and  follow-up  serv- 
ice those  who  may  be  suffering  from  hypertension. 

Rodent  control  and  school-based  fluoridation 

Section  317(a)(2)  authorizes  the  Secretary  to  make  grants  to 
States,  political  subdivisions  of  States,  and  other  public  entities  to 
assist  them  in  defraying  the  costs  of  establishing  and  maintaining 
other  preventive  health  programs.  Grants  for  the  following  preven- 


B.  PREVENTIVE  HEALTH  SERVICES  BLOCK  GRANT 


Hypertension  control  

Rodent  control  

School-based  fluoridation  

Venereal  disease  control  

Family  planning  services  

Health  education /risk  reduction 
Adolescent  pregnancy  services.... 


Sec.  314(a)(1)  and  317(j)(3),  PHS  Act. 
Sec.  317(a)(2)  and  317(j)(2),  PHS  Act. 
Sec.  314(a)(2)  and  317(j)(4),  PHS  Act. 
Sec.  318,  PHS  Act. 


Title  X,  PHS  Act. 


Sees.  401  and  402,  Public  Law  95-626 
Title  VI,  Public  Law  95-626. 
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tive  health  programs  are  specifically  authorized:  immunization  of 
children  against  immunizable  diseases  (such  as  measles  and  ru- 
bella); control  of  rodents;  and  community  and  school-based  fluorida- 
tion programs. 

Venereal  disease  control 

Section  318  authorizes  the  Secretary  to  provide  technical  assist- 
ance to  institutions  and  other  public  and  nonprofit  private  entities 
for  their  research,  training,  and  public  health  programs;  make 
grants  to  States,  political  subdivisions  of  States,  and  any  other 
public  or  nonprofit  private  entity  for  research,  demonstration,  and 
public  information  and  education  projects;  and  make  project  grants 
to  States  and  political  subdivisions  of  States  generally  for  the  pre- 
vention and  control  of  venereal  disease.  Project  grant  funds  may  be 
used  for  reporting,  screening,  diagnosis  and  follow-up  diagnostic 
testing  of  venereal  disease;  venereal  disease  tracking;  follow-up 
activities;  education  and  training  activities;  and  special  studies  or 
demonstrations  to  evaluate  or  test  various  prevention  and  control 
techniques. 

Family  planning  services 

Title  X  authorizes  project  grants  and  contracts  to  public  and 
nonprofit  private  entities  for  (1)  establishing  and  operating  volun- 
tary family  planning  projects,  (2)  training  family  planning  person- 
nel, (3)  family  planning  research  and  research  training,  and  (4) 
developing  and  making  available  family  planning  information  and 
education.  Services  provided  under  family  planning  projects  in- 
clude medical  examinations,  counseling,  pregnancy  tests,  informa- 
tion and  education  activities,  and  birth  control  and  infertility  serv- 
ices. 

Health  education/risk  reduction 

Section  401  of  the  Health  Services  and  Centers  Amendments  of 
1978  (Public  Law  95-626)  authorizes  grants  or  contracts  to  support 
five  intensive  and  comprehensive  community-based  programs  in 
both  rural  and  urban  areas  for  the  purpose  of  demonstrating  and 
evaluating  optimal  methods  for  organizing  and  delivering  compre- 
hensive preventive  health  services  to  defined  populations. 

Section  402  of  Public  Law  95-626  directs  the  Secretary  to  estab- 
lish a  comprehensive  program  disigned  to  assist  States  and  their 
political  subdivisions  in  deterring  smoking  and  the  use  of  alcoholic 
beverages  among  children  and  adolescents.  Grants  to  States  may 
be  used  for  the  costs  of  demonstrations  and  evaluations  of  commu- 
nity or  school-based  prevention  programs.  Grants  may  also  be 
made  to  public  or  nonprofit  private  entities  to  conduct  research  on 
biological  and  behavioral  aspects  of  smoking  and  drinking  of  alco- 
holic beverages. 

Adolescent  pregnancy  services 

Title  VI  of  the  Health  Services  and  Centers  Amendments  of  1978 
authorizes  grants  to  public  and  nonprofit  private  entities  for  serv- 
ices to  pregnant  adolescents  and  adolescent  parents.  Grant  recipi- 
ents must  provide  certain  "core  services"  which  include  family 
planning  services,  pregnancy  testing,  family  life  and  sex  education 
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services,  referrals  for  venereal  disease  screening  and  treatment, 
pediatric  care,  educational  and  vocational  services,  and  adoption 
services.  Supplemental  services  such  as  child  care,  transportation, 
consumer  education,  and  counseling  for  family  members  may  also 
be  provided.  In  addition,  grant  recipients  are  expected  to  coordi- 
nate other  services  in  the  community  that  could  assist  adolescents 
with  the  above  "core  services." 

II.  Committee  Views 

A.  GENERAL 

The  availability  of  basic  health  care  to  the  American  people,  and 
the  quality  of  that  care,  are  of  major  concern  of  this  Committee. 
Legislation  initiated  or  considered  by  the  Committee  has  been  re- 
sponsible for  many  of  the  developments  in  the  health  service  and 
preventive  health  areas  in  the  past  30  years.  Those  are  the  years 
that  have  seen  Federal  health  expenditures  grow  from  less  than  1 
percent  to  10  percent  of  the  total  Federal  budget. 

The  categorical  grant  programs  established  during  this  period 
addressed  many  of  the  perceived  shortcomings  of  private  and 
State/ local  government  systems  of  health  care,  both  in  regard  to 
underserved  population  groups  and  to  specific  health  concerns. 
Frequently  it  was  argued  that  these  shortcomings  could  be  over- 
come only  by  a  Federal  stimulus.  Indeed,  many  of  the  grant  pro- 
grams established  during  these  years  were  justified  as  providing 
"seed  money."  Some  of  these  initiatives  have  been  successful, 
others  perhaps  less  so,  but  taken  together  they  have  resulted  in  a 
broader,  more  accessible  mix  of  health  services  for  a  greater 
number  of  Americans.  At  the  same  time,  they  have  contributed  to 
the  expansion  of  Federal  Government  and  the  Federal  budget,  and 
to  the  parallel  erosion  of  responsibility  on  the  State  and  local 
levels. 

Today,  the  Nation  finds  itself  obliged  to  reappraise  the  policies  of 
the  past.  Not  only  has  the  general  economy  undergone  a  serious 
reversal,  but  there  is  deep  concern  over  the  degree  of  control 
exercised  in  Washington  over  both  the  conduct  of  local  government 
and  the  activities  of  the  private  sector.  States  and  other  recipients 
of  Federal  assistance  have  found  themselves  severely  restricted,  by 
the  categorical  nature  of  the  assistance  and  by  the  conditions  at- 
tending it,  in  their  ability  to  establish  or  reorder  priorities.  More- 
over, in  some  instances  States  may  have  been  induced  by  the 
availability  of  Federal  money  to  create  programs  where  little  need 
exists.  In  a  recent  major  policy  statement,  the  Advisory  Commis- 
sion on  Intergovernmental  Relations  (ACIR)  termed  the  growing 
national  Government  presence  in  the  Federal  system  "more  perva- 
sive, more  intrusive,  more  unmanageable,  more  ineffective,  more 
costly,  and  more  unaccountable."  1 

In  order  to  reestablish  an  appropriate  Federal-State  balance,  and 
as  part  of  a  general  program  for  the  recovery  of  the  American 
economy,  President  Reagan  has  proposed  both  major  Federal 
budget  reductions  and  changes  in  the  mode  in  which  Federal  assist- 
ance is  allocated.  In  line  with  recommendations  of  the  ACIR,  the 


1  An  Agenda  for  the  Eighties:  ACIR's  Recommendations  to  Restore  Balance  and  Discipline. 
Intergovernmental  Perspective,  winter  1980,  v.  7.  p.  6. 
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General  Accounting  Office,  and  others,  the  President  calls  for  con- 
solidation of  myriad  existing  categorical  grant  programs  into  a  few 
programs  of  block  grants  to  the  States.  In  the  health  area,  25 
separate  assistance  programs  would  be  replaced  by  two  such  block 
grant  programs.  In  full  support  of  the  President's  goals,  the  Com- 
mittee has  developed  bills  substantially  similar  to  the  Administra- 
tion proposals  but  with  several  changes  designed  to  provide  for  an 
orderly  transfer  of  programs  to  the  states. 

The  Committee  believes  that  the  current  categorical  grants  for 
health  services  and  for  health  promotion  and  disease  prevention 
have  not  provided  adequate  flexibility  in  meeting  State  and  local 
needs  and  priorities,  and,  generally,  have  not  been  well  integrated 
or  coordinated  with  related  services  provided  by  the  States.  Also, 
the  uncertainties  attendant  on  the  categorical  grant  funding  proc- 
ess have  created  problems  of  budgeting  and  allocation  for  many 
States. 

Inherent  in  the  categorical  grant  system  are  duplication  of  ad- 
ministrative effort,  high  costs,  and  red  tape.  The  Committee  has 
learned  such  revealing  facts  about  the  existing  health  grant  pro- 
grams as: 

Over  16,000  Federal  employees  manage  these  programs. 
There  are  over  12,000  grant  sites. 

There  are  218  pages  of  Federal  law  and  235  pages  of  Federal 
regulations  for  these  programs. 

365,000  man-hours  are  required  each  year  to  complete  Feder- 
al reports. 

B.  THE  BLOCK  GRANT  APPROACH 

The  Committee  believes  the  block  grant  is  the  appropriate  vehi- 
cle for  continuing  needed  health  care  assistance  and  preventive 
health  care  activities  while  at  the  same  time  reducing  overall 
expenditures  and  alleviating  the  problems  engendered  by  categori- 
cal programs.  In  a  report  released  in  1977,  the  Advisory  Commis- 
sion on  Intergovernmental  Relations  observed  that  the  block  grant 
appears  to  be  the  best-suited  instrument  of  assistance  if  the  goals 
are  decentralization,  economy  and  efficiency,  generalist  control, 
and  coordination.2  Those  are  precisely  the  goals  of  this  Committee. 

Both  the  Advisory  Commission  on  Intergovernmental  Relations 
and  the  General  Accounting  Office,  in  analyzing  the  block  grant 
concept,  have  emphasized  the  desirability  of  limiting  a  grant  to  the 
use  of  like  or  similar  functions.  The  Committee  believes  that  not 
only  are  the  services  covered  by  the  proposed  programs  logically 
grouped  together,  but  that  because  the  selection  takes  into  account 
existing  congressional  Committee  jurisdictions,  it  will  facilitate 
consideration  of  the  legislation  as  well  as  future  oversight. 

In  comments  on  the  President's  block  grant  proposals,  included 
in  a  report  released  in  March  1981,  the  General  Accounting  Office 
notes  that  it  has  often  called  for  just  such  fundamental  changes  in 
Federal  assistance,  and  that  it  has  specifically  recommended  con- 
solidation of  categorical  programs.  In  its  1977  report  on  block 
grants,  the  Advisory  Commission  on  Intergovernmental  Relations 
recommended  that  Congress  use  the  block  grant  as  the  preferred 


2  Block  Grants:  A  Comparative  Analysis.  Washington,  D.C.  October  1977.  p.  41. 
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instrument  of  providing  Federal  financial  assistance  to  State  and 
local  governments  in  cases  where: 

(DA  cluster  of  functionally  related  cagegorical  programs  has 
been  in  existence  for  some  time; 

(2)  The  broad  functional  area  to  be  covered  is  a  major  compo- 
nent of  the  recipient's  traditional  range  of  services  and  direct 
funding; 

(3)  Heavy  support  for  those  recipient  services  that  the  Con- 
gress determines  also  to  have  national  significance  is  intended; 

(4)  No  more  than  mild  fiscal  stimulation  of  recipient  outlays 
is  sought; 

(5)  A  modest  degree  of  innovative  undertakings  is  anticipat- 
ed; 

(6)  Program  needs  are  widely  shared  both  geographically  and 
jurisdictionally;  and 

(7)  A  high  degree  of  consensus  over  general  purposes  exists 
among  the  Congress,  the  Federal  administering  agency  and 
recipients.3 

The  Committee  finds  that  in  great  part  these  elements  are  pres- 
ent in  the  case  of  the  programs  that  would  be  replaced  by  the  block 
grant  programs  under  the  Committee  proposal. 

The  Committee  bills  for  health  services  and  preventive  health 
services  are  designed  to  address  the  problems  of  inflexibility,  lack 
of  coordination,  redundance,  and  uncertainty  with  respect  to  fund- 
ing that  have  been  experienced  in  the  categorical  grant  system. 
The  bills  authorize  a  program  of  block  grants  to  the  States,  to 
replace  a  group  of  existing  categorical  programs,  for  the  provision 
of  specified  health  services  and  preventive  health  services.  No 
matching  of  funds  is  required,  and  the  allocation  would  be  based  on 
the  amounts  distributed  under  the  current  programs  in  fiscal  year 
1981,  reduced  by  about  20  to  25  percent.  Assistance  would  be  sub- 
ject to  the  nondiscrimination  provisions  now  applicable  under  title 
I  of  the  Housing  and  Community  Development  Act  of  1974.  Federal 
requirements  for  detailed  State  plans  and  lengthy  reports  would  be 
eliminated.  Audit  requirements  of  the  Intergovernmental  Coopera- 
tion Act  would  be  observed,  but  efforts  to  avoid  duplicative  audit 
activities  would  be  encouraged.  States  would  be  able  to  use  grant 
funds  only  for  those  services  specifically  authorized,  except  for  a 
limited  authority  to  transfer  monies  between  blocks. 

Under  the  Committee  bills  each  State  would  receive  a  grant  that 
could  be  used  to  provide  any  of  the  services  now  authorized  by  the 
categorical  grant  programs  specified.  The  amount  each  State  re- 
ceives would  bear  the  same  ratio  to  the  total  appropriation  as  the 
total  amount  allotted  to  the  State  for  fiscal  year  1981  under  the 
replaced  programs  bears  to  the  total  amount  allotted  for  that  year 
to  all  States  for  those  programs.  Beginning  with  fiscal  year- 1982, 
appropriations  of  $850  million  for  health  services  and  $194  million 
for  preventive  health  services  would  be  authorized  for  each  of  4 
fiscal  years  (thru  fiscal  year  1985).  In  effect,  this  means  that  each 
State  would  receive  75  to  80  percent  of  its  1981  allotment  for  the 
consolidated  programs.  The  Committee  believes  that  the  reduction 
will  be  offset  by  a  decrease  in  administrative  costs  and  by  a  more 
efficient  delivery  of  services. 


3  Ibid.,  p.  42. 
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The  Committee  has  included  provisions  designed  to  encourage 
the  accountability  of  the  States  in  administering  the  block  grants 
under  the  proposed  program  and  at  the  same  time  to  insure  a  more 
equitable  allocation.  Many  Members  of  Congress,  as  well  as  State 
officials  and  representatives  of  groups  with  an  interest  in  the  pro- 
grams that  will  be  replaced,  have  expressed  the  fear  that  State 
administrators  would  emphasize  certain  services  at  the  expense  of 
others.  Indeed,  many  have  been  concerned  that  some  areas  might 
be  neglected  altogether.  To  insure  that  in  each  State  the  allocation 
decisions  will  appropriately  reflect  the  real  health  needs  of  the 
State,  the  Committee  bill  requires  that,  after  fiscal  year  1982,  the 
State  legislature  hold  public  hearings  on  the  allocation  of  funds 
under  the  grant.  The  Committee  envisions  that  both  through  the 
forum  of  open  hearings  and  discussion,  and  through  the  debates 
and  votes  of  elected  representatives,  the  public  and  the  various 
affected  interests  would  have  an  opportunity  to  be  heard. 

It  is  important  that  the  block  grants  start  in  fiscal  year  1982 
(beginning  October  1,  1981),  both  to  achieve  the  necessary  reduc- 
tions in  the  Federal  budget  and  to  initiate  State  control  at  the 
earliest  possible  date.  However,  many  State  legislatures  are  al- 
ready out  of  session  this  year,  and  not  every  State's  executive 
branch  would  be  prepared  to  implement  a  block  grant  proposal  on 
October  1  even  assuming  that  legislation  were  enacted  by  the  end 
of  June.  Accordingly,  the  Committee  bill  provides  for  a  phased-in 
transition  during  fiscal  year  1982.  States  which  are  ready  to  re- 
ceive and  administer  block  grants  on  October  1  would  be  allowed  to 
do  so;  those  with  legal  or  administrative  difficulties  would  be  al- 
lowed to  move  into  a  block  grant  system  during  fiscal  year  1982 
without  any  unnecessary  disruption  of  health  or  preventive  health 
services.  Under  the  proposed  transition  the  State  could  take  re- 
sponsibility for  any  part  of  its  funds  on  a  program  area  basis.  The 
remaining  funds  would  be  administered  by  the  Secretary  with  all 
costs  (including  administrative)  offset  against  the  State's  allocation. 
The  Secretary  would  retain  decision-making  authority  in  these  in- 
stances, but  is  encouraged  to  consult  with  the  affected  State  about 
its  priorities.  The  Committee  believes  the  bill  provides  for  a  just 
and  equitable  means  of  accomplishing  the  important  transition 
period. 

To  emphasize  the  Committee's  commitment  that  the  Federal 
government  shall  not  burden  the  State's  administrative  structure, 
the  Committee  has  in  several  places  in  the  block  grant  bills  stated 
exactly  what  paperwork  and  reporting  requirements  it  has  in 
mind.  In  each  case  they  are  straightforward  and  easy  to  comply 
with,  designed  to  provide  necessary  accountability  without  detract- 
ing from  the  State's  authority  to  allocate  the  block  grant  resources. 
The  Committee's  bills  are  meant  to  be  definitive  with  regard  to 
paperwork,  reports,  and  accountability.  The  Secretary  is  specifical- 
ly directed  not  to  interpret  these  requirements  by  regulation  or 
otherwise  go  beyond  the  explicit  boundaries  of  the  limited  federal 
role  clearly  defined  in  the  bill.  For  example  the  Committee  intends 
that  the  application  process  be  simple.  The  Secretary  should 
submit  to  the  States  an  application  that  plainly  states  the  assur- 
ances required  in  the  statute.  The  governors  should  be  required 
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only  to  sign  and  date  the  application  and  return  it  to  the  Secre- 
tary. 

Similarly,  the  requirement  that  the  Governor  prepare  a  plan  is 
designed  to  assure  that  the  general  public  within  a  State,  and 
secondarily  the  Secretary,  have  a  description  of  how  the  State 
plans  to  carry  out  the  assurances  contained  in  the  application.  The 
Committee  intends  that  the  plan  be  a  description  of  a  reasonable 
means  of  carrying  out  the  assurances.  No  process  of  Secretarial 
approval  is  provided  or  intended.  Further,  no  elaborate  plans  are 
contemplated  except  where  a  State  on  its  own  initiative  chooses  to 
have  one.  The  plan  requirement  is  to  create  a  public  record,  but 
one  which  is  to  be  fluid  to  reflect  changes  in  the  States  needs  and 
attitudes.  Accordingly,  the  State  may  alter  its  plan  at  any  time. 
Deficiencies  in  a  plan  may  be  cause  for  investigation  but  cannot,  by 
themselves,  be  utilized  as  a  basis  for  withholding  of  a  state's  funds. 

The  Committee  has  intended  to  underscore  at  every  appropriate 
instance  its  expectation  that  block  grant  funds  should  be  allocated 
in  an  open  and  democratic  way.  For  example,  after  the  first  fiscal 
year,  the  State  legislature  must  conduct  public  hearings  on  the 
allocation  of  block  grant  funds.  This  is  not  intended  to  disrupt  a 
state's  usual  patterns  for  conducting  legislative  business.  In  the 
cases  where  a  legislature  meets  only  every  second  year  or  for  only 
brief  periods  each  year,  the  Committee  expects  that  legislatures 
will  meet  the  public  hearing  requirement  by  assigning  the  respon- 
sibility to  a  legislative  committee  or  subcommittee,  interim  com- 
mittee or  other  means  traditional  to  the  State. 

The  Committee  expects  that  in  some  cases,  a  State  will  choose  to 
continue  to  fund  indefinitely  all  or  some  of  the  current  federal 
grantees.  However,  with  the  exception  of  certain  protections  pro- 
vided to  community  and  migrant  health  centers  and  community 
mental  health  centers  in  fiscal  year  1982  and  1983,  the  State  is  free 
to  allocate  its  funds  to  new  grantees  or  to  those  which  have  never 
received  federal  funds.  States  are  encouraged  to  seek  the  resolution 
of  health  problems  according  to  their  own  needs,  even  if  such 
resolution  leads  them  to  models  or  approaches  completely  different 
from  those  formerly  sponsored  by  the  federal  government.  Further, 
except  as  specifically  provided,  a  State  may  choose  within  the 
broad  list  of  health  areas  in  each  bill,  to  focus  its  block  grant 
monies  on  one  or  two  priority  areas  or  across  a  broad  spectrum. 
The  Committee  places  great  faith  in  the  ability  and  willingness  of 
individual  States  to  intelligently  assess  the  health  needs  of  their 
entire  population  and  to  assure  that  such  needs  are  met. 

As  is  clear,  the  Committee  intends  that  States  be  provided  with 
the  broadest  possible  latitude  in  the  use  of  block  grant  funds  and 
be  free  from  all  but  the  most  minimal  and  necessary  federal  ad- 
ministrative and  regulatory  direction.  Nonetheless  the  expenditure 
of  federal  funds,  as  with  all  contracting  relationships,  must  be 
accompanied  by  some  accountability  that  funds  are  not  misdirected 
or  fraudulently  used.  The  Secretary  is  specifically  empowered  to 
withhold  funds,  but  only  if  the  State  has  misused  funds  by  a 
substantial  and  serious  failure  to  carry  out  its  assurances  and  the 
requirements  of  the  statute.  Such  withholding  cannot  be  made  for 
minor  or  insubstanitial  deviations  or  without  adequate  notice  and 
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opportunity  for  a  public  hearing  to  be  conducted  within  the  affect- 
ed state  and  at  which  all  interested  parties  are  represented. 

The  Secretary  and  the  Comptroller  General  are  both  directed  to 
undertake  investigations  to  assure  State  compliance  with  the  statu- 
tory and  auditing  requirements  of  the  block  grants.  It  is  not  con- 
templated that  it  will  be  necessary  for  investigations  to  be  exten- 
sive or  far-reaching  except  when  specific  circumstances  require  it. 
The  Committee  expects  such  investigations  to  be  primarily  operat- 
ed within  a  State  and  that  state  officials  will  not  be  compelled  to 
come  to  Washington,  D.C.  or  regional  offices  to  explain  their  pro- 
grams. States  will  have  to  "open  their  books"  to  such  investigations 
but  may  not  be  required  to  produce  voluminous  responses;  or  pro- 
duce or  compile  information  in  a  new  form  or  if  not  readily  availa- 
ble. This  provision  should  not  be  interpreted  to  bar  reasonable 
investigative  requests,  but  should  stop  unreasonable  requests  and 
"fishing"  expeditions. 

C.  HEALTH  SERVICES  BLOCK  GRANT 

The  health  services  block  grant  reported  from  Committee  is  an 
amended  version  of  S.  1027,  introduced  by  Senator  Hatch,  and  both 
are  based  on  S.  1286  which  was  the  Administration's  original  bill. 

The  Committee's  health  services  block  grant  bill  has  the  follow- 
ing features: 

Funds  are  allocated  to  each  State  on  a  proportional  basis  of 
the  funds  they  received  in  fiscal  year  1981. 

After  the  initial  year  of  the  program,  public  hearings  would 
have  to  be  held  by  the  State  legislature  on  the  allocation  of 
funds  under  the  grant. 

Provision  is  made  for  a  phased-in  transition  administered  by 
the  Secretary  during  fiscal  year  1982. 

The  Secretary  of  Health  and  Human  Services  is  directed  to 
provide  technical  assistance  to  any  State  that  requires  it  in 
setting  up  or  implementing  a  block  program. 

The  State  must  file  an  application  in  order  to  receive  funds, 
with  such  application  limited  to  a  statement  of  the  State's 
agreement  with  certain  limited  programmatic  requirements 
and  to  comply  with  basic  accounting  and  other  safeguards. 

The  State  must  prepare  a  public  plan,  which  need  not  be 
elaborate,  describing  how  the  State  will  carry  out  the  assur- 
ances made  in  the  application. 

Except  under  certain  circumstances,  community  and  mi- 
grant health  center  and  community  mental  health  centers  re- 
ceiving grants  in  1981  would  continue  receiving  grant  support 
in  fiscal  year  1982  and  fiscal  year  1983. 

States  must  allocate  a  percentage  of  funds  (declining  each 
year)  to  community  a  migrant  health  centers  and  community 
mental  health  centers. 

Provisions  are  made,  under  certain  circumstances  for  the 
Secretary  to  withhold  funds  from  States  and  to  conduct  investi- 
gations. 

The  cap  on  the  amount  of  funds  that  could  be  transferred 
from  the  health  services  block  grant  is  restricted  to  the  other 
health  related  block  grants  and  increases  each  year  but  at 
lower  than  the  Administration's  proposed  10  percent. 
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Five  of  the  programs  covered  by  S.  1286  are  omitted;  all  five 
would  be  covered  in  a  separate  program  of  block  grants  for 
maternal  and  child  health  services  to  be  handled  by  the  Fi- 
nance Committee;  Because  fewer  programs  are  covered  than  S. 
1286,  the  amount  authorized  is  less:  $850  million  instead  of 
$1,138  billion. 

The  Committee  feels  that  the  above  features  preserve  the  essen- 
tial spirit  of  the  Administration's  initial  proposal  but  at  the  same 
time  address  genuine  concerns  over  State  accountability  and  an 
equitable  implementation  of  the  proposed  program.  The  Adminis- 
tration has  concurred  in  this  perception.  Although  these  modifica- 
tions impose  some  additional  requirements  on  the  States,  the  ger- 
neral  effect  will  be  to  return  basic  control  and  responsibility  to  the 
State  level. 

With  two  exceptions,  the  authorization  contained  in  the  block 
grant,  $850  million  per  year,  is  about  75  percent  of  the  fiscal  year 
1981  funding  level  for  the  service  programs  contained  in  the  block. 
Thirty  million  dollars  has  been  taken  out  of  the  block  for  alcohol 
and  drug  abuse  research  and  coordinating  functions  which  should 
be  handled  at  the  federal  level,  pursuant  to  S.  755.  Thirty-six 
million  dollars  has  been  added  into  the  block  grant  to  assure  that 
community  and  migrant  health  services  can  be  funded  at  a  level  of 
eighty-five  percent  of  the  fiscal  year  1981  level.  The  programmatic 
sources  of  the  funding  contained  in  this  block  are  as  follows: 

HEALTH  SERVICES  BLOCK  GRANT 

[In  millions  of  dollars] 


L  &  HR  block 
1981  grant 
proposal 1 


Community  health  centers: 

Primary  health  care  centers   325 

Primary  health  care   7 

Black  lung  clinics   5 

Migrant  health   44 

Home  health  services   4 

Emergency  medical  services   30 

Program  management   34 

Mental  health  and  substance  abuse  services: 

Mental  health  services   324 

Drug  abuse  project  grants  and  contracts   161 

Drug  abuse  grants  to  States   30 

Alcoholism  project  grants  and  contracts   73 

Alcoholism  grants  to  States   50 

Program  management   57 


Subtotal   1,144  844 

 2 -30 

Subtotal..   814 

 3 +36 

Total  '   850 


1  Minus  25  percent  on  programs. 

2  This  is  for  Alcohol  and  Drug  Abuse  Demonstration  Training  Program  Services  to  be  maintained  at  the  Federal  level  by  legislation  proposed  by 
Senator  Humphrey. 

3  This  is  an  additional  $36  million  increase  as  per  agreement  that  sufficient  moneys  be  available  for  community  and  migrant  health  in  the 
aggregate  to  be  funded  at  85  percent  in  fiscal  year  1982. 

By  containing  several  earmarks  and  protections  which  phase- 
down  over  the  four  years  of  the  bill,  the  Committee's  bill  contains  a 
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far  more  elaborate  transition  than  originally  proposed.  Many  mem- 
bers of  the  Committee  feel  that  the  protections  contained  in  this 
bill  are  important  transitional  measures  necessary  to  assure  con- 
tinuity of  health  services  to  the  needy  while  many  other  members 
feel  this  is  an  inappropriate  intrusion  on  the  funding  discretion 
intended  to  be  given  to  the  States.  The  bill  passed  by  the  Commit- 
tee moves  over  a  four  year  period  to  a  situation  in  which  States 
would  have  substantially  increased  control  over  the  priorities  and 
allocation  of  money  under  this  block. 

During  this  extended  transition  period,  three  sets  of  protections 
have  been  adopted.  First,  of  the  moneys  appropriated  to  each  State, 
the  State  must  expend  in  certain  program  areas  a  percentage  of 
the  funds  that  were  received  in  that  program  in  that  State  in  fiscal 
year  1981: 

[In  percent] 

Community  Co— ft  Migrant 
health  ~  health 
centers  ™,  centers 

(CHC)         "jjg  (MHC) 


Fiscal  year: 


1982  

  85 

75 

85 

1983  

  80 

70 

80 

1984  

  70 

60 

70 

1985  

  60 

50 

60 

This  requirement  would  mean  for  example  that  a  State  which 
had  $1,000,000  in  community  health  center  funding  in  fiscal  year 
1981  would  be  required  to  spend  $850,000  on  community  health 
centers  in  fiscal  year  1982.  This  does  not  guarantee  that  existing 
health  centers  will  receive  85  percent  of  their  fiscal  year  1981 
funding  or  restrict  the  State's  ability  to  fund  centers  that  meet  the 
statutory  assurances  but  were  not  federal  grant  recipients  in  fiscal 
year  1981.  It  does  however  assure  a  continuing  and  generalized 
State  commitment  to  community  health  over  the  next  four  years. 

A  second  protection  is  that  for  fiscal  years  1982  and  1983  only, 
grants  must  continue  to  be  made  to  fiscal  year  1981,  CHC,  CMHC, 
and  MHC  grantees.  This  is  intended  to  avoid  in  an  immediate 
interruption  in  care  for  the  patients  of  these  centers.  The  two  year 
transition  period  would  also  enable  time  for  states  to  plan  their 
future  roles  in  primary  health  care  support,  to  establish  proper 
administrative  structures  to  implement  their  plans,  and  to  estab- 
lish funding  criteria  and  procedures  for  the  state  primary  health 
care  programs.  In  requiring  that  States  must  make  a  grant  to 
existing  centers  for  fiscal  years  1982  and  1983,  the  Committee 
intends  to  give  States  broad  flexibility  as  a  "back  door"  means  of 
arbritrarily  causing  an  existing  center  to  close.  Among  the  possible 
reasons  for  a  low  level  of  funding  would  be:  the  availability  of 
increased  third  party  reimbursement  or  other  public  or  private 
support;  substantial  decreases  in  patient  load;  or  previous  contrac- 
tual or  statutory  agreement  that  the  center  would  phase-down 
federal  support  during  these  two  years.  In  addition,  a  previously 
funded  center  may  be  denied  a  grant  during  fiscal  year  1982  or 
fiscal  year  1983  if  certain  statutory  conditions  are  met  involving  a 
State  review  and  Secretarial  approval.  This  is  a  necessary  precau- 
tion in  case  of  fraud,  mismanagement,  violations  of  statutory  re- 
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quirements,  or  gross  failure  to  meet  a  state's  performance  criteria 
for  the  type  of  center  involved. 

The  Committee  bill  requires  states  to  establish  reasonable  crite- 
ria to  evaluate  the  effective  performance  of  these  centers.  Such 
criteria  are  intended  to  permit  a  review  of  the  centers'  compliance 
with  legislative  mandates,  to  allow  for  comparative  review  of 
center  performance,  to  provide  a  basis  for  grant  award  reviews  and 
to  identify  areas  where  centers  need  technical  assistance.  As  an 
example,  the  criteria  might  include:  certain  administrative  manag- 
ment  indicators,  such  as  administrative  costs,  average  cost  per 
medical  encounter  and  provider  productivity  rates;  and  certain 
clinical  effectiveness  standards,  such  as  the'  use  of  health  care 
plans  based  on  community  needs  assessment,  tracking  systems  for 
identifying  patients  in  need  of  follow-up  and/or  continuing  care, 
and  quality  review  procedures  to  evaluate  actual  performance.  In 
addition,  the  state  shall  assure  that  the  center  has:  active  commu- 
nity participation  in  policy  development  and  service  evaluation; 
and  adequate  patient  records  so  as  to  ensure  patient  confidential- 
ity. 

The  bill  also  requires  states  to  establish  procedural  and  substan- 
tive independent  state  review  procedures  relating  to  the  refusal  by 
the  States  to  provide  funds  for  any  such  center.  The  Committee's 
intention  is  to  ensure  that  any  decision  by  a  state  to  terminate  or 
not  renew  support  for  any  previously  funded  center  is  based  on  a 
review  of  that  center's  performance,  and  that,  in  each  case,  the 
center  (as  well  as  the  community  and  the  patients  which  it  serves) 
will  have  assurances  of  due  process,  including  adequate  prior  notifi- 
cation of  any  such  intended  state  action  and  an  open  hearing. 

The  Committee  reemphasizes  that  these  transitional  protections 
are  consistent  with  substantial  and  increasing  state  discretion  in 
the  allocation  of  funds  under  the  health  services  block  grant. 
States  are  specifically  encouraged  to  experiment  with  new  ap- 
proaches or  more  efficient  procedures  and  where  appropriate  has 
noted  with  alarm  the  conclusions  of  a  recent  General  Accounting 
Office  study  that  "GAO  found  that  the  need  determination  mecha- 
nisms for  the  community  health  center  program,  as  presently 
structured  and  operated,  do  not  provide  adequate  justification  for 
establishing  specific  centers.  Based  on  its  own  work  as  well  as 
studies  by  others,  GAO  noted  that  weaknesses  in  need  determina- 
tion mechanisms  permeate  other  health  service  grant  programs". 
C 'Health  Services  Program  Needs  Assessments  Found  Inadequate", 
GAO,  to  be  issued  June  15,  1981).  The  Committee  directs  the  Secre- 
tary to  make  available  to  the  Governor  of  each  State  a  copy  of  this 
report. 

With  regard  to  community  health  centers,  the  Committee  has 
required  that  such  centers  "comprehensive  primary  health  services 
which  are  appropriate  to  the  area  to  be  served".  It  is  the  Commit- 
tee's expectation  that  the  State,  in  consultation  with  individual 
centers,  will  decide  what  services  in  each  particular  situation  are 
to  be  required.  A  list,  based  on  existing  law,  is  provided  in  the 
statute.  It  indicates  what  types  of  services  the  Committee  believes 
are  appropriate,  but  it  is  not  a  requirement. 

Finally,  the  Committee  believes  that  migrant  health  services  are 
particularly  important  and  the  Committee  will  be  watching  care- 
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fully  to  see  whether  migrant  needs  will  be  met  under  the  block 
grant.  However  this  long-term  concern  does  not  alter  the  Commit- 
tee's continuing  reservations  about  the  efficacy  of  the  present  ap- 
proach to  meeting  migrant  health  needs.  The  Committee  is  particu- 
larly interested  in  encouraging  state  innovation  in  this  area. 

D.  PREVENTIVE  HEALTH  BLOCK  GRANT 

The  preventive  health  block  grant  reported  from  Committee  is 
an  amended  version  of  S.  1028,  introduced  by  Senator  Hatch  and 
both  are  based  on  S.  1283  which  is  the  Administration's  original 
bill. 

The  Committee  preventive  health  block  grant  bill  has  the  follow- 
ing features: 

Funds  are  allocated  to  each  State  on  a  proportional  basis  of 
the  funds  they  received  in  fiscal  year  1981. 

After  the  initial  year  of  the  program,  public  hearings  would 
have  to  be  held  by  the  State  legislature  on  the  allocation  of 
funds  under  the  grant. 

Provision  is  made  for  a  phased-in  transition  administered  by 
the  Secretary  during  fiscal  year  1982. 

The  Secretary  of  Health  and  Human  Services  is  directed  to 
provide  technical  assistance  to  any  State  that  requires  it  in 
setting  up  or  implementing  a  block  grant  program. 

The  State  must  file  an  application  in  order  to  receive  funds, 
with  such  application  limited  to  as  statement  of  the  State's 
agreement  to  comply  with  basic  accounting  and  other  safe- 
guards. 

The  State  must  prepare  a  public  plan,  which  need  not  be 
elaborate,  describing  how  the  State  will  carry  out  the  assur- 
ances made  in  the  application. 

Provisions  are  made,  under  certain  circumstances,  for  the 
Secretary  to  withhold  funds  from  States  and  to  conduct  investi- 
gations. 

The  cap  on  the  amount  of  funds  that  can  be  transferred  from 
the  preventive  health  block  grant  to  any  of  several  other  block 
grants  is  5  percent  of  the  grant. 

Adolescent  health  services,  including  pregnancy  programs, 
accident  prevention,  and  venereal  disease,  continue  to  be  fun- 
dable under  the  block  grant,  but  because  of  the  special  role  for 
a  federal  initiative  in  this  area,  funds  have  been  retained  for  a 
separate  Adolescent  Family  Life  program  as  envisioned  by  S. 
1090. 

Two  other  programs  covered  by  S.  1283  are  omitted;  both 
would  be  covered  in  a  separate  program  of  block  grants  for 
maternal  and  child  health  services  to  be  handled  by  the  Fi- 
nance Committee. 

Several  longstanding  restrictions  on  the  use  of  family  plan- 
ning funds,  currently  contained  in  PHS  Title  X,  are  applied  to 
funds  under  the  block  grant. 
The  Committee  feels  that  the  above  features  preserve  the  essen- 
tial spirit  of  the  Administration's  initial  proposal  but  at  the  same 
time  address  genuine  concerns  over  State  accountability  and  an 
equitable  implementation  of  the  proposed  program.  The  Adminis- 
tration has  concurred  in  this  perception.  Although  these  modifica- 
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tions  impose  some  additional  requirements  on  the  States,  the  gen- 
eral effect  will  be  to  return  basic  control  and  responsibility  to  the 
State  level. 

With  one  exception,  the  authorization  contained  in  the  block 
grant,  $194  million  per  year,  is  about  75  percent  of  the  fiscal  year 
1981  funding  level  for  the  programs  contained  in  the  block.  Thirty 
million  dollars  has  been  taken  out  of  the  block  to  be  reserved  for 
anticipated  passage  from  the  Labor  and  Human  Resources  Commit- 
tee of  Adolescent  Family  Life  legislation  similar  to  S.  1090.  Howev- 
er, because  of  the  enormous  needs  in  the  area  of  adolescent  preven- 
tive health  services,  including  pregnancy  programs,  the  Committee 
has  chosen  to  allow  states,  at  the  states  own  option,  to  utilize  funds 
under  this  block  for  adolescent  health. 

The  programmatic  sources  of  the  funding  contained  in  this  block 
are  as  follows: 


PREVENTIVE  HEALTH  BLOCK  GRANT 


[In  millions  of  dollars] 


L  &  HR  block 
1981  grant 
proposal  1 


High  blood  pressure   20 

Health  incentive  grants  .:.   36 

Risk  reduction  and  health  education   16 

Veneral  disease  '■.   40 

Fluoridation   5 

Rat  control.:   13 

Family  planning  services   166 

Adolescent  health  services   (10) 


Subtotal........!.  :  :   224 

 2  -30 

Total  -.   194 


1  Minus  25  percent. 

2  This  $30  millon  reflects  moneys  being  reserved  for  adolescent  family  life  legislation. 

The  block  grant  for  health  protection  and  disease  prevention 
offers  States  the  opportunity  to  effectively  administer  limited  fi- 
nancial resources  to  provide  public  health  services  which  have 
demonstrated  their  potential  for  reducing  medical  care  expendi- 
tures from  public  and  private  sources.  The  decentralization  of  the 
decision-making  process  from  the  Federal  level  in  Washington  to 
the  States  will  permit  them  to  assign  priorities  to  meet  those 
health  needs  that  are  determined  to  be  most  pressing.  Consequent- 
ly, the  Committee  does  not  expect  that  the  allocation  of  funds 
according  to  disease  entities  will  be  uniform  among  the  States. 

At  the  same  time,  however,  the  Committee  recognizes  that  some 
diseases,  particularly  the  infectious  diseases  that  can  be  transmit- 
ted across  geographic  areas,  constitute  a  particularly  serious  prob- 
lem and  require  a  high  level  of  commitment.  For  example,  testimo- 
ny provided  to  the  Committee  during  the  course  of  block  grant 
hearings  revealed  that  in  1980  the  number  of  new,  active  cases  of 
tuberculosis  in  the  United  States  increased  over  the  preceding  year 
for  the  first  time  since  1963.  Equally  disturbing,  if  not  more  so,  is 
the  fact  that  the  number  of  new  cases  of  tuberculosis  in  children 
under  five  year  of  age  increased  by  18  percent  in  1979,  the  biggest 
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increase  recorded  since  recordkeeping  for  this  age  group  began.  In 
carrying  out  its  oversight  responsibilities  concerning  the  implemen- 
tation of  the  block  grant  funding  mechanism,  the  Committee  will 
pay  particular  attention  to  monitoring  the  progress  of  the  States  in 
combating  tuberculosis.  This  communicable  disease  can  be  prevent- 
ed and  controlled  effectively  and  economically  due  to  advances  in 
medical  science. 

The  Committee  also  notes  that  the  voluntary  health  sector  is 
widely  respected  for  its  long  record  of  contribution  in  preventing 
disease  and  promoting  health.  The  Committee  expects  that  the 
States  will  take  advantage  of  the  experience  and  expertise  that  is 
available  through  the  State  and  local  offices  of  voluntary  health 
associations  in  the  development,  implementation,  and  administra- 
tion of  programs  funded  through  the  block  grant  for  preventive 
health.  Such  assistance  could  be  obtained  through  contracts,  or 
otherwise,  thereby  eliminating  needless  duplication  of  resources. 
The  public  support  that  voluntary  health  associations  have  earned 
over  the  years  could  contribute  significantly  to  the  success  of 
health  education  programs  and  other  activities  designed  to  promote 
health  and  prevent  disease. 

The  Preventive  Health  Block  Grant  repeals  Title  X  of  the  Public 
Health  Service  Act,  which  authorizes  programs  in  family  planning 
and  population  research,  and  transfers  the  family  planning  pro- 
grams to  the  states  as  part  of  the  preventive  health  services  block 
grant.  However,  the  Committee  recognizes  the  value  of  the  popula- 
tion research  program  conducted  by  the  Center  for  Population 
Research  at  the  National  Institute  of  Health,  and  does  not  intend 
that  the  repeal  of  Section  1004  (part  of  Title  X),  under  which  such 
research  is  authorized,  shall  operate  to  terminate  this  program  or 
substantially  modify  its  breadth  and  scope.  The  National  Institutes 
of  Health  has  sufficiently  broad  authority  under  Section  301  of  the 
Public  Health  Service  Act  to  continue  the  existing  human  repro- 
duction research  and  population  research  and  training  programs.  It 
is  the  Committee's  intention  that  such  authority  be  exercised  to 
this  end,  since  it  is  neither  feasible  nor  efficient  for  the  states  to 
undertake  such  research  and  training. 

E.  OTHER  HEALTH  PROGRAMS 

Health  Resources  Administration 

The  Committee's  proposal  for  HRA  is  primarily  based  on  three 
assumptions: 

Passage  of  S.  799  to  fund  the  Health  Professions  Educational 
Assistance  and  Nurse  Training  Act  programs. 

Halving  current  health  planning  funding  in  fiscal  year  1982, 
and  no  health  planning  funds  in  1983. 

Funding  of  the  Health  Facilities  Medical  Guarantee  Fund. 
The  ceiling  also  includes  program  support  and  management  for 
Health  Resources  Administration. 

The  proposed  reconciliation  figures  for  the  Health  Resources  Ad- 
ministration budget  phases  out  the  federally  supported  health 
planning  programs.  The  health  planning  program  provides  support, 
primarily  through  grants,  for  213  health  systems  agencies  (HSAs) 
and  57  State  health  planning  and  development  agencies  (SHPDAs). 
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The  proposed  change  in  the  Federal  health  planning  program  is  to 
phaseout  health  planning  by  the  end  of  fiscal  year  1982  and  is 
consistent  with  the  Administration's  goal  to  encourage  competition 
in  the  health  care  sector.  To  begin  the  phaseout,  a  $24  million 
rescission  was  made  in  the  fiscal  year  1981  budget,  with  an  $89 
million  decrease  in  authorization  for  1982.  No  funds  are  allocated 
or  intended  for  fiscal  year  1983. 

The  phase-out  of  this  program  is  because  health  planning  pro- 
grams represent  efforts  to  impose  complex  national  health  regula- 
tory programs  on  States  and  localities.  Moreover,  it  has  not  proven 
to  be  effective  in  controlling  costs  on  a  national  basis,  and  it 
inhibits  market  forces  needed  to  strengthen  competition  and  pro- 
vide less  costly  services.  For  competitive  forces  to  restrain  costs, 
free  entry  into  health  care  markets  is  essential.  Otherwise,  high- 
cost  providers  can  monopolize  health  care  markets. 

Also  assumed  under  Health  Resources  Administration  is  final 
passage  of  authorizations  in  S.799  as  reported  by  the  Labor  and 
Human  Resources  Committee  on  May  15th.  This  legislation  better 
targets  the  allocation  of  Federal  funds  and  ends  the  large  general 
subsidies  for  the  training  of  physicians  and  other  health  profession- 
als. Such  programs  are  no  longer  necessary  in  light  of  the  growing 
projected  supply  of  most  health  professionals.  During  the  1960's 
and  the  1970's  the  supply  of  health  professionals  increased  dra- 
matically, partly  as  a  result  of  Federal  subsidies.  During  the  1970's 
the  annual  number  of  graduates  from  medical  schools  doubled, 
while  today,  the  Nation  as  a  whole  has  reached  or  exceeded  the 
estimated  required  level  of  health  professionals  for  almost  every 
major  specialty  with  one  noted  exception,  nursing.  This  legislation 
and  budget  refocuses  Federal  aid  on  a  limited  number  of  national 
priority  medical  specialties,  rather  than  providing  large  subsidies 
for  all  specialties.  Therefore,  this  legislation  illustrates  the  reduced 
priority  given  programs  for  education  and  training  of  the  health 
care  workforce,  and  the  increasing  role  given  private  funding. 

HEALTH  RESOURCES-HEALTH  PLANNING,  HEALTH  FACILITIES  AND  HEALTH  PROFESSIONS 
ASSISTANCE  AND  NURSE  TRAINING 

[In  millions  of  dollars] 


Current  policy 


L&HR  fiscal  year     L&HR  fiscal 
1982  1983 


Health  Professions  Education  Assistance  and  Nurse  Training  Act  of  1981   168 

Health  planning   58 

Health  facilities  financing   9.4 

HRA  program  management   5.2 

Medical  facilities  guarantee  and  loan  fund   35 


Total   704  268.3  176.7 

Change   (-435.6)  (-91.6) 


Health  Services  Administration 

The  Committee's  proposals  for  the  Health  Services  Administra- 
tion are  based  on  three  assumptions: 

Passage  of  the  Health  Services  Block  grant. 
Passage  of  S.801,  the  National  Health  Service  Corps  Amend- 
ments of  1981. 

Passage  of  the  repeal  of  the  merchant  seamen  entitlement. 
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The  programs  represented  by  this  account  cover  a  broad  range  of 
health  services  and  health  service-related  programs  administered 
by  the  Federal  government,  along  with  several  large  formula  grant 
programs.  The  Labor  and  Human  Resources  Committee  recommen- 
dation consolidates  several  categorical  programs  into  the  Health 
Services  Block  Grant.  These  programs  are  authorized  at  about  75 
percent  of  the  1981  estimated  appropriations. 

The  Health  Services  Administration  budget  assumes  the  Nation- 
al Health  Service  Corps  authorization  as  approved  and  reported  in 
S.801.  This  program  provides  federally  employed  physicians  and 
other  health  professionals  to  areas  classified  by  the  Department  of 
Health  and  Human  Services  as  health  manpower  shortage  areas. 
Most  of  the  NHSC  recipients  receive  full  tuition  and  stipend  sup- 
port while  in  medical  school  for  which  they  owe  service  on  a  year- 
for-year  basis.  As  part  of  the  effort  to  reduce  market  distortions 
and  Federal  subsidies  in  relation  to  physician  distribution,  S.801 
proposes  the  following  features:  (Da  revision  of  the  definition  of 
health  manpower  shortage  areas  and  the  procedural  steps  neces- 
sary for  an  area  to  achieve  such  designation;  (2)  use  of  Corps 
personnel  only  in  areas  where  there  is  a  demonstrable  demand  for 
their  services  as  well  as  a  statistically  established  need;  (3)  an 
authorization  level,  consistent  with  the  President's  recommenda- 
tion, which  allows  the  Corps  to  grow  from  2,060  individuals  in  1981 
to  a  level  of  2,500  assignees  in  1982  and  subsequent  years;  (4)  the 
phase-out  over  the  next  three  years  of  the  Naitonal  Health  Service 
Corps  scholarship  program,  currently  funded  to  provide  over  6,000 
assignees  in  1987,  to  reflect  the  fact  that  the  NHSC  will  be  capable 
of  recruiting  sufficient  volunteers  during  the  late  1980's  to  meet  its 
needs;  (5)  revision  of  the  scholarship  program's  independent  prac- 
tice option  to  make  it  more  attractive  and  to  provide  a  partial 
subsidy  for  individuals  choosing  this  option;  (6)  a  provision  which 
allows  the  Secretary  of  HHS  substantially  greater  flexibility  in 
dealing  with  the  surfeit  of  scholarship  recipients  who  will  be  avail- 
able for  service  over  the  next  five  years. 

The  Public-  Health  Service  (PHS),  through  the  Merchant  Seaman 
Entitlement,  is  a  program  which  has  operated  a  wholly  federally 
financed  medical  care  system  for  merchant  seaman  since  1798.  The 
original  purpose  of  the  entitlement  was  to  protect  the  Nation  from 
communicable  disease  that  could  be  brought  into  the  country  from 
foreign  ports  at  a  time  when  there  were  few  medical  facilities  in 
American  port  cities.  Today,  those  cities  have  sufficient  medical 
facilities.  Furthermore,  through  the  years,  this  entitlement  has 
been  expanded  from  merchant  seaman  to  include  tugboat  opera- 
tors, fishermen,  offshore  drilling  crewmen,  dredge  industry  employ- 
ees, and  others  in  addition  to  oceangoing  seamen.  Thus,  a  program 
that  was  originally  designed  to  provide  occasional  onshore  benefits 
for  seamen  who  spent  most  of  their  days  at  sea  has  become  a  free 
Government  health  delivery  program  for  selected  occupational 
classes. 

The  legislative  proposal  contained  in  the  reconciliation  package 
(a  revised  version  of  S.  1287)  repeals  the  entitlement  and  closes  the 
remaining  eight  PHS  hospitals  and  27  clinics  now  providing  free 
medical  care.  The  provision  of  free  government  health  care  for 


881 


merchant  seamen  is  unnecessary  and  unwarranted.  Moreover,  the 
PHS  hospital  and  clinic  system  is  under-used  and  actually  aggra- 
vates health  care  costs  in  the  cities  where  the  hospitals  are  located. 
Occupancy  rates  average  about  65  percent  since  1976,  compared  to 
a  national  minimum  standard  of  80  percent.  In  addition,  all  of  the 
hospitals  are  located  in  areas  with  adequate  or  excess  supply  of 
hospitals  beds,  and  all  of  the  eight  affected  cities  have  at  least  one 
other  Federal  facility  operating  at  less  than  80  percent  occupancy 
to  care  for  nonmerchant  seamen  patients  entitled  to  Federal  care. 
Thus,  this  proposal  will  not  affect  appreciably  merchant  seamen's 
access  to  care.  Under  this  proposal,  the  support  of  the  hospitals 
and  clinics  would  cease  as  of  October  1,  1981  (as  previously  ap- 
proved by  a  Senate  and  House  Appropriation  Conference),  while 
the  entire  system  would  either  close  or  be  turned  over  to  local 
communities  that  wish  to  maintain  the  facilities  by  the  end  of 
1982.  The  budget  allows  for  continued  contract  care  until  January 
1,  1982,  while  the  $77  million  budget  also  reflects  specific  costs  that 
are  required  to  close  the  hospitals,  and  money  for  leave  benefits 
and  severance  pay  of  the  5,000  employees  currently  working  in  the 
Public  Health  Service  system.  No  money  is  alloted  for  fiscal  year 
1983. 

HEALTH  SERVICES  ADMINISTRATION 

[In  millions  of  dollars] 

Current  policy     L  &  HR  fiscal  year 


National  Health  Service  Corps: 

NHSC  scholarships   37.8 

NHSC  field  current  request   110.4 

Federal  employee  health   1.0 

Payments  to  Hawaii   1.9 

Program  support   4.6 

Buildings  and  facilities   5.0 

Program  management   4.7 

Merchant  seamen  entitlement   77 


Totals   1003.0  247,200 

Change   (-755.8) 


National  Institutes  of  Health 

The  Committee's  reconciliation  proposal  supports  the  purposes  of 
the  National  Institutes  of  Health  and  believes  that  the  promotion 
of  biomedical  research  is  a  proper  and  essential  function  of  the 
Federal  government.  Yet,  in  a  period  of  increasingly  tight  discre- 
tionary funding  in  which  many  health  services  delivery  programs 
face  substantial  cuts,  the  National  Institutes  of  Health  cannot  be 
completely  immune.  The  proposal  for  NIH  reconciliation  is 
$3,762,300,000  in  fiscal  year  1982  and  $3,950,420,000  for  fiscal  year 
1983. 

The  preventive  health  block  grant  repeals  Title  X  of  the  Public 
Health  Service  Act,  which  authorizes  programs  in  family  planning 
and  population  research,  and  transfers  the  family  planning  pro- 
grams to  the  states  as  part  of  the  preventive  health  services  block 
grant.  However,  the  Committee  recognizes  the  value  of  the  popula- 
tion research  program  conducted  by  the  Center  for  Population 
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Research  at  the  National  Institutes  of  Health,  and  does  not  intend 
that  the  repeal  of  Sec.  1004  (part  of  Title  X),  under  which  such 
research  is  authorized,  shall  operate  to  terminate  this  program  or 
substantially  modify  its  breath  and  scope.  The  National  Institutes 
of  Health  has  sufficiently  broad  authority  under  Section  301  of  the 
Public  Health  Service  Act  to  continue  the  existing  population  re- 
search and  training  program.  It  is  the  Committee's  intention  that 
such  authority  be  exercised  to  this  end,  since  it  is  neither  feasible 
nor  efficient  for  the  states  to  undertake  such  research  and  train- 
ing. 

Mental  Health  Research  and  Training 

The  Committee's  proposals  for  Mental  Health  Research  and 
Training  are  based  on  three  assumptions: 

Reduction  in  Mental  Health  research 

Reduction  in  research  and  clinical  training  in  Mental  Health 
Service  programs  will  be  contained  in  the  Health  Services 
Block  Grant 

Reductions  in  1982  are  proposed  for  the  level  of  funding  for 
social  sciences  research  below  current  levels.  Across  the  board 
reductions  in  Federal  spending  including  research,  are  necessary 
for  economic  recovery.  Further,  the  level  of  support  for  training  in 
mental  health  areas  have  been  reduced. 

Mental  health  services  programs  have  been  consolidated  into  the 
Health  Services  Block  Grant. 


MENTAL  HEALTH 

[In  milllions  of  dollars] 


Current  policy 


L  &  HR  fiscal  year     L  &  HR  fiscal 
1982  year  1983 


Research   144.6 

Training   59.1 

Program  support   31.0 


Total   672.5  234.8  244.4 

Change   (-439.7) 


Center  for  Disease  Control 

The  Committee's  proposals  for  the  Center  for  Disease  Control  are 
based  on  three  assumptions: 

Positive  support  for  the  activities  of  the  CDC  and  its  preven- 
tion emphasis; 

Transfer  of  some  prevention  services  to  the  preventive 
health  services  block  grant; 

An  earmark  for  child  immunization  programs  at  current 
funding  levels. 

The  ceiling  also  includes  money  for  control  of  Chronic  Disease, 
Other  Environmental  Hazards,  Occupational  Safety  and  Health, 
Epidemic  Services,  Technology  Development,  buildings  and  facili- 
ties, and  program  management  and  program  support  for  the 
Center  for  Disease  Control. 

Because  of  the  emphasis  on  preventive  health  by  the  Administra- 
tion, several  programs  within  the  Centers  of  Disease  Control  were 
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consolidated  into  the  Preventive  Health  Block  Grant  in  order  to 
allow  administration  of  these  programs  at  the  State  and  local 
levels. 

The  Committee  recommendation  earmarks  $24  million  to  fund 
immunization  project  grants  to  the  50  States  and  3  territories  and 
major  cities  which  provide  support  to  State  and  local  immunization 
programs  against  measles,  mumps,  rubella,  polio,  diptheria,  pertus- 
sis and  tetanus.  The  Center  for  Disease  Control  authorization  con- 
tinues the  separate  $6  million  program  that  includes  support  for 
disease  outbreak  activities;  national  disease,  immunization  level 
and  vaccine  reaction  surveillance;  technical  assistance  to  grantees; 
research  on  new  and  existing  vaccines;  health  education  activities 
relating  to  immunization;  and  program  management. 

The  committee  does  not  intend  that  a  State  which  receives 
grants  under  section  312(a)  (as  redesignated)  must,  as  a  condition  of 
a  grant,  require  100  percent  immunization  of  its  children.  When 
appropriate,  state  preventive  health  programs  may  make  reason- 
able exemptions  for  religious  or  other  reasons. 

Office  of  Assistant  Secretary  for  Health 

The  Committee's  proposals  for  Office  of  Assistant  Secretary  for 
Health  are  based  on  two  assumptions: 

Passage  of  S.  1029  dealing  with  Health  Maintenance  Organi- 
zations 

Passage  of  S.  800  dealing  with  Health  Research  and  Statis- 
tics, and  Health  Care  Technology. 
The  ceiling  also  includes  retirement  pay  and  salaries  and  ex- 
penses. 

OFFICE  OF  ASSISTANT  SECRETARY  FOR  HEALTH 

[In  millions  of  dollars] 

Current  oolicv        L  &  HR  fiscal        L  &  HR  fiscal 
Current  policy        ygar  igg2  year  19g3 

Health  maintenance  organizations   16   

Retirement  pay   106   

Salaries  and  expenses   115   

Misc.  trust  funds   4.6  

Health  research  and  statistics   59.7  


Total   304.1  304.2  319.4 

Change   (+.1) 


St.  Elizabeths  Hospital' 

The  Committee's  proposal  for  St.  Elizabeths  Hospital  is  primarily 
based  on  two  assumptions: 

Decreased  in-patient  care. 

Increasing  local  responsibility  in  funding. 

The  1982  reconciliation  budget  request  for  St.  Elizabeths  Hospital 
is  $99  million,  identical  to  that  requested  in  1981.  Saint  Elizabeths 
Hospital  is  the  principal  care  facility  for  the  District  of  Columbia 
residents  needing  supervised  mental  health  services.  Due  to  de- 
creased in-patient  care  for  1982,  and  increasing  local  responsibility 
for  St.  Elizabeths  Hospital,  the  level  funding  will  not  affect  the 
services  offered  the  hospital's  patients. 
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ST.  ELIZABETHS  HOSPITAL 

[in  millions  of  dollars] 


(Writ  nolo  L  &  HR  fiscal  L  &  HR  fiscal 
current  policy         year  igg2  year  igg3 


St.  Elizabeths  Hospital   98.9 

Construction  and  renovation  '.   0 


Total   104.3  98.0  103. 

Change   (-5.4) 


Food  and  Drug  Administration 

The  Committee's  proposals  for  FDA  is  primarily  based  on  two 
assumptions: 

Continuation  of  the  activities  of  the  Food  and  Drug  Adminis- 
tration. 

No  funding  of  new  buildings  and  facilities  for  FDA. 
The  proposed  reconciliation  figure  for  the  Food  and  Drug  Admin- 
istration allows  this  program  to  maintain  its  activities  to  ensure 
food  safety;  that  human  and  animal  drugs,  biological  products,  and 
therapeutic  devices  are  safe  and  effective;  and  that  radiological 
products,  and  their  operation  do  not  result  in  unnecessary  exposure 
to  radiation.  FDA  seeks  to  accomplish  its  mission  by  setting  food 
and  produce  standards;  inspecting  regulated  firms  and  analyzing 
the  safety  of  product  samples;  evaluating  the  safety  and  efficacy  of 
new  drugs  and  medical  products  before  they  are  marketed;  con- 
ducting applied  research  to  develop  new  testing  methods  for  regu- 
lated products;  and  pursuing  legal  actions  where  necessary  to 
remove  harmful  products  from  the  market. 

FOOD  AND  DRUG  ADMINISTRATION 


[In  million  of  dollars] 


Current  policy 

L  &  HR  fiscal 
year  1982 

L  &  HR  fiscal 
year  1983 

Salaries  and  expenses  

336.0 

Building  and  facilities  

0  .. 

Total  

Change  

  348.8 

336.0 

(-12.8) 

352.8 

National  Science  Foundation 

The  Reconciliation  proposal  to  reauthorize  the  National  Science 
Foundation  (NSF)  duplicates  S.  1200,  a  bill  to  reauthorize  NSF. 
This  bill  was  unanimously  reported  out  of  the  Committee  and 
accomplishes  $87.6  million  in  savings,  which  is  $9.6  million  more 
than  required.  Additionally,  it  makes  these  savings  without  com- 
promising support  for  the  primary  tasks  of  the  NSF  in  basic  re- 
search, particularly  in  the  physical  sciences  and  engineering. 

It  was  the  unanimous  judgment  of  the  scientific  community, 
representing  all  sizes  of  institutions  and  all  scientific  disciplines, 
that  the  Science  and  Engineering  Directorate  should  be  retained  in 
an  effort  to  maintain  a  talented  pool  of  individuals  ready  to  carry 
on  scientific  and  technological  research  in  the  future.  Numerous 


885 


studies  have  shown  that  our  nation  faces  a  critical  shortage  of 
trained  personnel  in  these  fields,  a  shortage  which  is  likely  to 
become  more  acute.  The  reauthorization  proposal  provides  for  the 
retention  of  the  Science  Education  Directorate  at  a  level  of  $20.4 
million.  This  amount  includes  funds  for  personnel  improvement  in 
the  form  of  fellowships,  faculty  workshops  and  women  and  minor- 
ities programs  as  well  as  for  resource  improvement  and  undergrad- 
uate assistance. 

The  proposal  also  provides  funds  for  the  implementation  of  the 
new  women  and  minorities  program  which  is  designed  to  tap  the 
interest  and  undeveloped  expertise  of  these  groups  of  citizens  who 
could  contribute  a  great  deal  to  our  national  scientific  enterprise. 

Another  priority  which  did  not  go  unrecognized  in  this  proposal 
is  the  necessity  for  replacing  and  upgrading  instrumentation.  Our 
research  institutions  are  faced  with  the  rapidly  advancing  obsoles- 
cence of  laboratory  equipment  and  facilities.  Not  only  is  this  situa- 
tion detrimental  to  quality  research  and  experimentation,  but  it 
hampers  the  instruction  of  students  who  cannot  learn  without 
state-of-the-art  instruments.  There  is  a  small  amount  contained  for 
a  start-up  program  in  instrumentation. 

Additionally,  the  reauthorization  recognizes  the  importance  and 
success  of  other  elements  of  NSF  and  those  which  have  the  support 
of  many  non-scientific  organizations.  These  programs,  which  are 
reasonably  funded  in  this  proposal  are  the  International  programs, 
intergovernmental  and  Public  Service  programs,  the  Small  Busi- 
ness Innovation  Reserach  program,  and  the  Experimental  Program 
to  Stimulate  Competitive  Research.  Each  of  these  programs  con- 
tributes to  our  American  scientific  and  technological  capability  in 
very  specific  ways. 

Subcommittee  on  Alcoholism  and  Drug  Abuse 


RECONCILIATION  SUMMARY— FISCAL  YEAR  1982 

[In  millions  of  dollars] 


Subcommittee  programs  affecting  reconciliation 

Current  policy 
(budget 
authority) 

L  &  HR 
authorization 
level 

Authorizations 
reductiions  from 
current  policy 

Alcohol  and  Drug  Abuse  Health  Services  (551)  

355.9 

1  205.5 

-120.4 

2  30.0 

Alcohol  and  drug  abuse  research  

  79.8 

2  75.0 

-4.8 

Total  

435.7 

310.5 

-125.2 

1  Block  grant. 

2  S.  755. 


Committee  Report  Language  to  Accompany  Recommendations 
of  the  Subcommittee  on  Alcoholism  and  Drug  Abuse 

Alcohol  and  drug  abuse  health  services 

Authorizations  for  1982  for  alcohol  and  drug  abuse  health  serv- 
ices are  to  be  consistent  with  the  spending  level  recommended  by 
the  President.  The  bulk  of  the  funds  ($205.5  million)  are  to  be 
channeled  via  the  Health  Services  Block  Grant  framework,  reserv- 
ing to  the  States  the  greatest  flexibility  and  authority  possible.  A 
much  smaller,  separate  authorization  ($30  million)  is  provided  for 
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programs  appropriate  to  the  Federal  level,  including  demonstration 
programming,  technical  assistance,  national  prevention  activities 
and  related  functions.  Block  grant  funding  will  mean  that  unneces- 
sary Federal  bureaucratic  demands  are  eliminated,  and  the  States 
should  therefore  be  able  to  deliver  essential  services  despite  the 
overall  funding  reduction  necessitated  by  current  economic  condi- 
tions. Furthermore,  the  separate  authorization  for  certain  activities 
which  are  national  in  scope,  including  demonstrations,  is  important 
as  a  means  of  encouraging  the  development  of  new  and  more 
effective  alcohol  and  drug  abuse  prevention,  treatment  and  reha- 
bilitation programs. 

Although  funding  levels  for  the  relevant  block  grant  and  demon- 
stration programming  are  to  be  considered  as  part  of  the  reconcili- 
ation process,  separate  legislation,  S.  755  and  S.  1027,  now  pending 
before  the  Committee  on  Labor  and  Human  Resources  will  provide 
a  more  detailed  treatment  of  these  functions. 

Alcohol  and  drug  abuse  health  research 

Funding  levels  for  research  programs  under  the  jurisdiction  of 
the  National  Institute  on  Alcohol  Abuse  and  Alcoholism,  and  the 
National  Institute  on  Drug  Abuse  are  set  at  the  highest  levels 
possible  given  the  state  of  the  national  economy  and  the  concern 
over  uncontrolled  Federal  spending. 

Continued  research  efforts  at  the  national  level  are  critical,  espe- 
cially given  the  seriousness  of  the  substance  abuse  problem.  In 
times  of  limited  funding,  the  Institutes  on  Alcohol  Abuse  and  Alco- 
holism and  on  Drug  Abuse  must  make  every  effort  to  support  only 
research  projects  of  the  highest  quality  and  the  greatest  promise. 

Alcohol  and  Drug  Abuse  Education  Act 

Consistent  with  the  President's  recommendations  for  spending 
levels,  the  Alcohol  and  Drug  Abuse  Education  Act  is  being  reauth- 
orized for  $2.25  million  for  fiscal  year  1982.  Although  the  Adminis- 
tration proposed  that  this  program  be  included  in  the  Education 
Block  Grant  with  the  support  of  the  Chairman  of  the  Alcohol  and 
Drug  Abuse  Subcommittee,  the  Education  Subcommittee  is  propos- 
ing categorical  reauthorizations  for  the  remaining  education  pro- 
grams scheduled  for  the  block  grant  as  part  of  the  reconciliation 
process. 

In  light  of  the  categorical  reauthorization  of  the  education  pro- 
grams it  is  important  that  Alcohol  and  Drug  Abuse  Education 
continue  to  focus  a  National  effort  on  the  need  to  prepare  young 
people  to  face  decisions  on  substance  abuse.  The  Subcommittee 
held  hearings  on  April  6,  1981  to  evaluate  the  program  and  found 
that  it  has  met  with  some  success  in  gaining  local  support  for  the 
institution  of  varied  drug  and  alcohol  abuse  prevention  program- 
ming. We  therefore  believe  that  a  priority  must  be  established  to 
meet  the  growing  problem  of  substance  abuse  in  this  country; 
consequently  this  program  should  be  reauthorized  for  one  year. 
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Education,  Arts  and  Humanities  Subcommittee 
RECONCILIATION  SUMMARY-DISCRETIONARY  PROGRAMS 


[In  millions  of  dollars] 


Current  policy 

L  &  HR 
authorization  level 

Authorization 

Subcommittee  programs  affecting  reconciliation 

(budget 
authority) 

reductions  from 
current  policy 

FISCAL  YEAR  1981 

1  DIICU 

i  n 

U.o 

—  \}.t 
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3  iii  a 
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53  Ellender  fellowship  
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54  Educational  TV  
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5.0 
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-1.0 

57  Biomed.  science  

3.0 

3.0 

0 

58  NEA  

159.1 

159.1 

0 

59  NEH  

151.3 

151.7 

+  0.4 

60  Dept.  management  

227.4 

243.1 

+  15.7 
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RECONCILIATION  SUMMARY— DISCRETIONARY  PROGRAMS— Continued 

[In  millions  of  dollars] 


Current  policy  ,  o  HR  Authorization 

Subcommittee  programs  affecting  reconciliation  (budget         ,„*t,nri-,,tin„  ia„ai     reductions  from 

authority)       authorization  level      curren(  po||Cy 


61  Inspector  general   11.5 

62  Overseas  education  research  and  training   3.0 

63  OCR   49.2 

64  Cuban  and  Haitian  reception   167.1 

65  C  &  H  domestic  aid   90.0 

66  Indochinese  refugee  aid   690.4 

67  Legal  clinical  experience   3.0 

68  Sea  grant  colleges   40.4 

69  Legal  training  for  the  disadvantaged   1.0 

Total   1  13,204.2 

FISCAL  YEAR  1982 

1  PUSH  

2  ESEA  title  1   3,917.1 

3  Basic  skills  

4  Natioal  diffusion  

5  Cities  in  schools  

6  Law-related  ed  

7  Metric  

8  Arts  in  education  

9  Consumer  education  

10  School  libraries  

11  ESEA  IV-C  

12  ESEA  V-B  

13  ESEA  and  civil  rights  

14  Bilingual   194.0 

15  Community  schools  

16  Gifted  and  talented  

17  Women's  ed  equity  

18  Ethnic  heritage  

19  HEA  I  :   0 

20  College  libraries   5.4 

21  Library  training   1.3 

22  Research  libraries   6.5 

23  HEA  III   162.7 

24  Pell  grants   3,177.9 

25  SEOG   403.4 

26  SSIG   83.6 

27  TRIO   177.7 

28  Migrant  education   7.7 

29  VCIP   0 

31  College  work  study   599.6 

33  Teacher  corps  

34  Teacher  centers  

35  International  ed   33.9 

36  Construction  interest  subsidy   27.0 

37  Higher  ed  facilities  loan  fund   2.9 

38  Co-op  ed   24.4 

39  Graduate  support   18.5 

40  FIPSE   16.9 

41  Impact  aid   866.3 

42  Vocational  education  ,   870.0 

43  Adult  education   140.3 

44  Career  ed   15.5 

45  NIE   76.7 

46  NCES   10:2 

47  IMS   13.9 

48  Howard  University   145.8 

49  Land  grant  aid   0 

50  Public  libraries   81.2 

51  Follow  through  


11.5 
3.0 
51.9 
157.1 
96.0 
596.5 
0 

39.0 
1.0 


11,122.8 


0 
0 

+  2.7 
-10.0 
+  6.0 
-93.9 
0 

-1.4 
0 


2,081. 


2BG   

3,348.0  -569.1 

BG   

BG   

BG   

BG   

BG   

BG   

BG   

BG   

BG   

BG   

BG   

163.0  -31.0 

BG   

BG   

BG   

BG   

0  0 

5.0  -0.4 

1.2  -0.1 

8.0  +1.5 

129.6  -33.1 

2,820.0  -357.0 

400.0  -3.4 

76.7  -6.9 

169.5  -8.2 

7.5  -0.2 
0  0 

550.0  -49.6 

BG   

BG   

22.0  -11.9 

25.0  -3.0 

1.8  -1.1 

18.4  -6.0 
19.0  +0.5 
15.0  -1.9 

200.0  -666.3 

735.0  -  135.0 

122.0  -18.3 

0  -15.5 

60.0  -16.7 

8.9  -1.3 

9.6  -4.3 
134.0  -11.8 

2.8  +2.8 

84.5  +3.3 
BG   
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RECONCILIATION  SUMMARY— DISCRETIONARY  PROGRAMS— Continued 

[In  millions  of  dollars] 


Current  policy  ,  &  HR  Authorization 

Subcommittee  programs  affecting  reconciliation  (budget         a,,thnri7ttinn  i«/oi     reductions  from 

authority)        authorization  level      curren,  pQ||Cy 


0 

+  1.0 
-0.5 

.._ 

-3.2 
-53.1 
-50.7 
-48.2 
+  11.0 
-2.2 
-5.7 
+  20.0 
-48.0 
-291.6 
0 

-5.1 
-1.5 
-254.8 


2,676.1 


52  General  aid  to  Virgin  Islands                                                      0  0 

53  Ellender  fellowship                                                               0  1.0 

54  Educational  TV                                                                  6.5  6.0 

55  Pre-college  science  training   BG 

56  Minority  institution  science  improvement                                            4.6  4.0 

57  Biomed.  science                                                                 3.2  0 

58  NEA                                                                            172.4  119.3 

59  NEH                                                                            164.4  113.7 

60  Dept.  management                                                          259.1  210.9 

61  Inspector  general                                                                0  11.0 

62  Overseas  education  research  and  training                                         3.2  1.0 

63  OCR                                                                             53.7  48.0 

64  Cuban  and  Haitian  reception                                                     0  20.0 

65  C  &  H  Domestic  aid                                                          88.0  40.0 

66  Indochinese  refugee  aid                                                        652.2  360.6 

67  Legal  clinical  experience                                                        0  0 

68  Sea  grant  colleges                                                              40.1  35.0 

69  Urban  grants                                                                    1.5  0 

70  Block  grants   839J)  584.2 

Total   1  13,367.4        1  10,691.3 

FISCAL  YEAR  1983 

1  PUSH   BG   

2  ESEA  title  1                                                                     4,327.5  3,348.0  -979.5 

3  Basic  skills   BG   

4  National  diffusion   BG   

5  Cities  in  schools   BG   

6  Law-related  ed   BG   

7  Metric   BG   

8  Arts  in  education   BG   

9  Consumer  education   BG   

10  School  libraries   BG   

11  ESEA  IV-C   BG   „  

12  ESEA  V-B   BG   

13  ESAA  and  civil  rights   BG   

14  Bilingual                                                                      215.0  163.0  -52.0 

15  Community  schools   BG   

16  Gifted  and  talented   BG   

17  Women's  ed  equity   BG   

18  Ethnic  heritage   BG   

19  HEA 1                                                                          0  0  0 

20  College  libraries                                                               5.9  5.0  -0.9 

21  Library  training                                                                  1.4  1.2  -0.2 

22  Research  libraries                                                              7.1  8.0  +0.9 

23  HEA  III                                                                          176.4  129.6  -46.8 

24  Pell  grants                                                                  3,431.0  3,000.0  -431.0 

25  SEOG                                                                           435.6  400.0  -35.6 

26  SSIG                                                                             90.3  76.7  -13.6 

27  TRIO                                                                            192.6  186.0  -6.6 

28  Migrant  education                                                             8.5  7.6  -0.9 

29  VCIP                                                                           0  0  0 

31  College  work  study                                                            647.3  550.0  -97.3 

33  Teacher  corps   BG   

34  Teacher  centers   BG   

35  International  ed                                                                37.0  22.0  -15.0 

36  Construction  interest  subsidy                                                     29.7  25.0  -4.7 

37  Higher  ed  facilities  loan  fund                                                      2.9  1.8  -1.1 

38  Co-op  ed                                                                      26.3  18.4  -7.9 

39  Graduate  support                                                               20.0  19.0  -1.0 

40  FIPSE                                                                            18.7  15.0  -3.7 

41  Impact  aid                                                                    938.7  200.0  -738.8 
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RECONCILIATION  SUMMARY-DISCRETIONARY  PROGRAIVIS— Continued 

[In  millions  of  dollars] 


Current  policy  ,  „  HR  Authorization 

Subcommittee  programs  affecting  reconciliation  (budget         ,„thnri7^«nn  iD„Di     reductions  from 

authority)        authorization  level      mm{  po|jcy 


42  Vocational  education  

  941.7 

735.0 

-206.7 

43  Adult  education  

  151.9 

122.0 

-29.9 

44  Career  ed  

  17.1 

0 

-17.1 

45  NIE  

  85.6 

60.0 

-25.6 

46  NCES  

  11.4 

8.9 

-2.5 

47  IMS  

  14.9 

9.6 

-5.3 

48  Howard  University  

  157.2 

134.0 

-23.2 

49  Land  grant  aid  

  0 

2.8 

+  2.8 

50  Public  libraries  

  87.7 

84.5 

-3.2 

51  Follow  through  

BG 

52  General  aid  to  Virgin  Islands  

  0 

0 

0 

53  Ellender  fellowship  

  0 

1.0 

+  1.0 

54  Educational  TV  

  7.1 

6.0 

-1.1 

55  Pre-college  science  training  

BG 

56  Minority  institution  science  improvement  

  5.1 

4.0 

-1.1 

57  Biomed.  science  

  3.4 

0 

-3.4 

58  NEA  

  184.4 

119.3 

-65.1 

59  NEH  

  175.8 

113.7 

-62.1 

60  Dept.  management  

  268.2 

210.9 

-57.3 

61  Inspector  general  

  0 

11.0 

+  11.0 

62  Overseas  education  research  and  training  

  3.5 

1.0 

-2.5 

63  OCR  

  55.7 

48.0 

-7.7 

64  Cuban  and  Haitian  reception  

  0 

0 

0 

65  C  &  H  domestic  aid  

  53.0 

30.0 

-23.0 

66  Indochinese  refugee  aid  

  636.0 

200.0 

-436.0 

67  Legal  clinical  experience  

  0 

0 

0 

68  Sea  grant  colleges  

  35.0 

35.0 

0 

69  Block  grant  

  914.1 

583.9 

-330.2 

Total  

  1  14,420.7 

1  10,696.9 

1  -3,723.8 

1  Total  may  not  add  up  due  to  rounding  and  current  policy  projections  at  the  program  level. 

2  BG  is  an  abbreviation  for  Block  Grant. 


ENTITLEMENT  PROGRAMS 

[In  millions  of  dollars] 


Subcommittee  programs  affecting  reconciliation 

Current  policy 
(outlays) 

L  &  HR 
authorization 
level 

Authorization 
reductions  from 
current  policy 

FISCAL  YEAR  1982 

GSL 

3,006.0 

2,505.0 

-501.0 

FISCAL  YEAR  1983 

GSL 

3,525.0 

2,679.0 

-846.0 

Report  Language  To  Accompany  the  Education,  Arts  and 
Humanities  Reconciliation  Amendments 

The  recommendations  of  the  Committee  with  regard  to  the  edu- 
cation, arts  and  humanities  program  within  its  jurisdication  are 
divided  into  two  parts.  Part  B  contains  the  amendments  adopted  by 
the  Committee  in  order  to  comply  with  the  reductions  in  authoriza- 
tions of  appropriations  required  by  House  Concurrent  Resolution 
115.  Part  C  contains  the  Elementary  and  Secondary  Education 
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Program  Consolidation  and  Improvement  Act  which,  along  with 
requiring  reduced  authorization  levels  for  the  programs  which 
have  been  consolidated,  will  accomplish  significant  streamlining 
and  consolidation  of  Federal  education  law  and  programs,  at  the 
same  time  assuring  that  the  educational  needs  of  handicapped, 
economically  disadvantaged,  and  educationally  deprived  children 
are  met. 

Funding  reductions  have  been  recommended  for  almost  all  of  the 
education  and  cultural  affairs  programs  in  order  to  comply  with 
the  instruction  of  the  Reconciliation  Resolution,  but  these  reduc- 
tions have  been  considered  on  an  item-by-item  basis.  The  Commit- 
tee has  included  greater  funding  for  those  programs  which  it  feels 
should  be  of  the  highest  priority  such  as  Title  I  of  the  Elementary 
and  Secondary  Education  Act,  Pell  Grants,  aid  to  public  libraries, 
graduate  student  support,  the  TRIO  program,  and  the  adult  educa- 
tion program. 

Impact  Aid 

The  Committee  recommends  funding  of  the  Impact  Aid  (School 
Assistance  in  Federally  Affected  Areas)  program  in  fiscal  year  in 

1981  at  the  appropriated  level,  and  at  $200  million  in  fiscal  year 

1982  and  fiscal  year  1983.  The  Committee  bill  includes  provisons  to 
continue  funding  of  "A"  category  children  and  "B"  category  chil- 
dren residing  in  Federally-subsidized  low-income  housing  at  propor- 
tionately reduced  levels  of  entitlement  to  reflect  reduced  levels  of 
funding.  Payments  for  "B"  category  children  other  than  those  in 
low-income  housing  are  eliminated. 

The  Committee's  action  is  based  upon  the  continued  need  to 
ensure  that  limited  Federal  resources  for  elementary  and  second- 
ary education  should  be  highly  targeted  to  the  most  economically 
and  educationally  disadvantaged  students.  In  adopting  the  block 
grant  approach,  these  children's  educational  needs  have  been  pro- 
tected. 

The  Impact  Aid  program,  while  providing  payments  to  school 
districts  for  the  presence  of  Federally-impacted  children,  does  not 
direct  funds  to  these  children  and  is,  hence,  completely  untargeted. 
The  Committee  determined,  nevertheless,  that  a  modicum  of  fund- 
ing should  remain  for  the  program. 

The  Committee  recognizes  that  it  is  extremely  important  to  pro- 
vide for  the  educational  needs  of  children  resident  on  Federal 
military  bases,  where  the  exemption  of  these  facilities  from  proper- 
ty taxes  substantially  limits  the  ability  of  school  districts  to  provide 
an  adequate  education  for  dependents  of  military  personnel.  It  is 
furthermore  imperative,  if  we  are  to  provide  for  adequate  recruit- 
ment in  the  military,  to  afford  appropriate  educational  opportuni- 
ties to  dependents  of  military  personnel  through  school  systems 
associated  with  military  bases.  Thus,  this  Committee  would  hope 
that  continued  funding  of  the  Impact  Aid  program  for  military 
base  children  in  both  the  current  "A"  and  "B"  category  might  be 
provided  through  the  military  budget.  It  is  the  understanding  of 
the  Committee  that  the  Secretaries  of  Defense  and  Education  have 
discussed  such  a  possiblity,  and  we  would  hope  that  this  Committee 
might  consider  such  a  proposal  at  the  earliest  possible  opportunity, 
in  conjunction  with  the  Committee  on  Armed  Services. 
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Similarly,  as  the  Impact  Aid  program  affects  the  education  of 
Indian  children  accociated  with  Federal  installations,  it  would  be 
useful  if  the  Select  Committe  on  Indian  Affairs  could  be  party  to 
these  discussions.  For  example,  as  States  and  school  districts  are 
compensated  for  the  present  of  Indian  children  under  the  Johnson- 
O'Malley  Act,  there  might  be  made  an  additional  payment  under 
that  Act  for  high  concentrations  of  these  children,  as  in  so-called 
'Super-A'  districts. 

Student  Achievement 

The  Committee  recognizes  that  there  is  a  need  for  national-level 
information  on  the  changing  status  of  student  academic  perform- 
ance. Reports  on  special  student  populations  will  be  most  critical  as 
the  delivery  of  services  is  being  restructured.  The  National  Assess- 
ment of  Educational  Progress  has  been  providing  these  data  in  a 
technically  competent  and  useful  manner.  To  ensure  the  continu- 
ing availability  of  this  information  the  Committee  provides  the 
Secretary  of  Education  with  the  flexibility  to  fund  the  Assessment 
through  any  appropriate  line  item  in  the  Department's  budget.  The 
Committee  expects  the  Secretary  to  allocate  funds  to  the  National 
Assessment  program  at  a  level  necessary  to:  (a)  maintain  the  cur- 
rent level  of  program  efforts,  and  (b)  restore  activities  designed  to 
assist  SEA's  and  LEA's  in  the  delivery  of  services  to  individual 
students. 

Student  Aid  Programs 
pell  grants 

The  Committee's  recommendation  respecting  the  Pell  Grant  pro- 
gram includes  a  ceiling  on  Pell  Grant  authorizations  of  fiscal  year 
1982— $2,820  billion  and  fiscal  year  1983— $3,000  billion.  As  the 
Pell  Grant  program  has  worked  as  a  quasi-entitlement,  such  an 
authorization  ceiling  could  result  in  substantial  reductions  in 
awards  to  the  neediest  students.  Thus,  the  Committee  bill  includes 
a  provision  allowing  the  Secretary  of  Education,  if  he  cannot  meet 
the  ceilings  under  the  provisions  of  existing  law,  to  request  of 
Congress  a  waiver  of  the  provisions  of  the  program  by  specifying 
which  provisions  are  to  be  waived,  and  the  reasons  for  the  waiver. 
Congress  then  has  30  days  to  approve  of  the  waiver. 

STUDENT  LOANS 

The  reconciliation  instruction  directs  the  Committee  to  achieve 
substantial  entitlement  savings  in  the  Guaranteed  Student  Loan 
program.  The  Committee  has  reported  changes  in  GSL  to  reach, 
according  to  the  Congressional  Budget  Office,  the  following  savings 
from  current  policy  levels: 
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[In  millions  of  dollars] 


1981 

Fiscal  years 
1982 

1983 

1984 

  163 

525 

1,003 

1,658 

501 

846 

1,501 

The  basic  policy  changes  to  achieve  this  level  of  savings  in  GSL 
which  the  Committee  recommends  are: 

1.  To  require  students  to  pay  an  origination  fee  of  5  percent 
of  the  annual  loan  amount,  to  be  held  by  the  lending  institu- 
tion to  offset  lender  billing  to  the  Federal  government  of  the 
special  allowance  payment — for  loans  made  on  or  after  July  1, 
1981. 

2.  To  establish  an  income  threshold  of  $25,000  adjusted  gross 
family  income,  below  which  all  students  are  considered  eligi- 
ble, above  which  students  must  undergo  needs  analysis  to  re- 
ceive a  subsidized  loan  in  the  amount  of  remaining  need.  Need 
is  defined  as  Cost  of  attendance  minus  (expected  family  contri- 
bution plus  other  sources  of  student  assistance).  The  needs  test 
is  to  go  into  effect  for  loans  made  on  or  after  October  1,  1981. 

3.  To  raise  the  interest  rate  on  parental  loans  from  9  percent 
to  14  percent,  unless  the  91-day  Treasury  bill  rate  falls  below 
14  percent,  at  which  time  the  rate  on  parental  loans  is  12 
percent.  Graduate  students  and  spouses  may  borrow  under  the 
parental  loan  program.  The  interest  rate  change  is  to  take 
effect  for  loans  made  on  or  after  July  1,  1981. 

4.  To  raise  the  interest  rate  on  the  National  Direct  Student 
Loans  (NDSL)  from  4  percent  to  7  percent  for  loans  made  on  or 
after  October  1,  1981. 

With  respect  to  the  determination  of  what  constitutes  student 
financial  assistance  "reasonably  available  to  the  student",  it  is  not 
the  Committee's  intent  that  students  attending  medical  schools 
first  exhaust  their  ability  to  borrow  under  the  Health  Education 
Assistance  Loan  (HEAL)  program  prior  to  resorting  to  the  GSL 
program. 

The  submission  of  a  separate  schedule  of  expected  family  contri- 
butions by  the  Secretary  of  Education  for  GSL  needs  analysis  will 
afford  this  Committee  and  the  House  Education  and  Labor  Com- 
mittee the  opportunity  to  review  and  approve  the  schedule.  This 
schedule  may  be  the  same  as  that  for  the  Pell  Grant  and  campus- 
based  programs,  but  it  is  the  hope  of  this  Committee  that  a  more 
simplified  needs  analysis  system  may  be  implemented  for  the  GSL 
program.  For  example,  it  is  the  intent  of  the  Committee  that  the 
assets  of  farm  families  be  treated  more  liberally  in  GSL  needs 
analysis  than  is  now  the  case  for  Pell  Grants,  in  order  to  ensure 
that  students  from  farm  families  are  not  precluded  from  particpat- 
ing  in  the  GSL  program. 

This  proposal  to  modify  the  GSL  program  will  maintain  a  viable 
system  of  student  loans  through  the  private  capital  market,  and 
was  arrived  at  through  considerable  discussion  with  students,  the 
higher  education  community,  lending  institutions,  and  State  loan 
guarantee  agencies.  While  we  are  deeply  concerned  that  the  Com- 
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mittee  recommendation  will  require  greater  financial  effort  on  the 
part  of  students  and  their  families  to  contribute  to  the  operation  of 
the  GSL  program,  it  is  critical  that  there  be  a  GSL  program  to 
which  students  may  turn  to  help  finance  their  higher  education. 
The  Committee  firmly  believes,  based  on  unanimous  testimony 
heard  by  the  Subcommittee  on  Education,  Arts  and  Humanities  on 
May  11,  1981,  from  lenders  and  others,  that  elimination  of  the  in- 
school  interest  subsidy  from  the  Federal  government  would  result 
in  a  precipitous  and  progressive  drop  in  lender  participation,  and 
would  ensure  unreasonable  burdens  of  debt,  above  that  imposed  by 
the  5  percent  origination  fee,  particularly  for  those  who  proceed 
from  undergraduate  to  graduate  study. 

Finally,  with  respect  to  out-year  savings,  as  the  largest  compo- 
nent of  GSL  program  costs — the  special  allowance — is  based  on 
interest  rates  on  91-day  Treasury  bills,  which  have  been  extremely 
volatile  and  unpredictable,  it  is  extremely  difficult  to  predict  future 
costs  of  the  program  for  fiscal  year  1983  and  fiscal  year  1984.  We 
have  attempted  to  substantially  restrain  spending  in  GSL  through 
the  elimination  of  convenience  borrowing  by  non-needy  students 
and  families  and  requiring  an  origination  payment  from  the  stu- 
dent to  defray  the  cost  to  the  taxpayers  of  the  uncontrollable 
special  allowance.  The  Committee  members  believe  that  this  repre- 
sents the  best  posssible  approach  to  meet  the  required  savings,  and 
the  only  approach  which  assures  the  continued  existence  of  a 
viable  Guaranteed  Student  Loan  program. 

Elementary  and  Secondary  Education  Block  Grant 

introduction 

For  many  years,  the  need  to  simplify  federal  education  laws  and 
regulations  has  been  a  priority  of  many  education  officials  at  var- 
ious levels  of  government.  Reacting  to  that  concern,  the  Commit- 
tee, through  its  Subcommittee  on  Education,  Arts  and  Humanities, 
conducted  hearings  on  education  program  consolidation  on  May  7 
and  8,  1981.  At  that  time,  testimony  was  heard  from  Administra- 
tion witnesses,  chief  state  school  officers,  legislators,  and  repre- 
sentatives of  several  groups  concerned  about  the  education  of 
handicapped  and  disadvantaged  children. 

The  backdrop  for  these  hearings  was  S.  1103,  the  Elementary 
and  Secondary  Consolidation  Act,  which  was  submitted  to  Congress 
by  the  Administration  and  introduced  by  Senator  Hatch. 

In  its  investigation  of  the  issues  raised  by  S.  1103,  the  primary 
concern  of  the  Committee  was  the  placement  of  handicapped  chil- 
dren in  the  same  block  grant  as  the  educationally  disadvantaged. 
This  fear  was  shared  by  others  outside  the  Committee  as  well. 

For  instance,  one  chief  state  school  officer  testified: 

There  are,  however,  several  critical  issues  in  the  Admin- 
istration's bill  we  must  take  exception  to  .  .  .  the  Admin- 
istration's consolidation  legislation  consolidates  programs 
for  the  disadvantaged  and  the  handicapped.  Both  of  these 
programs  are  important  federal  priorities.  By  placing  them 
in  the  block  grant,  the  local  superintendents  and  local 
boards  of  education  must  make  very  difficult  decisions  to 
determine  the  amount  of  funds  spent  for  those  priorities. 
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Objections  also  were  raised  by  educators  about  the  fate  of  Title  I 
of  the  Elementary  and  Secondary  Education  Act  of  1965.  In  their 
view,  Title  I  needed  and  deserved  separate  treatment.  As  one  Ver- 
mont superintendent  wrote: 

In  my  opinion,  the  federal  program  which  has  been  of 
greatest  value  to  students  in  our  public  schools  is  ESEA, 
Title  I. 

Having  considered  these  and  other  opinions,  the  Committee 
acted  to  preserve  the  separate  nature  of  Public  Law  94-142  and 
Title  I  of  E.S.E.A.  of  1965  while  simultaneously  promoting  simplifi- 
cation of  Title  I  and  considerable  consolidation  of  many  smaller 
education  programs.  The  result  is  the  "Elementary  and  Secondary 
Education  Consolidation  and  Improvement  Act  of  1981." 

EXPLANATION 

Part  C,  the  Elementary  and  Secondary  Block  Grant,  is  designed 
to  simplify  and  consolidate  the  administration  of  Federal  elemen- 
tary and  secondary  education  programs  authorized  under  the  Ele- 
mentary and  Secondary  Education  Act  of  1965  and  other  Federal 
education  statutes.  The  intent  is  to  eliminate  unnecessary  paper- 
work and  undue  Federal  interference  in  the  operation  of  State  and 
local  educational  agencies. 

Subpart  1  contains  provisions  that  will  ease  the  administrative 
burden  on  State  and  local  educational  agencies  in  their  efforts  to 
provide  services  and  programs  for  educationally  disadvantaged 
children,  served  by  title  I  of  the  Elementary  and  Secondary  Educa- 
tion Act.  The  current  distribution  formula  will  be  retained,  but 
reductions  are  made  in  the  maximum  amount  of  funds  that  may  be 
used  for  State  administration  of  the  program. 

Various  provisions  have  been  included  to  simplify  administrative 
and  program  requirements  in  current  law.  Federal  regulations  will 
be  reduced  as  they  pertain  to  target  schools,  identification  of  chil- 
dren to  be  served,  and  planning  procedures.  Provisions  have  been 
included  to  require  an  annual  assessment  of  educational  needs  of 
the  target  children  and  an  evaluation  of  the  program's  effective- 
ness including  measures  of  educational  achievement  in  the  basic 
skills  and  a  determination  of  whether  improved  performance  is 
sustained  over  a  period  of  more  than  one  year. 

Provisions  for  fiscal  accountability,  with  some  modifications, 
have  been  retained  to  assure  that  funds  are  expended  for  the 
intended  purposes.  Maintenance  of  effort  provisions  require  that 
expenditures  be  at  least  90  percent  of  the  level  for  the  second  prior 
fiscal  year.  If  that  level  is  not  reached,  a  pro  rata  reduction  will  be 
made  in  the  payment.  Futhermore,  by  adding  that  "no  such  lesser 
amount  shall  be  used  for  computing  the  effort  under  paragraph  (1) 
for  subsequent  years,"  the  Committee  is  ensuring  that  reductions 
allowed  in  maintenance-of-effort  cannot  be  used  as  benchmarks  for 
future  reductions  in  effort.  To  permit  such  a  "cascading  waterfall" 
of  declining  effort  is  contrary  to  Federal  policy.  Requirements  that 
the  Federal  funds  be  used  to  supplement  State  and  local  funds  also 
have  been  retained.  Provisions  to  ensure  comparability  of  services 
between  target  children  and  other  children  have  been  included. 
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Subparts  1  and  2  both  contain  provisions  to  ensure  that  private 
school  children  have  access  to  the  programs  and  activities  conduct- 
ed by  local  school  districts.  If  children  are  not  provided  with  access 
to  the  program,  provisions  are  made  for  bypass  funding  in  much 
the  same  manner  as  under  present  law. 

The  Committee  emphasizes  that  the  fundamental  elements  of 
Title  I  are  retained  in  law  by  subpart  1,  subsection  1121-3(a)  and 
(b). 

Subpart  2  combines  approximately  30  existing  Federal  programs 
into  three  subchapters  that  are  to  be  used  as  guides  in  planning  by 
State  and  local  educational  agencies.  Funds  are  allocated  to  the 
State  educational  agency  on  the  basis  of  school  age  population, 
with  each  State  receiving  a  minimum  grant  of  0.6  percent  of  the 
appropriation. 

In  planning  for  the  administration  of  the  program,  the  State 
educational  agency  is  to  provide  for  continual  and  active  consulta- 
tion with  a  broadly  representative  State-level  advisory  committee 
appointed  by  the  Governor. 

The  Committee  assumes  that  State  boards  of  education  will  have 
ample  opportunity  to  participate  in  the  advisory  process.  No  men- 
tion is  made  of  local  educational  agency  advisory  committees,  and 
the  Committee  considers  the  use  and  role  of  advisory  committees  to 
be  purely  a  matter  of  local  discretion. 

At  least  80  percent  of  the  funds  under  this  subpart  are  to  be 
allocated  directly  to  local  educational  agencies  on  a  needs  basis  as 
described  in  the  legislation.  Since  funds  previously  earmarked  by 
school  desegregation  assistance  have  been  consolidated  into  this 
subpart,  the  Committee  expects  that  recognition  of  additional  costs 
incurred  by  the  efforts  to  alleviate  the  isolation  of  minority  group 
children  where  appropriate  will  be  included  among  the  needs  fac- 
tors considered  in  the  allocation  of  funds  to  local  educational  agen- 
cies. However,  consistent  with  existing  law,  such  funds  are  not  to 
be  used  for  the  transportation  of  students  or  teachers  or  for  acqui- 
sition of  pupil  transportation  equipment. 

(The  Committee  expects  that,  in  allocating  funds  for  desegrega- 
tion projects,  the  State  will  make  individual  awards  on  the  basis  of 
the  recentness  of  the  LEA's  qualifying  desegregation  plan,  and  on 
the  severity  and  likely  duration  of  the  educational  needs  addressed 
by  the  LEA's  proposed  activities,  taking  into  account  the  LEA's 
relative  access  to  other  resources  necessary  to  respond  to  the  spe- 
cial needs  arising  from  the  plan.  The  Committee  also  expects  that 
States  will  give  equal  consideration  to  plans  based  on  court  orders 
and  voluntary  plans.) 

The  three  program  subchapters  in  this  subpart  authorize  pro- 
grams for  basic  skills  development,  educational  improvement,  guid- 
ance and  counseling  activities,  State  leadership,  emergency  school 
assistance  for  school  children  involved  in  school  desegregation, 
teacher  training,  in-service  staff  development,  alcohol  and  drug 
abuse,  community  education,  and  various  special  projects  to  meet 
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the  special  educational  needs  of  school  children.  Even  though  this 
subpart  provides  for  three  program  subchapters,  these  divisions  are 
not  to  be  considered  as  suballocations  for  the  appropriation  for  this 
subpart.  The  divisions  are  for  planning  purposes  only,  and  the 
subpart  is  explicit  in  the  provision  that  local  educational  agencies 
are  to  have  nearly  complete  discretion,  subject  only  to  the  provi- 
sions of  the  subpart,  in  determining  how  that  funds  are  to  be 
divided  among  the  authorized  activities  in  accordance  with  the 
application.  The  intent  of  the  Committee  is  that  requirements  con- 
cerning the  State  and  local  plan  will  be  restricted  to  those  explicit- 
ly required  by  this  subpart. 

Up  to  five  percent  of  the  funds  under  subpart  2  may  be  used  at 
the  discretion  of  the  Secretary  for  national  dissemination  activities, 
research  and  demonstration  programs,  and  technical  assistance 
programs.  The  Secretary  is  directed  to  reserve  a  portion  of  these 
discretionary  funds  for  the  Inexpensive  Book  Distribution  (as  car- 
ried out  through  "Reading  Is  Fundamental")  and  Arts  in  Education 
programs  to  provide  funding  at  least  in  amounts  to  sustain  these 
activities  at  the  level  of  funding  for  fiscal  year  1981. 

As  part  of  the  Arts  in  Education  program,  the  National  Commit- 
tee, Arts  for  the  Handicapped  (NCAH),  serves  as  the  national 
coordinating  agency  for  the  development  and  implementation  of 
arts  programs  for  disabled  children  and  youth.  Because  of  the 
important  benefits  these  arts  programs  offer  to  Amercia's  40  mil- 
lion disabled  citizens,  as  well  as  the  important  benefits  offered  by 
other  programs  authorized  under  the  Arts  in  Education  program, 
the  Committee  has  directed  the  Secretary  to  continue  to  fund  these 
programs,  as  well  as  the  Reading  Is  Fundamental  program,  which 
has  worked  so  well. 

In  Section  1122-53  of  subpart  2,  the  Committee  listed  October  1, 
1981,  as  the  effective  repeal  date  for  those  programs  consolidated 
under  subpart  2.  The  Committee  intends  that,  this  repeal  notwith- 
standing program  authority  for  the  operation  of  those  programs 
consolidated  shall  be  continued  for  the  1981-1982  school  year  until 
implementation  of  the  block  grant. 

Subpart  3  contains  specific  provisions  concerning  the  power  of 
the  Secretary  to  issue  regulations.  Regulations  are  to  be  limited  to 
the  specific  provisions  of  the  legislation,  fiscal  accounting  for  funds, 
and  method  of  payment.  For  all  matters  relating  to  planning, 
developing,  implementing,  and  evaluating  programs,  the  Secretary 
is  instructed  to  refrain  from  issuing  regulations  and  is  to  limit  the 
Secretary's  and  the  Department's  role  to  consultative  services, 
technical  assistance,  and  suggested  guidelines.  The  Committee  has 
a  special  interest  in  this  provision  and  intends  to  scrutinize  regula- 
tions and  conduct  periodic  oversight  hearings  to  ensure  that  the 
intended  reductions  in  unnecessary  Federal  interference  and  the 
limitations  on  the  power  of  the  Secretary  and  the  Department  are 
carefully  observed. 
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Section-by-Section  Analysis 

part  c — elementary  and  secondary  education  block  grant 

1  'elementary  and  secondary  education  program 
consolidation  and  improvement  act" 

This  act  consolidates  and  simplifies  the  administration  of  Federal 
elementary  and  secondary  education  programs  authorized  by  the 
Elementary  and  Secondary  Education  Act  of  1965,  as  amended,  and 
other  federal  education  law,  in  order  to  eliminate  unnecessary 
paperwork  and  undue  Federal  interference  in  our  nation's  schools. 

SUBPART  1 — FINANCIAL  ASSISTANCE  TO  MEET  SPECIAL  EDUCATIONAL 
NEEDS  OF  DISADVANTAGED  CHILDREN 

Section  1121-1.    Declaration  of  policy 

The  declaration  of  policy  under  title  I  of  the  Elementary  and 
Secondary  Education  Act  of  1965  (ESEA)  is  modified  so  that  the 
provision  of  financial  assistance  to  State  educational  agencies 
(SEAs)  and  local  educational  agencies  LEAs)  to  meet  the  special 
needs  of  educationally  deprived  children  is  continued  but  the  Fed- 
eral requirements  are  reduced  to  eliminate  provisions  other  than 
those  necessary  for  fiscal  accountability. 

Section  1121-2.    Duration  of  assistance 

The  Secretary  shall  make  payments  to  SEAs  during  fiscal  years 
1982  through  1984  on  the  basis  of  entitlements  created  under 
ESEA  title  I,  as  in  effect  on  September  30,  1981.  Provisions  of 
ESEA  that  are  not  made  specifically  applicable  under  this  Part 
shall  not  be  applicable. 

Section  1121-3.    Applicability  of  title  I  provisions  of  law 

Payments  are  to  be  based  on  the  amount  and  eligibility  for 
grants  under  the  following  provisions  of  ESEA  title  I,  as  in  effect 
on  September  30,  1981: 

Subpart  1  (basic  grants)  and  subpart  2  (incentive  and  concen- 
tration grants)  of  Part  A  (programs  operated  by  LEAs);  and 
Subpart  1  (migratory),  subpart  2  (handicapped),  subpart  2 
(handicapped),  subpart  3  (neglected  and  delinquent),  and  sub- 
part 4  (general  provisions)  of  Part  B  (programs  operated  by 
State  agencies). 

The  Secretary  shall  continue  to  use  the  following  provisions  for 
making  payments  under  ESEA  title  I,  as  in  effect  on  September  30, 

1981: 

Part  E  (payments),  except  that  payments  for  State  adminis- 
tration shall  not  exceed  the  greater  of  1.0  percent  (instead  of 
1.5  percent)  or  $225,000;  and 

Part  F  (general  provisons),  sec.  197  (limitation  on  grants  to 
Puerto  Rico),  and  sec.  198  (definitions),  but  excluding  sec.  195 
(judicial  review)  and  sec.  196  (national  advisory  council). 

Section  1121-4-    Authorized  programs 

SEAs  and  LEAs  are  required  to  use  payments  made  under  this 
subpart  to  meet  the  special  educational  needs  of  educationally 
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deprived  children,  including  the  acquisition  of  equipment,  and, 
where  necessary,  the  construction  of  school  facilities.  State  agen- 
cies shall  use  funds  to  serve  children  counted  for  eligibility  under 
Part  B  of  ESEA  title  I.  LEAs  shall  use  funds  to  serve  educationally 
deprived  children  identified  through  an  annual  needs  assessment, 
and  as  indicated  in  an  application  submitted  to,  and  approved  by, 
the  SEA.  LEAs  are  thereby  provided  greater  flexibility  in  identify- 
ing the  children  to  be  served  and  in  designing  and  implementing 
programs  for  such  children. 

Section  1121-5.    Approval  of  applications 

In  order  to  receive  funds  under  this  subpart,  LEAs  must  have  an 
application  describing  the  programs  and  projects  to  be  conducted 
with  such  funds  for  a  period  not  to  exceed  three  years,  and  the 
application  must  be  approved  by  the  SEA.  An  LEA  application 
shall  be  approved  if  it  provides  assurances  satisfactory  to  the  SEA 
that  programs  and  projects  are  to  serve  educationally  deprived 
children  based  on  an  annual  assessment  of  educational  needs;  are 
of  sufficient  size,  scope,  and  quality  to  meet  such  needs;  will  be 
evaluated  in  terms  of  effectiveness  in  achieving  the  goals  set  for 
them;  and  make  provision  for  educationally  deprived  children  at- 
tending private  schools. 

Section   1121-6.    Participation   of  children   enrolled   in  private 
schools 

Services  for  children  attending  private  schools  are  identical  to 
those  required  under  ESEA  title  I. 

Section  1121-7.    General  provisions 

Subsection  (a)  contains  the  maintenance  of  effort  requirement  for 
LEAs  that  is  similar  to  the  provision  in  ESEA  title  I,  except  that: 
LEAs  must  maintain  at  least  90  percent  (instead  of  100  percent) 
the  fiscal  effort  of  the  second  preceding  fiscal  year;  SEAs  shall 
reduce  the  allocation  to  an  LEA  that  fails  to  meet  the  90  percent 
requirement  by  the  exact  proportion  by  which  the  LEA  failed  to 
meet  such  requirement;  and  the  SEA  may  waive  the  maintenance 
of  effort  requirement  for  one  fiscal  year  only  if  such  waiver  would 
be  equitable  due  to  exceptional  or  uncontrollable  circumstances. 

Subsection  (b)  modifies  the  supplement,  not  supplant  require- 
ment for  LEAs  in  ESEA  title  I  by  deleting  language  regarding 
State  phase-in  and  other  special  State-funded  programs  for  pur- 
poses similar  to  those  under  this  subpart. 

Subsection  (c)  requires  comparability  of  services  similar  to  the 
LEA  requirement  under  ESEA  title  I,  except  that  an  LEA  must 
provide  a  written  assurance  (instead  of  a  detailed  report)  to  the 
SEA  that  is  has  established  a  district-wide  salary  schedule  and  a 
policy  to  ensure  equivalence  among  schools  of  personnel  and  ex- 
penditures. 

Subsection  (d)  allows  for  the  exclusion  of  special  State  and  local 
program  funds  for  determining  LEA  compliance  with  the  require- 
ments for  excess  costs,  supplement,  not  supplant,  and  comparabil- 
ity of  services,  if  such  programs  are  consistent  with  the  purposes  of 
this  subpart. 
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Subsection  (e)  authorizes  the  allocation  of  funds  in  certain  States 
by  the  SEA  directly  to  LEAs,  without  regard  to  counties,  whenever 
a  large  number  of  LEAs  overlap  county  boundaries.  (ESEA  title  I 
requires  such  States  to  apply  to  the  Secretary  for  approval  for  such 
action,  and  excludes  concentration  grants  from  this  exception.) 

SUBPART  2 — CONSOLIDATION  OF  FEDERAL  PROGRAMS  FOR 
ELEMENTARY  AND  SECONDARY  EDUCATION 

Section  1122-1.    Statement  of  purpose 

This  new  subpart  consolidates  current  ESEA  titles  II,  III,  IV,  V, 
VI,  VIII,  and  IX  (basic  skills  improvement;  special  projects;  educa- 
tional improvement,  resources,  and  support;  State  leadership; 
emergency  school  assistance;  community  schools;  and  additional 
programs  such  as  gifted  and  talented  children,  educational  profi- 
ciency standards,  women's  educational  equity,  special  grants  for 
safe  schools,  and  ethnic  heritage  program).  Alcohol  and  Drug 
Abuse  Act,  part  A  (Teacher  Corps)  and  section  532  (Teacher  Cen- 
ters) of  title  V  of  the  Higher  Education  Act,  part  B  of  title  V  of  the 
Economic  Opportunity  Act  of  1964  (Follow  Through),  and  section 
3(a)(1)  of  the  National  Science  Foundation  Act  of  1950  (pre-college 
science  teacher  training)  are  also  consolidated  into  this  subpart. 
Subpart  2  contins  three  program  subchapters — basic  skills  develop- 
ment, educational  improvement  and  support  services,  and  special 
projects — and  two  general  subchapters — Secretary's  discretionary 
funds  and  general  provisions.  Funds  are  authorized  for  the  same 
purposes  as  set  forth  in  the  previous  titles,  but  educational  needs 
and  priorities  are  determined  by  SEAs  and  LEAs.  The  intent  of  the 
legislation  is  (1)  to  vest  greater  power  for  program  administration 
with  SEAs,  (2)  to  reduce  the  paperwork  associated  with  Federal 
programs,  and  (3)  to  place  responsibility  for  design  and  implemen- 
tation of  programs  with  local  boards  of  education  and  school  per- 
sonnel involved  in  school  operation. 

Section  1122-2.    Authorization  of  appropriations 

This  section  provides  for  a  specific  authorization  for  fiscal  years 
1982  and  1983  and  such  sums  as  necessary  for  the  following  fiscal 
year. 

Section  1122-3.    Allotments  to  States 

Of  the  amount  appropriated,  no  more  than  1  percent  is  provided 
for  payments  to  trust  territories.  Provisions  are  made  for  a  Secre- 
tary's discretionary  fund  that  is  not  to  exceed  5  percent  of  the 
sums  appropriated. 

The  remaining  94  percent  of  the  appropriation  is  to  be  allocated 
to  the  States  (the  50  States  plus  the  District  of  Columbia  and 
Puerto  Rico)  on  the  basis  of  school-age  population  (ages  5-17);  how- 
ever, each  State  shall  receive  a  minimum  of  .6  percent  of  the  total 
appropriation.  Of  the  sums  allocated  to  each  State,  not  less  than  80 
percent  shall  be  distributed  to  LEAs. 

Section  1122-4-    State  applications 

Any  State  seeking  funds  under  this  subpart  is  required  to  file 
and  application  with  the  Secretary  of  Education  that  (1)  designates 
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the  SEA  as  the  State  agency  responsible  for  administration  and 
supervision  of  programs  under  this  title,  (2)  provides  for  the  SEA  to 
consult  with  a  broadly  representative  advisory  committee,  appoint- 
ed by  the  Governor,  (3)  indicates  the  process  that  will  be  used  to 
allocate  funds  among  subchapters  I,  II,  and  III  and  State  adminis- 
trative costs,  (4)  provides  for  public  dissemination  of  information, 
(5)  provides  for  an  annual  evaluation  beginning  with  fiscal  year 
1984,  and  (6)  includes  assurances  of  compliance  with  specific  re- 
quirements. The  application  shall  be  for  a  period  not  to  exceed 
three  fiscal  years,  and  may  be  amended  annually  without  submit- 
ting a  new  application. 

Section  1122-5.    Allocation  to  local  educational  agencies 

Of  the  sums  allocated  to  each  State,  not  less  than  80  percent 
shall  be  distributed  to  LEAs  according  to  the  relative  enrollments 
in  public  and  non-public  schools  within  the  school  districts,  adjust- 
ed, in  accordance  with  criteria  approved  by  the  Secretary,  to  pro- 
vide additional  funds  for  districts  with  the  greatest  number  of  high 
cost  pupils  such  as  those  children  from  low  income  families,  those 
living  in  economically  depressed  urban  areas,  or  those  living  in 
sparsely  populated  rural  areas.  The  Secretary  is  required  to  approve 
the  criteria  for  funds  allocation  proposed  by  the  SEA  if  such  crite- 
ria produce  an  equitable  distribution  of  funds  with  reference  to  the 
indicated  factors. 

Section  1122-6.    Local  applications 

The  LEA  application  is  to  (1)  indicate  the  planned  allocation  of 
funds  for  programs  among  the  first  three  subchapters  of  the  sub- 
part, (2)  provide  assurances  of  compliance  with  applicable  provi- 
sions and  participation  of  non-public  school  children,  (3)  keep  re- 
quired records,  and  (4)  provide  for  systematic  consultation  with 
parents,  school  staff,  and  others  as  deemed  appropriate  by  local 
school  officials. 

LEA  applications  shall  be  for  a  period  not  to  exceed  three  years, 
with  provisions  for  annual  revision.  LEAs  are  to  have  complete 
discretion  in  allocating  funds  among  the  purposes  of  this  subpart  in 
accordance  with  the  LEA  application. 

SUBCHAPTER  I — BASIC  SKILLS  DEVELOPMENT 

Section  1122-11.    Use  of  funds 

SEAs  and  LEAs  are  to  use  funds  to  improve  elementary  and 
secondary  instruction  in  the  basic  skills  of  reading,  mathematics, 
and  written  and  oral  communication. 

Section  1122-12.    State  leadership  and  support  services 

Section  1122-12  indicates  that  States  may  contract  with  various 
public  and  private  agencies  and  enlist  the  services  of  parents  and 
volunteers  to  fulfill  the  purposes  of  subchapter  I.  Special  mention 
is  made  of  the  funds  being  used  to  provide  technical  assistance  to 
State  boards  of  education. 
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Section  1122-13.    School  level  programs 

LEA  planning  is  to  include  provisions  for  participation  by  non- 
public school  children  and  continuing  consultation  with  teachers, 
principals,  and  (to  the  extent  practicable)  parents.  The  focus  of 
local  programs  is  to  be  on  the  improvement  of  basic  skills  for  all 
children.  School  level  programs  shall  include  diagnostic  needs  as- 
sessment for  all  children,  establishment  of  learning  goals  and  ob- 
jectives for  all  children  and  for  the  school,  pre-service  and  in- 
service  training,  parental  participation,  and  testing  and  evaluation 
procedures. 

SUBCHAPTER  II— EDUCATIONAL  IMPROVEMENT  AND  SUPPORT  SERVICES 

Section  1122-21.    Statement  of  purpose 

SEAs  and  LEAs  may  carry  out  a  range  of  programs  and  projects 
formerly  authorized  under  titles  IV,  V,  and  VI  of  the  Elementary 
and  Secondary  Education  Act,  section  3(a)(1)  of  the  National  Sci- 
ence Foundation  Act  of  1950,  and  Part  A  and  section  532  of  title  V 
of  the  Higher  Education  Act.  Projects  are  to  be  consistent  with  the 
State  and  local  applications  and  are  to  conform  with  other  require- 
ments, and  they  are  to  focus  on  State  and  local  educational  im- 
provement activities  and  State  leadership  programs. 

Section  1122-22.    Authorized  activities 

Section  1122-22  authorizes  (1)  acquisition  and  utilization  of  li- 
brary resources  and  instructional  materials  and  equipment  for  use 
in  academic  subjects;  (2)  development  of  programs  to  improve  local 
educational  practices;  (3)  comprehensive  guidance,  counseling,  and 
testing  programs;  (4)  emergency  school  assistance  for  desegregation 
activities;  (5)  programs  and  projects  to  improve  planning,  manage- 
ment, and  implementation  of  educational  programs;  and  (6)  teacher 
training  and  in-service  staff  development. 

SUBCHAPTER  III — SPECIAL  PROJECTS 

Section  1122-31.    Statement  of  purpose 

SEAs  and  LEAs  may  use  funds  for  programs  and  projects  former- 
ly authorized  under  ESEA  titles  III,  VIII,  and  IX  (special  projects, 
community  schools,  and  additional  programs),  and  under  the  Alco- 
hol and  Drug  Abuse  Act  and  Part  B  of  title  V  of  the  Economic 
Opportunity  Act  of  1964. 

Section  1122-32.    Authorized  activities 

Section  1122-32  authorizes  SEAs  and  LEAs  to  use  funds  for 
programs  for  alcohol  and  drug  abuse  prevention,  a  variety  of  spe- 
cial programs  and  activities,  community  education  programs,  and 
additional  programs  such  as  gifted  and  talented,  educational  profi- 
ciency, women's  equity,  safe  schools,  and  ethnic  heritage  studies. 

SUBCHAPTER  IV — SECRETARY'S  DISCRETIONARY  FUND 

Section  1122-lf.l-    Discretionary  program  authorized 

The  Secretary  is  authorized  to  carry  out  directly  or  make  grants 
to  public  and  private  agencies  for  programs  and  projects  related  to 
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dissemination,  research,  demonstration,  development,  staff  train- 
ing, and  program  implementation.  First  priority  is  given  to  contin- 
ued funding  of  the  ' Inexpensive  Book  Distribution  Program"  and 
the  Arts  in  Education  program  formerly  authorized  by  ESEA  title 
III  at  least  to  the  level  required  to  sustain  these  activities  at  the 
level  of  operations  during  fiscal  year  1981. 

SUBCHAPTER  V — GENERAL  PROVISIONS 

Section  1122-51.    Maintenance  of  effort;  Federal  funds  supplemen- 
tary 

The  maintenance  of  effort  requirement  provides  for  a  level  of  90 
percent  of  either  the  aggregate  expenditures  or  the  average  per 
pupil  expenditure  for  the  second  preceding  year.  If  a  State  falls 
below  the  90  percent  level,  a  proportional  reduction  is  to  be  made 
in  the  State's  allocation.  Provisions  are  included  that  would  permit 
the  Secretary  to  waive  the  maintenance  of  effort  requirement,  for 
one  fiscal  year  only,  because  of  an  unforeseen  decline  in  State 
fiscal  resources. 

Funds  used  by  an  SEA  or  LEA  are  to  supplement  funds  from 
non-Federal  sources,  and  in  no  cases  to  supplant  funds  from  non- 
Federal  sources. 

Section  1122-52.    Participation  of  children  enrolled  in  private 
schools 

Section  1122-52  contains  detailed  provisions  related  to  participa- 
tion by  children  enrolled  in  private  schools.  These  provisions  are 
similar  to,  but  not  identical  to,  current  provisions  in  title  IV  of  the 
Elementary  and  Secondary  Education  Act.  LEAs  are  to  provide  for 
private  school  children  to  benefit  from  programs  and  activities 
funded  under  this  subpart.  If  an  LEA  makes  no  provisions  for 
private  school  participation,  the  SEA  is  required  to  make  arrange- 
ments for  private  School  children  to  be  provided  with  services  and 
materials  to  the  extent  that  would  have  occurred  if  the  LEAs  had 
provided  for  participation  by  private  school  children. 

For  programs  conducted  by  LEAs  under  this  subpart,  expendi- 
tures for  private  school  children  are  to  be  equal  to  those  for  public 
school  children  in  similar  circumstances.  Control  of  funds  and 
titles  to  items  purchased  shall  remain  with  the  public  agency. 
Funds  are  not  to  be  commingled  with  State  and  local  funds. 

If  a  State  is  prohibited  by  law  from  providing  for  participation  in 
programs  for  private  school  children,  or  if  an  SEA  of  LEA  has 
failed  or  is  unwilling  to  provide  for  participation  by  private  school 
children,  the  Secretary  is  authorized  to  proceed  with  steps  to 
assure  that  private  school  children  have  the  opportunity  to  partici- 
pate. In  these  instances,  the  State's  payment  is  to  be  reduced  in  the 
amount  necessary  to  pay  the  cost  of  the  private  school  services. 
Final  action  is  not  to  be  taken  until  the  SEA  and  LEA  have  an 
opportunity  to  submit  an  appeal  to  the  finding  of  the  Secretary.  If 
an  SEA  or  LEA  is  dissatisfied  with  the  final  resolution,  provisions 
are  made  for  review  in  the  Federal  courts. 
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Section  1122-53.  Repeals 

Effective  October  1,  1981,  the  following  existing  legislative  provi- 
sions that  have  authorized  programs  consolidated  into  subpart  2 
are  repealed: 

(a)  Titles  II,  III  (except  Part  A),  IV,  V,  VI,  VIII,  and  IX  of  the 
Elementary  and  Secondary  Education  Act  of  1965, 

(b)  Part  A  and  section  532  of  title  V  of  the  Higher  Education 

of  1965, 

(c)  The  Alcohol  and  Drug  Abuse  Education  Act,  and 

(d)  Part  B  of  title  V  of  the  Economic  Opportunity  Act  of 

1964. 

SUBPART  3 — GENERAL  PROVISIONS 

Section  1123-1.    Federal  regulations 

The  Secretary  shall  issue  regulations  relating  to  the  duties  of  the 
Secretary  under  this  Act,  proper  fiscal  accounting  for  funds  and 
payment  methods,  and  compliance  with  the  specific  requirements 
and  assurances  required  by  this  Act.  With  regard  to  all  other 
matters  relating  to  planning,  developing,  implementing,  and  evalu- 
ating programs  and  projects  by  SEAs  and  LEAs,  the  Secretary 
shall  not  issue  regulations,  but  shall  consult  and,  upon  request, 
provide  technical  assistance  to  promote  effective  instructional  pro- 
grams. 

Section  1123-2.    Withholding  of  payments 

Whenever  the  Secretary,  after  reasonable  notice  to  an  SEA  and 
an  opportunity  for  a  hearing,  finds  that  there  has  been  a  failure  to 
comply  substantially  with  assurances  or  conditions  required  under 
this  Act,  the  Secretary  shall  notify  the  SEA  that,  beginning  60  days 
after  such  notice,  further  payments  will  not  be  made  to  the  State 
until  the  Secretary  is  satisfied  that  there  is  no  longer  a  failure  to 
comply. 

Section  1123-3.    Judicial  review 

Any  State  dissatisfied  with  the  withholding  of  funds  by  the  Sec- 
retary may  file  a  petition  for  review  of  that  action  in  the  United 
States  court  of  appeals.  The  filing  of  such  a  petition  shall  suspend 
any  withholding  of  funds  by  the  Secretary  pending  the  judgment  of 
the  court.  An  SEA  is  presumed  to  have  complied  with  this  Act,  but 
the  Secretary  may  overcome  such  presumption  if  supported  by  the 
weight  of  evidence. 

Section  1123-lf.    Availability  of  appropriations 

This  Section  provides  for  advance  funding  of  the  subparts  of  the 
Act. 

Section  1123-5.  Definitions 

The  following  terms  are  defined:  State,  Secretary,  State  educa- 
tional agency,  local  educational  agency,  parent,  free  public  educa- 
tion, elementary  school,  secondary  school,  construction,  equipment, 
and  school  facilities.  All  terms  except  contruction  are  defined  in  a 
manner  identical  to  that  under  ESEA  title  I.  Other  terms  refer- 
enced in  subpart  1  of  this  Act  are  to  have  the  same  meaning  that 
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they  were  given  under  ESEA  title  I,  as  in  effect  prior  to  October  1, 
1981. 

Section  1123-6.    Application  of  other  laws 

The  application  of  sections  434,  435,  and  436  of  the  General 
Education  Provisions  Act  (relating  to  SEA  monitoring  and  agency 
application)  is  limited  to  fiscal  control  and  fund  accounting  proce- 
dures for  programs  authorized  by  this  Part,  and  shall  not  authorize 
the  Secretary  to  require  any  reports  or  take  any  actions  not  specifi- 
cally authorized  by  this  Act. 

National  Endowments 

The  Committee  recommends  that  fiscal  year  1981  funding  for  the 
National  Endowment  for  the  Arts  and  the  National  Endowment  for 
the  Humanities  remain  at  its  appropriated  level  for  this  fiscal  year. 
For  fiscal  year  1982  and  fiscal  year  1983,  authorizations  for  the  two 
Endowments  are  reduced  by  25  percent  from  the  fiscal  year  1981 
level.  The  Committee  believes  that  this  reduction  is  warranted  in 
light  of  the  general  need  to  restrain  spending.  It  is  the  Committee's 
intention,  however,  that  the  important  catalytic  role  of  Federal 
support  for  cultural  activities  in  generating  support  from  other 
sources  be  recognized,  and  that  Federal  involvement  in  these  activ- 
ities help  encourage  artistic  development  and  the  preservation  of 
the  American  cultural  heritage.  The  strength  of  the  Endowments' 
Challenge  Grant  and  State  grant  programs  should  be  maintained 
without  eliminating  or  substantially  diminishing  other  areas  of 
Federal  assistance  in  cultural  endeavors. 

AGING,  FAMILY  AND  HUMAN  SERVICES  SUBCOMMITTEE 
RECONCILIATION  SUMMARY 

[In  millions  of  dollars] 

Current  policy  |  &  HR  Authorization 

Subcommittee  programs  affecting  reconciliation                           (budget  -...th^t;™  iD„ai     reductions  from 

authority)  authorization  level      current  po|icy 


FISCAL  YEAR  1982 


Community  service  employment  

  302.3 

277.1 

-25.2 

Head  Start  

  888 

820.0 

-68.0 

Older  Americans  Act  

  740 

749.6 

+  9.6 

ACTION  

  171.1 

150.3 

-20.8 

Low  income  energy  assistance  

  2,247 

1,850 

-397 

Community  Services  Administration  

  586.1 

354.4 

-231.7 

Legal  Services  Corporation  

  337.9 

100.0 

-237.9 

Child  abuse  prevention  and  treatment  

  7 

7 

0 

Total  

  5,279.4 

4,308.4 

-971.0 

FISCAL  YEAR  1983 

Community  service  employment  

  322 

293.7 

-28.3 

Head  Start  

  971.7 

869.2 

-102.5 

Older  Americans  Act  

  809.8 

793.3 

-16.5 

ACTION  

  180.5 

150.3 

-30.2 

Low  income  energy  assistance  

  2,547 

1,850.0 

-697 

Community  Services  Administration  

624.7 

354.4 

-270.3 

Legal  Services  Corporation  

  357.9 

100.0 

-257.9 

Child  abuse  prevention  and  treatment  

  7.6 

7 

-.6 

Total 


5,821.2 


4,417.9 


-  1,403.3 
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Child  Abuse 

The  Committee  has  recommended  a  budget  mark  of  $7  million 
for  state  child  abuse  prevention  activities.  Originally,  it  was  the 
Committee's  understanding  that  the  Finance  Committee  would  con- 
solidate the  State  grant  portion  of  activities  currently  funded 
under  the  Child  Abuse  Prevention  and  Treatment  and  Adoption 
Reform  Act  into  a  Social  Service  grant.  However,  the  Finance 
Committee  did  not  include  these  activities  in  the  block  grant  that 
will  be  reported  from  that  Committee.  Therefore,  the  Labor  and 
Human  Resources  Committee  has  budgeted  $7  million  for  Child 
Abuse  Prevention  activities  to  be  included  in  the  Social  Services 
block  grant  when  it  is  considered  on  the  Senate  floor. 

Headstart 

The  Committee  intends  that  the  Headstart  program  be  increased 
by  $62  million  in  fiscal  year  1982  and  $35.2  million  in  fiscal  year 
1983  to  improve  the  quality  of  several  key  Headstart  projects  di- 
rectly related  to  child  gains,  such  as  providing  adequate  physical 
facilities  and  reducing  overcrowding  in  classes.  The  committee's 
authorization  level  does  not  reflect  the  fiscal  year  1982  increase. 
The  reconciliation  instruction  to  the  committee  was  to  make  sav- 
ings in  its  authorizations.  Since  the  Headstart  authorization  was 
an  increase,  the  committee  dropped  this  authorization  to  the  fiscal 
year  1981  level  in  order  for  the  committee  to  meet  its  reconciliation 
mark  with  the  understanding  that  this  action  would  not  prejudice 
future  committee  action  on  this  legislation  to  increase  the  fiscal 
year  1982  authorization  to  $950  million  and  that  the  Senate  Budget 
Committee  would  provide  the  necessary  waivers. 

Older  Americans  Act  Programs 

The  Older  Americans  Act,  first  enacted  in  1965,  represents  the 
only  Federal  social  services  program  solely  directed  toward  improv- 
ing the  lives  of  senior  citizens.  The  subcommittee  recognizes  that 
the  Act  does  not  come  close  to  serving  the  number  of  elderly 
persons  in  need  of  its  services,  largely  due  to  fiscal  constraints. 
However,  it  does  not  believe,  at  this  time  of  strong  emphasis  on 
economic  recovery,  that  it  can  recommend  funding  beyond  the 
initial  fiscal  year  1982  budget  authority  request,  except  with  regard 
to  social  services  authorized  by  Title  III.  Prior  to  1981,  states  were 
able  to  use  a  portion  (20  percent  in  fiscal  years  1979  and  1980)  of 
their  nutrition  program  funds  for  social  services  necessary  to  the 
operation  of  the  nutrition  programs.  The  1978  amendments  deleted 
this  authority,  beginning  in  1981.  If  in  1980  all  the  funds  available 
for  supportive  social  services  were  used,  $70  million  would  have 
been  available  for  these  services.  In  an  effort  to  compensate  for 
this  loss  of  monies,  the  subcommittee  makes  two  recommendations 
to  restore  one-half  of  this  amount.  First,  it  recommends  an  increase 
of  $30  million  for  Title  III  social  services  over  the  initial  budget 
request.  In  addition,  the  subcommittee  proposes  to  transfer  a  por- 
tion of  the  Senior  Opportunities  and  Services  funds  (as  previously 
discussed)  into  the  Title  III  program.  This  recommendation  would 
decrease  some  of  the  duplication  in  services  between  the  two  pro- 
grams and  ensure  greater  coordination  of  funds  for  programs  serv- 
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ing  the  elderly  through  the  state  and  area  agency  on  aging  net- 
work. 

The  committee's  budget  recommendation  on  the  Older  Ameri- 
cans Act  was  based  on  the  best  information  it  had  about  the 
President's  upcoming  budget  decisions  and  on  the  need  for  an 
increase  in  social  services  funding  to  offset  a  reduction  brought 
about  by  a  change  in  the  law.  In  addition,  it  reflects  a  transfer  of 
$5  million  from  the  Senior  Opportunities  and  Services  Program 
under  CSA.  Now  that  it  has  the  President's  final  budget  recom- 
mendation, it  is  the  committee's  desire  to  reduce  the  authorization 
levels  for  the  Older  Americans  Act  and  to  transfer  $95  million 
from  the  Department  of  Agriculture's  cash  and  commodities  pro- 
gram into  the  Older  Americans  Act  account  to  conform  more  close- 
ly with  the  President's  request.  Further,  a  change  the  committee 
intends  to  propose  in  the  Older  Americans  Act  with  regard  to  the 
uses  of  contributions  for  services  received  would  alleviate  the  need 
for  an  increase  in  social  services  funding.  The  net  effect  of  these 
changes  is  an  $11,000,000  increase  in  the  Older  Americans  Act 
account.  However,  $100  million  of  the  account,  due  to  the  two 
transfers,  is  not  new  money. 

ACTION  Program 

ACTION  is  the  Federal  agency  for  voluntary  citizen  service.  It 
has  the  mission  of  advocating,  promoting,  and  supporting  the  vol- 
untary efforts  of  citizens  and  public  and  private  organizations  to 
meet  problems  confronting  the  poor,  the  disabled,  the  elderly,  and 
youth  with  special  needs.  The  subcommittee  concurs  with  the 
President's  request  for  the  Domestic  Volunteer  Service  Programs 
under  ACTION,  realizing  that  it  reflects  reductions  in  some  of  the 
Agency's  components.  The  most  substantial  cuts  in  the  budget 
recommendation  are  in  the  VISTA  program  and  the  National 
Center  for  Service-Learning,  The  subcommittee  endorses  the  philos- 
ophy of  these  programs — the  eradication  of  poverty  and  its  related 
problem  through  community  involvement — and  recognizes  the  need 
for  continued  Federal  promotion  of  such  efforts.  However,  it  be- 
lieves that  there  are  privately  sponsored  and  supported  programs, 
including  those  administered  by  national  volunteer  systems,  which 
have  similar  activities  and  aims,  which  can  take  up  some  of  the 
responsibility  relinquished  by  the  Federal  government.  Those  funds 
which  are  appropriated  for  these  programs  could  be  targeted  to 
projects  in  areas  where  there  is  clearly  no  private  agency  to  ade- 
quately fulfill  community  needs.  The  subcommittee  recognizes  the 
value  of  the  Older  Americans  Volunteer  Programs  both  to  the 
individuals  who  receive  those  services  and  to  the  volunteers  who 
deliver  them  and  is  fully  supportive  of  the  President's  request  for 
these  programs.  In  addition,  the  subcommittee  proposes  that  $5.5 
million  be  transferred  from  the  Senior  Opportunities  and  Services 
program  under  CSA  (as  previously  discussed)  for  the  purpose  of 
increasing  services  under  the  Senior  Companions  Program.  This 
program  serves  the  same  target  population — the  low-income  elder- 
ly— as  the  Senior  Opportunities  and  Services  Program.  Further,  its 
goals  are  consonant  with  the  Senior  Opportunities  and  Services 
Program  goals  of  providing  volunteer  opportunities  for  older  per- 
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sons  and  meeting  the  needs  of  older  persons  for  health  and  social 
services. 

Community  Services  and  Home  Energy  Block  Grants 
committee  views 

A.  General  block  grant  approach 

In  order  to  establish  an  appropriate  Federal-State  balance,  and 
as  part  of  a  general  program  for  the  recovery  of  the  American 
economy,  President  Reagan  has  proposed  both  major  Federal 
budget  reductions  and  changes  in  the  mode  in  which  Federal  assist- 
ance is  allocated.  It  is  in  the  spirit  of  these  changes  that  the 
committee  has  developed  the  Home  Energy  Assistance  block  grant 
and  the  Community  Services  block  grant. 

In  a  report  released  in  1977,  the  Advisory  Committee  on  Inter- 
governmental Relations  observed  that  the  block  grant  appears  to 
be  the  best-suited  instrument  of  assistance  if  the  goals  are  decen- 
tralization, economy  and  efficiency,  generalist  control,  and  coordi- 
nation. Those  are  precisely  the  goals  of  this  committee. 

To  emphasize  the  committee's  commitment  that  the  Federal  gov- 
ernment shall  not  burden  the  State's  administrative  structure,  the 
committee  has  in  several  places  in  the  block  grant  bills  stated 
exactly  what  paperwork  and  reporting  requirements  it  has  in 
mind.  In  each  case  they  are  straightforward  and  easy  to  comply 
with,  designed  to  provide  necessary  accountability  without  detract- 
ing from  the  State's  authority  to  allocate  the  block  grant  resources. 
The  committee's  bills  are  meant  to  be  definitive  with  regard  to 
paperwork,  reports,  and  accountability.  The  Secretary  is  specifical- 
ly directed  not  to  interpret  these  requirements  by  regulation  or 
otherwise  go  beyond  the  explicit  boundaries  of  the  limited  federal 
role  clearly  defined  in  the  bill.  For  example,  the  committee  intends 
that  the  application  be  extremely  simple.  The  Secretary  should 
submit  to  the  states  an  application  that  plainly  lists  the  assurances 
required  in  the  statute.  The  governors  should  be  required  only  to 
sign  and  date  the  application  and  return  it  to  the  Secretary. 

The  requirement  that  the  Governor  prepare  a  plan  is  designed  to 
assure  that  the  general  public  within  a  state,  and  secondarily  the 
Secretary,  have  a  description  of  how  the  State  plans  to  carry  out 
the  assurances  contained  in  the  application.  The  committee  intends 
that  the  plan  be  a  description  of  a  reasonable  means  of  carrying 
out  the  assurances.  No  provision  for  secretarial  approval  is  pro- 
vided or  intended  and  no  elaborate  plans  are  contemplated,  except 
when  a  State  on  its  own  initiative  chooses  to  have  one.  Under  no 
circumstances  does  the  committee  want  the  Secretary  to  make 
normative  judgments  about  a  plan.  Ultimately  the  plan  require- 
ment is  to  create  a  public  record,  but  one  which  is  to  be  fluid  to 
reflect  changes  in  the  States  needs  and  attitudes.  Accordinly,  the 
Governor  may  alter  his  State's  plan  at  any  time  and  the  deficien- 
cies in  a  plan  cannot,  by  itself,  be  utilized  as  a  basis  for  withhold- 
ing of  a  state's  funds. 

The  committee  has  intended  to  underscore  at  every  appropriate 
instance  its  expectation  that  block  grant  funds  should  be  allocated 
in  an  open  and  democratic  way.  For  example,  after  the  first  fiscal 
year,  the  State  legislature  must  conduct  public  hearings  on  the 
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allocation  of  block  grant  funds.  This  is  not  intended  to  disrupt  a 
state's  usual  patterns  for  conducting  legislative  business.  In  the 
cases  where  a  legislature  meets  only  every  second  year  or  for  only 
brief  periods  each  year,  the  committee  expects  that  legislatures 
will  meet  the  public  hearing  requirement  by  assigning  the  respon- 
sibility to  a  legislative  committee,  interim  committee  or  other 
means  traditional  to  the  State. 

As  is  clear,  the  committee  intends  that  States  be  provided  with 
the  broadest  possible  latitude  in  the  use  of  block  grant  funds  and 
be  free  from  all  but  the  most  minimal  and  necessary  federal  ad- 
ministrative and  regulatory  direction.  Nonetheless,  the  expenditure 
of  federal  funds,  as  with  all  contracting  relationships,  must  be 
accompanied  by  some  accountability  that  funds  are  not  misdirected 
or  fraudulently  used.  The  Secretary  is  specifically  empowered  to 
withhold  funds,  but  only  if  the  State  has  misused  funds  by  a 
substantial  and  serious  failure  to  carry  out  its  assurances  and  the 
general  requirements  of  the  statute.  Such  withholding  cannot  be 
made  for  minor  or  insubstantial  deviations  or  without  adequate 
notice  and  opportunity  for  a  public  hearing  to  be  conducted  with 
the  affected  state  and  at  which  all  interested  parties  are  represent- 
ed. 

The  Secretary  and  the  Comptroller  General  are  both  directed  to 
undertake  investigations  to  assure  State  compliance  with  the  statu- 
tory and  auditing  requirements  of  the  block  grants.  It  is  not  con- 
templated that  it  will  be  necessary  for  these  investigations  to  be 
extensive  or  far-reaching  except  in  extraordinary  cases.  The  com- 
mittee expects  such  investigations  to  be  primarily  operated  within 
a  State  and  that  state  officials  will  not  be  compelled  to  come  to 
Washington,  D.C.  or  regional  offices  to  explain  their  programs. 
States  will  have  to  "open  their  books"  to  such  investigations  but 
may  not  be  required  to  produce  voluminous  responses;  or  produce 
or  compile  information  in  a  new  form  or  if  not  readily  available. 

B.  Home  energy  block  grant 

The  Home  Energy  Block  Grant  reported  from  the  Committee  is 
an  amended  version  of  S.  1089,  the  Emergency  Hardship  Assistance 
Act,  introduced  by  Senator  Denton.  The  Home  Energy  Block  Grant 
as  reported  by  the  Committee  has  the  following  major  features: 
The  amount  authorized  for  the  program  is  $1,875,000,000  for 
each  of  the  next  five  fiscal  years. 

Each  state  is  required  to  reserve  a  reasonable  amount  of  its 
allocation  for  energy  crisis  intervention.  The  exact  amount 
reserved  for  energy  crisis  intervention  is  otherwise  at  the  total 
discretion  of  the  State. 

In  order  to  receive  funding  under  the  Home  Energy  Block 
Grant  the  State  must  submit  an  application  to  the  Secretary  of 
the  Department  of  Health  and  Human  Services  containing  the 
following  assurances: 

State  legislatures  must  conduct  public  hearings  on  the 
use  and  distribution  of  funds. 

Describe  households  that  are  eligible  for  assistance  and 
give  priority  to  households  with  incomes  less  than  or  equal 
to  the  lower  living  standard  income  level,  or  in  the  case  of 
one  person  household,  with  an  income  equal  to  or  less 
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than  125  percent  of  poverty.  Although  it  is  intended  that 
priority  be  given  to  households  as  stated  above,  it  is  still 
the  State  who  alternately  determines  eligibility. 

Conduct  outreach  activities  to  make  eligible  households, 
especially  those  with  elderly  or  handicapped,  aware  of  the 
assistance  available. 

Describe  the  amount  of  assistance  to  be  provided  to  or 
on  behalf  of  participating  households  assuring  that  prior- 
ity is  given  to  households  with  lowest  incomes  and  to 
eligible  households  having  at  least  one  elderly  or  handi- 
capped individual  and  that  the  highest  level  of  assistance 
is  provided  to  households  with  lowest  incomes  and  the 
highest  energy  costs  in  relation  to  income. 

The  State  must  given  special  consideration  in  the  desig- 
nation of  local  administrative  agencies  to  any  local  public 
or  private  nonprofit  agency  which  has  been  receiving  Fed- 
eral funds  under  any  low-income  energy  assistance  or 
weatherization  program  up  until  the  date  of  enactment  of 
this  bill.  The  Committee  does  not  intend  this  special  con- 
sideration to  restrict  the  State's  freedom  to  determine  the 
designation  of  local  admistrative  agencies. 

The  State  is  free  to  make  direct  payments  to  home 
energy  suppliers.  The  Committee  does  believe,  however, 
that  when  such  payments  are  made  there  should  be  notifi- 
cation of  the  household  on  whose  behalf  payments  are 
made;  there  should  be  a  normal  billing  process  by  which 
the  household  is  only  charged  the  difference  between  the 
actual  cost  of  the  energy  and  the  amount  of  payment  made 
by  the  State;  there  should  be  no  discrimination  against  a 
household  receiving  assistance  under  this  act  because  of 
such  assistance  under  applicable  provisions  of  State  law  or 
public  regulatory  requirements,  there  should  be  no  dis- 
crimination either  in  goods  or  services  against  an  eligible 
household  by  the  supplier  receiving  direct  payments;  and 
owners  and  renters  should  be  treated  equitably. 

The  State  must  prepare  an  annual  audit  of  its  expendi- 
tures of  amounts  received  under  the  Act. 
The  Secretary  may  not  prescribe  the  manner  in  which  the 
States  will  comply.  The  Committee  does  not  want  to  burden 
the  States  with  unnecessary  paperwork. 

The  State  must  furnish  the  Secretary  with  a  plan  describing 
how  the  State  will  carry  out  the  assurances  made  in  the  appli- 
cation. 

Payments  to  a  State  from  its  allotment  for  any  fiscal  year 
must  be  expended  in  that  fiscal  year  or  the  succeeding  fiscal 
year. 

Provisions  are  made,  under  certain  limited  circumstances, 
for  the  Secretary  to  withhold  funds  from  States  and  to  conduct 
investigations. 

The  Committee  believes  that  the  provisions  highlighted  above 
perserve  the  integrity  of  the  block  grant  approach  while  addressing 
genuine  concerns  regarding  State  accountability  and  an  equitable 
implementation  of  the  proposed  program.  Although  these  modifica- 
tions impose  some  additional  requirements  on  the  States,  the  gen- 
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eral  offect  will  be  to  return  basic  control  and  responsibility  to  the 
State  level. 

C.  Community  service  block  grant 

The  Community  Service  Block  reported  from  the  Committee  has 
as  its  stated  purpose  to  help  ameliorate  the  causes  of  poverty  in  the 
communities.  The  Community  Services  Block  Grant  contains  the 
following  features: 

The  authorization  amount  is  $354,375,000  which  is  consistent 
with  the  President's  budget. 

The  State  must  submit  an  application  in  order  to  receive 
funds.  The  application  must  contain  the  following  assurances: 
The  State  will  use  the  funds  to  provide  a  range  of  serv- 
ices having  a  measurable  and  potentially  major  impact  on 
causes  of  poverty.  The  Committee  believes  that  the  states 
should  have  maximum  flexibility  in  addressing  the  etio- 
logical factors  of  poverty  at  the  community  level. 

The  state  will  provide  activities  designed  to  assist  par- 
ticipants including  the  elderly  poor  to  secure  meaningful 
employment;  to  attain  an  adequate  education;  to  make 
better  use  of  available  income;  to  obtain  adquate  housing 
and  a  suitable  living  environment;  to  obtain  emergency 
assistance  through  loans  or  grants  to  meet  immediate 
needs;  to  remove  obstacles  which  block  self-sufficiency;  and 
to  achieve  greater  participation  in  the  affiars  of  the  com- 
munity. The  Committee  believes  that  these  services  should 
be  tailored  to  the  needs  of  the  individual  States  as  deter- 
mined by  those  States. 

The  State  will  provide  on  an  emergency  basis  supplies 
and  services  as  may  be  necessary  to  counteract  conditions 
of  starvation  among  the  poor. 

Linkages  with  other  social  services  programs  must  be 
established. 

States  will  encourage  the  private  sector  to  help  in  efforts 
to  ameliorate  poverty. 

At  least  95  percent  of  the  funds  allocated  to  the  State  must 
go  to  political  subdivisions  of  the  State  for  them  to  use  directly 
or  to  non-profit  private  community  organizations. 

The  state  must  give  special  consideration  in  the  designation 
of  local  community  action  agencies  to  any  CAA  receiving  funds 
under  any  Federal  antipoverty  program  on  the  date  of  enact- 
ment of  this  Act.  The  Committee  does  not  intend  this  special 
consideration  to  restrict  the  State's  freedom  to  determine  the 
designations  of  local  administrative  agencies. 

The  State  may  transfer  up  to  5  percent  of  the  allotment  to 
services  under  the  Older  Americans  Act,  the  Headstart  pro- 
gram, or  the  energy  crisis  intervention  program  under  the 
Home  Energy  Block  Grant. 

Political  activities  and  voter  registration  activities  are  pro- 
hibited to  eliminate  potential  abuse  of  these  funds  purely  for 
purposes  of  self-perpetuation  or  to  influence  the  elective  proc- 
ess. 
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An  Office  of  Community  Services  is  established  within  the 
Department  of  Health  and  Human  Services  and  the  Communi- 
ty Services  Administration  is  abolished. 

The  State  must  furnish  the  Secretary  with  a  plan  describing 
how  the  State  will  carry  out  the  assurances  made  in  the  appli- 
cation. 

Provisions  are  made,  under  certain  limited  circumstances, 
for  the  Secretary  to  withhold  funds  from  States  and  to  conduct 
investigations. 

In  the  judgment  of  the  committee,  this  Community  Service 
Block  Grant  preserves  the  essential  broad  discretion  of  the 
States  while  addressing  concerns  of  State  accountability  and 
equitable  implementation. 

The  Act  places  greatly  increased  responsibilities  on  State  govern- 
ments to  design  and  administer  effective  programs  while  assuring 
against  development  of  large  state  bureaucracies  and  failure  to 
deal  with  poverty  problems  at  the  community  level.  The  Act  re- 
quires the  Chief  Executive  of  the  State  to  certify  that  funds  will  be 
used  for  a  variety  of  specific,  eligible  purposes,  sets  a  strict  limit  on 
state  administrative  expenses,  and  requires  special  consideration 
for  existing  Community  Action  Agencies,  or  other  community 
based  organizations,  provided  they  are  able  to  meet  appropriate 
program  and  fiscal  requirements  established  by  the  State.  This 
encourages  States  to  continue  funding  effective  Community  Action 
Agencies,  while  recognizing  that,  if  the  States  are  to  be  held  ac- 
countable for  the  effectiveness  of  programs,  they  must  have  flexi- 
bility in  selecting  agencies  to  be  funded,  in  requiring  those  agencies 
to  meet  certain  accepted  standards. 

The  Act  requires  that  grants  to  Community  Action  Agencies  be 
made  through  political  subdivisions  of  the  state  as  does  existing 
law.  The  purpose  is  to  assure  that  local  governing  bodies  are 
knowledgeable  about  programs  funded  in  their  communities,  and 
that  programs  funded  in  that  act  be  effectively  coordinated  with 
other  programs  administered  by  the  community.  The  responsibility 
for  selecting  grantees  must  rest  with  the  State,  however,  because  of 
the  very  limited  funds  which  are  available.  The  Committee's  expec- 
tation is  that,  in  preparing  an  application  for  funding  under  this 
Act,  the  State  will  consult  with  local  political  subdivisions  and 
submit  a  plan  which  proposes  a  rational  system  of  allocation 
among  communities  and  agencies,  and  which  provides  a  justifica- 
tion of  this  plan  for  dealing  with  that  state's  problems. 

The  Committee  recognizes  special  problems  in  the  funding  of 
multicounty  agencies,  particularly  those  serving  large,  sparsely 
populated  rural  areas,  and  certain  metropolitan  area  agencies 
which  serve  a  number  of  local  political  jurisdictions.  It  is  the 
Committee's  expectation  that  States  will  continue  to  fund  such 
agencies,  where  they  meet  appropriate  tests  of  effectiveness.  The 
Committee  would  expect  that,  in  selecting  agencies  which  serve 
several  political  jurisdictions,  the  State  would  consult  with  the 
chief  executive  or  governing  body  of  the  various  political  subdivi- 
sions served,  but  the  Committee  would  not  intend  to  require  that 
each  political  subdivision  served  by  such  an  agency  receive  a  sepa- 
rate grant  for  the  funding  of  the  agency. 
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LABOR  SUBCOMMITTEE 

RECONCILIATION  SUMMARY:  ENTITLEMENT  CHANGES 

[In  millions  of  dollars] 


Current  nnlirv  L  &  HR         0utlay  reductions 

Subcommittee  programs  affecting  reconciliation  limits  on  direct  spending  Tni  tiau^        estimated  outlay      below  current 

luulldyij  level  policy 


FISCAL  YEAR  1981 

Rail  pensions: 

Reduce  survivor's  Tier  II  adjustment  down  to  the  level  received  by  other 

railroad  retirement  beneficiaries   —8 

No  new  spouse  or  widow  (widower)  windfall  benefits  (GEBBE): 

(a)  No  new  male  spouse  or  widower  windfall  benefits   0 

(b)  Eliminate  new  female  spouse  and  widow  windfall  benefits   -3 

Total  rail  pensions   5,287  5,276  —11 

FISCAL  YEAR  1982 

Rail  pensions: 

Reduce  survivor's  Tier  II  adjustment  down  to  the  level  received  by  other 

railroad  retirement  beneficiaries   —35 

No  new  spouse  or  widow  (widower)  windfall  benefits  (GEBBE): 

(a)  No  new  male  spouse  or  widower  windfall  benefits   —230 

(b)  Eliminate  new  female  spouse  and  widow  windfall  benefits   -18 

Total  rail  pensions   6,039  5,756  -283 

FISCAL  YEAR  1983 

Rail  pensions: 

Reduce  survivor's  Tier  II  adjustment  down  to  the  level  received  by  other 

railroad  retirement  beneficiaries   -63 

No  new  spouse  or  widow  (widower)  windfall  benefits  (GEBBE): 

(a)  No  new  male  spouse  or  widower  windfall  benefits   -42 

(b)  Eliminate  new  female  spouse  and  widow  windfall  benefits   -40 

Total  rail  pensions   6,242  6,097  -145 


AMENDMENT  OF  THE  RAILROAD  RETIREMENT  ACT  OF  1974  TO  RE- 
INDEX  SURVIVORS  BENEFITS 

Explanation  of  legislative  history 

Under  the  Railroad  Retirement  Act  of  1974,  sections  4(f)  and  (g) 
entitle  survivors  of  deceased  railroad  employees  to  a  benefit  that  is 
130  percent  of  the  benefit  that  would  be  payable  under  social 
security.  The  Tier  II  portion  of  their  benefit,  therefore,  is  automati- 
cally 30  percent  of  the  Tier  I  or  social  security  portion.  This  results 
in  survivor's  Tier  II  benefits  being  indexed  and  regularly  escalated 
by  increases  equivalent  to  100  percent  of  C.P.L  increases. 

Other  Tier  II  beneficiaries  receive  benefits  that  are  escalated  by 
increases  equivalent  to  32.5  percent  of  C.P.I,  increases,  and  such 
increases  must  be  by  statute;  they  are  not  permanently  indexed. 
Survivors  benefits  are  permanently  indexed,  which  is  contrary  to 
the  vast  majority  of  private  pension  plans — Tier  II  is  the  industry 
pension  portion  of  benefits.  This  disproportionate  increasing  of  sur- 
vivors benefits  did  not  occur  prior  to  the  1974  Act.  The  purpose  of 
this  amendment  is  to  correct  this  inequity  by  re-indexing  survivors 
benefits  so  that  all  Tier  II  benefits  are  indexed  equally  resulting  in 
the  benefit  increases  equivalent  of  32.5  percent  of  C.P.I,  increases. 


914 


One  must  further  note  that  the  inequity  has  been  magnified  by 
the  fact  that  survivors  under  the  Act  include  not  only  spouses,  but 
may  also  include  surviving  parents  and  children.  CBO  estimates 
reveal  that  Tier  II  benefits  are  currently  underfunded  by  approxi- 
mately $310  million  per  year.  The  disproportionate  survivor  benefit 
increases  contribute  to  this  underfunding. 

Section  by  section 

Section  1141(a)  amends  section  4(g)  of  the  Act  so  that  indexing  of 
survivors  Tier  II  benefit  would  be  equivalent  to  the  indexing  of 
other  Tier  II  beneficiaries. 

Section  1141(b)  further  amends  section  4(g)  so  that  current  survi- 
vors receiving  Tier  II  benefits  will  receive  further  increases  only 
when  increases  are  granted  to  other  Tier  II  beneficiaries. 

AMENDMENT  TO  THE  RAILROAD  RETIREMENT  ACT  OF  1974  TO  PROHIBIT 
THE  PAYMENTS  OF  NEW  WINDFALL  DUAL  BENEFITS  TO  CERTAIN 
INDIVIDUALS 

Explanation  of  legislative  record 

The  Railroad  Retirement  Act  of  1974  provides  for  the  ultimate 
elimination  of  windfall  payments  arising  from  dual  entitlement 
under  both  the  Railroad  Retirement  Act  and  the  Social  Security 
Act.  However,  windfall  payments  were  preserved  for  persons  who 
in  1974  had  vested  rights  and  reasonable  expectations  of  receiving 
benefits  under  both  Railroad  Retirement  Act  and  the  Social  Secu- 
rity Act. 

At  the  time  of  enactment  of  the  Railroad  Retirement  Act  of  1974, 
the  costs  of  the  windfall  payments  were  expected  to  run  approxi- 
mately $250  million  a  year  over  a  twenty-five  year  period.  The 
latest  estimate  made  by  the  Board's  Chief  Actuary  is  that  the 
annual  appropriation  needed  to  fund  windfall  payments  is  approxi- 
mately $500  million.  With  the  costs  of  windfall  payments  increas- 
ing at  a  distressingly  high  rate,  corrective  action  must  be  taken  to 
restrict  the  costs  of  these  payments,  which  are  subsidized  from 
general  revenues. 

These  estimates  do  not  include  the  adverse  budget  impact  of  a 
recent  decision  by  the  U.S.  Court  of  Appeals  for  the  Seventh  Cir- 
cuit (Gebbie,  et  al.  v.  United  States  Railroad  Retirement  Board,  631 
F.2d  512,  1980).  Under  this  decision,  the  Board  was  required  to  pay 
windfall  benefits  retroactive  to  March  1,  1977,  to  three  male  em- 
ployee annuitants  who  became  eligible  for  auxiliary  benefits  under 
the  Social  Security  Act  as  a  result  of  the  Supreme  Court's  decisions 
in  Califano  v.  Goldfarb  and  related  cases. 

This  proposed  amendment  would  restrict  new  entitlement  to  a 
windfall  payment  to  a  retired  railroad  employee  who  is  vested 
under  the  provisions  of  sections  3(h)(1)  and  3(h)(2)  of  the  Railroad 
Retirement  Act  for  a  railroad  retirement  annuity  and  for  a  benefit 
under  the  Social  Security  Act  based  on  his  or  her  own  income.  New 
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windfall  payments  for  spouses,  widows  or  widowers  of  railroad 
employees  would  be  eliminated  as  well  as  new  windfall  payments 
for  employee  annuitants  where  the  windfall  payment  would  be 
based  on  eligibility  for  an  auxiliary  benefit  under  the  Social  Secu- 
rity Act,  except  in  cases  where  entitlement  was  determined  prior  to 
the  date  of  enactment.  Therefore,  the  amendment  is  prospective 
only  and  does  not  affect  any  windfall  payment  currently  being  paid 
by  the  Board. 

The  approach  of  eliminating  new  entitlement  for  windfall  pay- 
ments for  male  and  female  employee  annuitants  who  are  eligible 
for  auxiliary  social  security  benefits  and  for  all  spouses,  widows 
and  widowers  is  consistent  with  the  court  decision  and  would  avoid 
allegations  of  unconstitutionality  based  upon  sex  discrimination. 
Furthermore  this  amendment  is  in  accordance  with  the  intent  of 
Congress  in  passing  the  1974  Act,  has  the  support  of  both  rail  labor 
and  management,  and  is  in  harmony  with  the  program  of  the 
President  according  to  OMB. 

Section  by  section 

Section  1142(a)  restricts  new  windfall  entitlements  to  a  retired 
railroad  employee  who  is  vested  under  the  provisions  of  Section 
(3)(h)(l)  and  (2)  of  the  Act  for  a  railroad  retirement  annuity  and  for 
a  benefit  under  the  Social  Security  Act  based  on  his  or  her  own 
income.  Eliminates  entitlements  under  (3)(h)(3)  and  (4)  unless  such 
entitlement  was  determined  prior  to  the  enactment  of  this  amend- 
ment. 

Section  1142(b)  eliminates  new  spouses  windfall  entitlements  under 
Section  (4)(e)  subdivisions  (1),  (2),  and  (3)  unless  such  entitlement 
was  determined  prior  to  enactment  of  this  amendment. 

Section  1142(c)  eliminates  new  windfall  entitlements  of  widows  or 
widowers  of  railroad  employees  under  Section  (4)(h)(l),  unless  such 
entitlement  was  determined  prior  to  the  enactment  of  this  amend- 
ment. 

Section  1142(d)  effective  date — enactment. 

Changes  in  Existing  Law 

TITLE  I— RAILROAD  RETIREMENT  ACT  OF  1974 

******* 

computation  of  spouse  and  survivor  annuities 
Sec.  4.  *  *  * 

******* 

(g)(1)  The  annuity  of  a  survivor  of  a  deceased  employee  deter- 
mined under  subsection  (f)  of  this  section  [shall,  with  respect  to 
any  month,  be  increased  by  an  amount  equal  to  30  per  centum  of 
the  amount  of  the  annuity  (before  any  deductions  on  account  of 
work)  to  which  such  survivor  is  entitled  for  such  month  under  the 
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provisions  of  subsection  (f)  of  this  section]  shall  be  increased  by  an 
amount  equal  to  30  per  centum  of  the  amount  of  the  annuity  (before 
any  deductions  on  account  of  work)  to  which  such  survivor  is  enti- 
tled under  subsection  (f)  for  the  later  of  (A)  June  1981,  or  (B)  the 
first  month  in  which  he  is  entitled  to  an  annuity  under  subsection 
(f),  or  to  which  such  survivor  would  have  been  entitled  for  such 
month  under  such  subsection  if  such  survivor  were  entitled  to  no 
other  monthly  benefit  under  section  231a  of  this  title  or  under  the 
Social  Security  Act:  Provided,  however,  That  if  a  widow  or  widower 
of  a  deceased  employee  is  entitled  to  an  annuity  under  section 
231a(a)(l)  of  this  title  and  if  either  such  widow  or  widower  or  such 
deceased  employee  will  have  completed  ten  years  of  service  prior  to 
January  1,  1975,  the  amount  of  the  annuity  of  such  widow  or 
widower  under  the  preceding  provisons  of  this  subsection  shall  be 
increased  by  an  amount  equal  to  the  amount,  if  any,  by  which  (A) 
the  widow's  or  widower's  insurance  annuity  to  which  such  widow 
or  widower  would  have  been  entitled,  upon  attaining  age  65,  under 
section  5(a)  of  the  Railroad  Retirement  Act  of  1937  as  in  effect  on 
December  31,  1974  (without  regard  to  the  proviso  of  that  section  or 
the  first  proviso  of  section  3(e)  of  that  Act),  on  the  basis  of  the 
deceased  employee's  remuneration  and  service  prior  to  January  1, 
1975,  increased  by  the  same  percentage,  or  percentages,  as  widow's 
and  widower's  insurance  benefits  under  section  202  of  the  Social 
Security  Act  are  increased  during  the  period  from  January  1,  1975, 
to  the  later  of  the  date  on  which  such  widow's  or  widower's  annu- 
ity under  section  231a(a)(l)  of  this  title  began  to  accrue  or  the  date 
on  which  such  widow's  or  widower's  annuity  under  section 
231a(d)(l)  of  this  title  began  to  accrue,  exceeds  (B)  the  total  of  the 
annuity  amounts  to  which  such  widow  or  widower  was  entitled 
(after  any  reductions  pursuant  to  subsection  (i)(2)  of  this  section  but 
before  any  deductions  on  account  of  work)  under  the  preceding 
provisions  of  this  subsection  and  subsection  (f)  of  this  section  as  of 
the  later  of  the  date  on  which  such  widow's  or  widower's  annuity 
under  section  231a(a)(l)  of  this  title  began  to  accrue  or  the  date  on 
which  such  widow's  or  widower's  annuity  under  section  231a(d)(l) 
of  this  title  began  to  accrue:  Provided  further,  That,  if  a  widow  or 
widower  of  a  deceased  employee  is  not  entitled  to  an  annuity  under 
section  231a(a)(l)  of  this  title  or  to  an  old-age  insurance  benefit  or  a 
disability  insurance  benefit  under  the  Social  Security  Act,  the 
amount  of  the  annuity  to  which  such  widow  or  widower  is  entitled 
under  this  subsection  shall  not  be  less  than  an  amount  which 
would  cause  the  total  of  the  annuity  amounts  to  which  such  widow 
or  widower  is  entitled  (before  any  deductions  on  account  of  work) 
under  this  subsection  and  subsection  (f)  of  this  section  to  equal  the 
total  of  the  annuity  amounts  to  which  such  widow  or  widower  was 
entitled  (or  would  have  been  entitled  except  for  the  provisions  of 
section  231a(e)  and  231a(f)  of  this  title)  as  a  spouse  under  subsec- 
tions (a),  (b),  and  (e)(3)  of  this  section  (after  any  reduction  on 
account  of  age)  in  the  month  preceding  the  employee's  death:  Pro- 
vided further,  That,  if  a  widow  or  widower  of  a  deceased  employee 
is  entitled  to  an  annuity  under  section  231a(a)(l)  of  this  title  or  to 
an  old-age  insurance  benefit  or  a  disability  insurance  benefit  under 
the  Social  Security  Act,  the  amount  of  the  annuity  to  which  such 
widow  or  widower  is  entitled  under  this  subsection  shall  not  be  less 
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than  an  amount  which  would  cause  (A)  the  total  of  the  annuity 
amounts  to  which  such  widow  or  widower  is  entitled  (after  any 
reductions  pursuant  to  section  202(k)  or  202(q)  of  the  Social  Secu- 
rity Act  or  subsection  (i)(2)  of  this  section  but  before  any  deductions 
on  account  of  work)  under  this  subsection  and  subsection  (f)  of  this 
section  to  equal  (B)(i)  the  total  of  the  annuity  amounts,  if  any,  to 
which  such  widow  or  widower  was  entitled  (or  would  have  been 
entitled  except  for  the  provisions  of  sections  231(e)  and  231a(f)  of 
this  title)  as  a  spouse  under  subsections  (a),  (b),  and  (e)(3)  of  this 
section  (after  any  reduction  on  account  of  age)  in  the  month  pre- 
ceding the  employee's  death  less  (ii),  if  such  widow  or  widower  is 
entitled  to  an  old-age  insurance  benefit  or  a  disability  insurance 
benefit  under  the  Social  Security  Act  but  was  not  entitled  to  such  a 
benefit  in  the  month  preceding  the  employee's  death,  the  amount 
by  which  the  annuity  amount  payable  under  subsection  (a)  of  this 
section  to  such  widow  or  widower  as  a  spouse  in  the  month  preced- 
ing the  employee's  death  would  have  been  reduced  by  reason  of 
section  202(k)  or  202(q)  of  the  Social  Security  Act  if  such  widow  or 
widower  had  been  entitled  to  an  old-age  insurance  benefit  or  a 
disability  insurance  benefit  under  the  Social  Security  Act  in  the 
month  preceding  the  employee's  death  in  an  amount  equal  to  the 
amount  of  such  benefit  at  the  time  such  benefit  first  began  to 
accrue  to  such  widow  or  widower. 

(2)  That  portion  of  the  annuity  of  a  survivor  of  a  deceased  indi- 
vidual as  is  determined  under  paragraph  (1)  shall,  if  such  survivor 
became  entitled  to  such  annuity  on  or  before  June  1,  1981,  be  in- 
creased in  the  same  manner  as  annuities  for  individuals  are  in- 
creased under  section  3(g)  of  this  act. 


computation  of  employee  annuities 

Sec.  3  *  *  * 

******* 
(h)  *  *  * 

******* 

(6)  No  amount  shall  be  payable  to  an  individual  under  subdivi- 
sion (3)  or  (4)  of  this  subsection  unless  the  entitlement  of  such 
individual  to  such  amount  had  been  determined  prior  to  the  date  of 
the  enactment  of  this  subdivision. 

******* 

computation  of  spouse  and  survivors  annuities 
Sec.  4  *  *  * 

******* 
(e)  *  *  >  ■■ 

******* 

(5)  No  amount  shall  be  payable  to  a  person  under  subdivi- 
sion (1),  (2)  or  (3)  of  this  subsection  unless  the  entitlement  of  such 
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person  to  such  amount  had  been  determined  prior  to  the  date  of 
the  enactment  of  this  subdivision. 

******* 

(h)(1)  *  *  * 

******* 

(2)  No  amount  shall  be  payable  to  a  person  under  subdivision  (1)  of 
this  subsection  unless  the  entitlement  of  such  person  to  such  amount 
had  been  determined  prior  to  the  date  of  the  enactment  of  this 
subdivision. 

EMPLOYMENT  AND  PRODUCTIVITY  SUBCOMMITTEE 

RECONCILIATION  SUMMARY 


[In  millions  of  dollars] 


Subcommittee  programs  affecting  reconciliation 

Current  policy 
(budget 
authority) 

L  &  HR 
authorization  level 

Authorizations 
reductions  from 
current  policy 

FISCAL  YEAR  1981 

CETA: 

PSE  

Training  and  administration  

2,294.2 

  5,118.4 

2,244.7 
5,263.4 

479.5 
-145.0 

Total  

FISCAL  YEAR  1982 

8,042.6 

7,708.1 

334.5 

CETA: 

PSE  

Training  

Program  administration  

Wagner-Peyser  

3,800.0 
5,675.1 
80.9 

  747.9 

0 

3,825.1 
75.5 
607.8 

3,800.0 
1.850.0 
5.4 
140.1 

Total   10,303.9  4,508.3  5,797.6 

FISCAL  YEAR  1983 

Programs   1 -6,107.0 


1  Reduction  figure  is  CBO  computed. 


Reconciliation  Bill:  Employment  and  Training 

The  summary  tables  show  that  the  Committee  bill  provides  all 
the  savings  contemplated  for  employment  and  training  programs 
in  the  reconciliation  instructions  contained  in  the  Revised  Second 
Concurrent  Resolution  of  the  Budget  for  fiscal  year  1981  as  adopted 
by  the  Congress.  For  fiscal  year  1981,  the  bill  actually  provides 
$100  million  in  savings  in  excess  of  those  mandated  by  the  Recon- 
ciliation instructions  and  in  fiscal  year  1982  such  savings  are  on 
the  order  of  $30  million. 

A  brief  description  of  the  legislative  provision  which  provide  for 
these  savings  in  each  fiscal  year  is  given  below. 

Fiscal  year  1981 

The  major  savings  in  this  fiscal  year  are  derived  from  the  re- 
duced authorization  for  public  service  employment  programs  under 
the  Comprehensive  Employment  and  Training  Act.  In  addition  a 
reduction  in  the  overall  authorization  for  the  program  was  taken 
consistent  with  action  by  the  Senate  Appropriations  Committee  on 
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the  Continuing  Resolution.  In  brief,  the  change  of  authorization  for 
the  CETA  program  is  based  on  the  President's  budgetary  proposals 
but  incorporates  further  savings  to  be  provided  through  the  Appro- 
priations process. 

Fiscal  year  1982 

The  major  savings  in  this  fiscal  year  comes  from  the  elimination 
of  further  funding  for  the  public  service  employment  programs  as 
proposed  by  the  President.  The  phase-out  of  the  Young  Adult  Con- 
servation Corps  by  providing  no  further  authorization  for  the  pro- 
gram as  proposed  by  the  President,  also  provides  a  large  saving. 
The  amendments  to  the  Comprehensive  Employment  and  Training 
Act  program  also  incorporate  the  President's  recommendation  for 
reduction  in  national  contracts  under  the  Act.  These  savings  were 
contemplated  in  the  Reconciliation  Instructions.  Savings  in  addi- 
tion to  those  contemplated  by  the  Reconciliation  Instructions  are 
provided  by  the  following  additional  provisions: 

1.  Under  current  law,  Governors  receive  a  total  of  12  percent  of 
the  funds  available  under  Title  II  A,  B,  C  of  CETA  for  use  in  four 
separate  programs:  supplemental  vocational  education  assistance  (6 
percent);  employment  and  training  counsel  (1  percent);  encourage- 
ment of  linkages  (1  percent);  and  special  services  (4  percent).  The 
bill  reduces  this  state  allocation  to  10.5  percent  of  the  available 
funds  producing  an  additional  saving  of  $32  million.  However,  the 
bill  gives  the  Governor  authority  to  allocate  the  reduction  among 
any  of  the  four  programs.  The  Committee  recognizes  that  this 
change  may  require  some  change  in  the  Labor  Department  regula- 
tions or  instructions  which  can  obviously  not  be  issued  by  May  15, 
as  ordinarily  required  by  Section  104(e).  As  these  new  regulations 
will  relieve  the  Governors  from  restrictions,  the  Committee  be- 
lieves the  intent  of  that  section  will  be  met  if  the  revised  instruc- 
tions are  issued  as  promptly  as  possible. 

2.  The  Committee  has  amended  the  Wagner-Peyser  Act  to  limit 
the  amounts  that  the  Secretary  of  Labor  may  certify  to  the  Secre- 
tary of  the  Treasury  for  payment  to  the  States  for  administration 
of  the  State  employment  services.  The  amounts  provided  in  the  bill 
are  consistent  with  the  President's  budget  but  were  not  included  in 
the  reconciliation  instructions  although  they  are  contemplated  as 
savings  by  the  Budget  Committee's  Report  on  the  First  Concurrent 
Resolution  on  the  Budget  for  fiscal  year  1982.  This  amendment  will 
provide  savings  in  excess  of  $140  million. 

It  should  be  emphasized  that  the  Committee  has  recommended 
the  ending  of  public  service  employment  programs;  it  has  not  rec- 
ommended the  termination  of  training  activities  conducted  with 
funds  that  were  available  under  Titles  II  D  and  VI.  The  Committee 
expects  that  prime  sponsors  in  making  their  decisions  as  to  what 
training  programs  to  fund  in  fiscal  year  1982  will  select  the  most 
productive  of  those  programs  regardless  of  their  previous  funding 
source. 

The  Committee's  allocation  of  funds  among  CETA  programs 
leaves  room  for  a  viable  youth  program  under  Title  IV  A  while 
achieving  all  the  reductions  contemplated  by  the  budget  process. 
The  combination  of  carry-over  funds  plus  the  new  authorization 
provided  will  enable  prime  sponsors  to  run  youth  programs  at 
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about  two-thirds  of  the  current  level.  The  Committee  has  also 
reduced  the  funds  available  for  the  Secretary  of  Labor's  discretion- 
ary youth  projects  so  as  to  minimize  the  need  for  reductions  in 
program  level  by  prime  sponsors. 

In  order  to  facilitate  administration  of  the  youth  programs  under 
reduced  funding  levels  the  Committee  bill  also  provides  that 
carryover  funds  available  to  a  prime  sponsor  under  one  subpart  of 
Title  IV  A  may  be  expended  in  accordance  with  a  different  subpart 
so  as  to  minimize  the  administrative  difficulties  resulting  from  the 
multiplicity  of  youth  program  grants.  In  the  same  spirit,  the  bill 
also  provides  that  prime  sponsors  may  transfer  funds  between  the 
summer  and  the  regular  youth  program,  up  to  a  maximum  of  20 
percent  of  the  funds  available  under  either  program.  This  provision 
is  modeled  on  the  transferability  provisions  in  the  Administration's 
block  grant  proposals. 

It  must  be  emphasized  that  the  option  to  transfer  funds  among 
programs  is  in  the  sole  discretion  of  the  prime  sponsor  and  is  not  to 
be  constrained  by  regulations  of  the  Secretary  of  Labor.  The  Com- 
mittee recognizes  that  the  Department  of  Labor  will  have  to  pub- 
lish summer  allocations  at  the  same  time  that  it  publishes  the 
regular  youth  program  allocations  so  that  prime  sponsors  will  have 
the  necessary  data  on  which  to  exercise  their  option.  Data  availa- 
ble to  the  Secretary  at  the  time  he  makes  his  Title  IV  A  allocations 
will,  therefore,  also  be  considered  the  latest  available  data  for  the 
summer  allocation. 

As  fiscal  year  1982  is  the  last  year  in  which  CETA  is  authorized, 
the  committee  bill  also  repeals  the  provision  permitting  the  obliga- 
tion of  funds  in  the  year  after  the  one  for  which  they  were  appro- 
priated and  that  permitting  expenditure  of  funds  for  two  years 
after  obligation.  These  repeals  will  assist  the  Congress  in  getting 
control  over  expenditures  under  this  program. 

Changes  in  Existing  Law 

The  following  provides  a  print  of  the  statute  or  the  part  or 
section  thereof  to  be  amended  or  replaced  (existing  law  proposed  to 
be  omitted  is  enclosed  in  black  brackets,  new  matter  is  printed  in 
italic,  existing  law  in  which  no  change  is  proposed  is  shown  in 
roman): 

AMENDMENTS  TO  THE  COMPREHENSIVE  EMPLOYMENT 
AND  TRAINING  ACT 

TITLE  I— ADMINISTRATIVE  PROVISIONS 

Part  A— Organizational  Provisions 

******* 

AUTHORIZATION  OF  APPROPRIATIONS 

[Sec.  112.  (a)(1)  There  are  authorized  to  be  appropriated  such 
sums  as  may  be  necessary  for  fiscal  year  1979  and  for  each  of  the 
three  succeeding  fiscal  years  to  carry  out  title  I. 

[(2)(A)  There  are  authorized  to  be  appropriated  $2,000,000,000 
for  fiscal  year  1979  to  carry  out  parts  A,  B,  and  C  of  title  II. 
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[(B)  There  are  authorized  to  be  appropriated  $3,000,000,000  for 
fiscal  year  1979  to  carry  out  part  D  of  title  II. 

[(C)  Subject  to  subsection  (b)(1),  there  are  authorized  to  be  appro- 
priated such  sums  as  may  be  necessary  for  fiscal  year  1980  and  for 
each  of  the  two  succeeding  fiscal  years  to  carry  out  parts  A,  B,  C, 
and  D  of  title  II. 

[(3)  Subject  to  subsection  (b)(2),  there  are  authorized  to  be  appro- 
priated such  sums  as  may  be  necessary  for  fiscal  year  1979  and  for 
each  of  the  three  succeeding  fiscal  years  to  carry  out  title  III. 

[(4)(A)  There  are  authorized  to  be  appropriated  $2,250,000,000 
for  fiscal  year  1979  to  carry  out  title  IV. 

[(B)  There  are  authorized  to  be  appropriated  $2,400,000,000  for 
fiscal  year  1980  to  carry  out  title  IV. 

[(C)  There  are  authorized  to  be  appropriated  such  sums  as  may 
be  necessary  for  fiscal  year  1981  and  for  the  succeeding  fiscal  year 
to  carry  out  parts  B  and  C  of  title  IV. 

[(5)  There  are  authorized  to  be  appropriated  such  sums  as  may 
be  necessary  for  fiscal  year  1979  and  for  each  of  the  three  succeed- 
ing fiscal  years  to  carry  out  title  V. 

[(6)  There  are  authorized  to  be  appropriated  for  fiscal  year  1979 
and  for  each  of  the  three  succeeding  fiscal  years  the  amount  deter- 
mined pursuant  to  section  602  to  carry  out  title  VI. 

[(7)(A)  there  are  authorized  to  be  appropriated  $500,000,000  for 
fiscal  year  1979  to  carry  out  title  VII. 

[(B)  There  are  authorized  to  be  appropriated  $525,000,000  for 
fiscal  year  1980  to  carry  out  title  VII. 

[(C)  There  are  authorized  to  be  appropriated  such  sums  as  may 
be  necessary  for  the  fiscal  years  1981  and  1982  to  carry  out  title 
VII. 

[(8)(A)  There  are  authorized  to  be  appropriated  $350,000,000  for 
fiscal  year  1979  to  carry  out  title  VIII. 

[(B)  There  are  authorized  to  be  appropriated  $400,000,000  for 
fiscal  year  1980  to  carry  out  title  VIII. 

[(C)  There  are  authorized  to  be  appropriated  such  sums  as  may 
be  necessary  for  fiscal  year  1981  and  for  the  succeeding  fiscal  year 
to  carry  out  title  VIII. 

[(b)(1)  Of  the  amount  appropriated  to  carry  out  title  II  for  fiscal 
years  1980,  1981,  and  1982,  the  amount  which  shall  be  available  for 
part  D  of  such  title  for  a  fiscal  year  shall  not  exceed  60  percent  of 
the  total  amount  appropriated  for  such  title  for  such  fiscal  year. 

[(2)  Of  the  amount  appropriated  to  carry  out  this  Act  for  any 
fiscal  year,  not  more  than  20  percent  of  such  amount  (excluding 
any  amount  made  available  for  carrying  out  part  D  of  title  II  and 
title  VI)  shall  be  available  for  carrying  out  the  provisions  of  title 
III.  From  such  amount  made  available  for  title  III  activities,  the 
Secretary  shall  transfer  an  amount  which  shall  be  not  less  than 
$3,000,000  and  not  more  than  $4,000,000  for  any  fiscal  year  to  the 
National  Occupational  Information  Coordinating  Committee  estab- 
lished pursuant  to  section  161(b)  of  the  Vocational  Education  Act  of 
1963  for  purposes  described  in  section  31  of  this  Act. 

[(c)  Notwithstanding  any  other  provision  of  law,  unless  enacted 
in  specific  limitation  of  the  provisions  of  this  subsection,  any  funds 
appropriated  to  carry  out  this  Act,  which  are  not  obligated  prior  to 
the  end  of  the  fiscal  year  for  which  such  funds  were  appropriated, 
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shall  remain  available  for  obligation  during  the  succeeding  fiscal 
year,  and  any  funds  obligated  in  any  fiscal  year  may  be  expended 
during  a  period  of  2  years  from  the  date  of  obligation. 

[(d)(1)  For  the  purpose  of  affording  adequate  notice  of  funding 
available  under  this  Act,  appropriations  under  this  Act  are  author- 
ized to  be  included  in  an  appropriation  Act  for  the  fiscal  year 
preceding  the  fiscal  year  for  which  they  are  first  available  for 
obligation. 

[(2)  In  order  to  effect  a  transition  to  the  advance  funding 
method  of  timing  appropriation  action,  the  provisions  of  this  sub- 
section shall  apply  notwithstanding  that  its  initial  application  will 
result  in  the  enactment  in  the  same  year  (whether  in  the  same 
appropriation  Act  or  otherwise)  of  two  separate  appropriations,  one 
for  the  then  current  fiscal  year  and  one  for  the  succeeding  fiscal 
year.] 

Sec.  112(a).  There  are  authorized  to  be  appropriated  $7,708,126,000 
for  fiscal  year  1981  for  the  purpose  of  carrying  out  this  Act  of  which 
not  more  than  $2,444,700,000  shall  be  for  carrying  out  public  service 
employment  programs  under  part  D  of  Title  II  and  Title  VI. 

(b)  There  are  authorized  to  be  appropriated  $3,900,515,000  for 
fiscal  year  1982  for  the  purpose  of  carrying  out  this  Act  of  which — 

(1)  not  more  than  $1,495,775,000  shall  be  for  carrying  out 
parts  A,  B,  and  C  of  Title  II, 

(2)  not  more  than  $219,015,000  shall  be  for  carrying  out  Title 
III 

(3)  not  more  than  $406,200,000  shall  be  for  carrying  out  part 
A  of  Title  IV, 

(4)  not  more  than  $628,263,000  shall  be  for  carrying  out  part 
B  of  Title  IV, 

(5)  not  more  than  $766,100,000  shall  be  for  carrying  out  part 
C  of  Title  IV, 

(6)  not  more  than  $309,700,000  shall  be  for  carrying  out  Title 
VII,  and 

(7)  not  more  than  $75,462,000  shall  be  for  the  expenses  of  the 
Department  of  Labor  in  administering  this  Act. 

TITLE  II— COMPREHENSIVE  EMPLOYMENT  AND  TRAINING 

SERVICES 

Part  A — Financial  Assistance  Provisions 

PURPOSE  OF  PROGRAM 

Sec.  201.  It  is  the  purpose  of  this  title  to  establish  programs  to 
provide  comprehensive  employment  and  training  services  through- 
out the  Nation  in  order  to  ease  barriers  to  labor  force  participation 
encountered  by  economically  disadvantaged  persons,  to  enable  such 
persons  to  secure  and  retain  employment  at  their  maximum  capac- 
ity, and  to  enhance  the  potential  for  individuals  to  increase  their 
earned  income.  Such  programs  shall  include  the  development  and 
creation  of  training,  upgrading,  retraining,  education,  and  other 
services  needed  to  enable  individuals  to  secure  and  retain  employ- 
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ment  at  their  maximum  capacities  so  as  to  increase  their  earned 
incomes. 

ALLOCATION  OF  FUNDS 

Sec.  202.  (a)(1)(A)  [Eighty-five]  Eighty-six  and  one-half  percent 
of  the  amount  available  for  parts  A,  B,  and  C  of  this  title  in  fiscal 
year  1979  shall  be  allocated  as  follows: 

(i)  50  percent  of  the  amount  allocated  under  this  paragraph 
shall  be  allocated  to  each  State  on  the  basis  of  the  sums 
received  by  the  State  under  title  I  of  the  Comprehensive  Em- 
ployment and  Training  Act  of  1973  for  fiscal  year  1978  com- 
pared to  the  sums  received  by  all  States  under  such  title  in 
that  year; 

(ii)  37  V2  percent  of  the  amount  allocated  under  this  para- 
graph shall  be  allocated  to  each  State  on  the  basis  of  the 
relative  number  of  unemployed  persons  within  the  State  as 
compared  to  the  number  in  all  States; 

(iii)  12  Vz  percent  of  the  amount  allocated  under  this  para- 
graph shall  be  allocated  to  each  State  on  the  basis  of  the 
relative  number  of  adults  in  families  with  an  annual  income 
below  the  low-income  level  within  the  State  compared  to  the 
total  number  in  all  States;  and 

(iv)  Not  less  than  $2,000,000  shall  be  allocated  among  Guam, 
the  Virgin  Islands,  American  Samoa,  the  Trust  Territory  of 
the  Pacific  Islands,  and  the  Northern  Marianas  in  accordance 
with  their  respective  needs. 

(B)  The  sum  allocated  to  each  State  shall  be  allocated  by  the 
Secretary  among  prime  sponsors  within  the  State  on  an  equitable 
basis  based  upon  the  factors  set  forth  in  subparagraph  (A). 

(2)(A)  Eighty-five  percent  of  the  amount  available  for  parts  A,  B, 
and  C  of  this  title  in  fiscal  years  1980,  1981,  and  1982  shall  be 
allocated  as  follows: 

(i)  two-thirds  of  such  amount  shall  be  allocated  in  accordance 
with  the  provisions  of  subparagraph  (B)  of  this  paragraph;  and 

(ii)  one-third  of  such  amount  shall  be  allocated  in  accordance 
with  the  provisions  of  subparagraph  (C)  of  this  paragraph. 

(B)  The  amount  allocated  under  this  subparagraph  shall  be  allo- 
cated as  follows: 

(i)  50  per  centum  of  the  amount  allocated  under  this  subpar- 
agraph shall  be  allocated  on  the  basis  of  the  amount  allocated 
to  the  prime  sponsor  under  this  subparagraph  (or  under  para- 
graph (1))  in  the  fiscal  year  prior  to  the  year  for  which  the 
determination  is  made  compared  to  the  amount  so  allocated  to 
all  prime  sponsors  in  that  year; 

(ii)  37  V2  per  centum  of  the  amount  allocated  under  this  sub- 
paragraph shall  be  allocated  on  the  basis  of  the  relative 
number  of  unemployed  persons  within  jurisdiction  of  the  prime 
sponsor  as  compared  to  such  numbers  in  all  such  jurisdictions; 

(iii)  12  ¥2  per  centum  of  the  amount  allocated  under  this  sub- 
paragraph shall  be  allocated  on  the  basis  of  the  relative 
number  of  adults  in  families  with  an  annual  income  below  the 
low-income  level  within  the  jurisdiction  of  the  prime  sponsor 
compared  to  such  total  numbers  in  all  such  jurisdictions;  and 


924 


(iv)  not  less  then  $2,000,000  shall  be  allocated  among  Guam, 
the  Virgin  Islands,  the  Northern  Marianas,  American  Samoa, 
and  the  Trust  Territory  of  the  Pacific  Islands,  in  accordance 
with  their  respective  needs. 
(C)  The  amount  allocated  under  this  subparagraph  shall  be  allo- 
cated among  prime  sponsors  in  accordance  with  the  number  of 
unemployed  persons  residing  in  areas  of  subtantial  unemployment 
within  the  jurisdiction  of  the  prime  sponsor  compared  to  the 
number  of  unemployed  persons  residing  in  all  such  areas. 

(b)  Six  percent  of  the  funds  available  for  parts  A,  B,  and  C  of  this 
title  shall  be  available  only  for  grants  under  section  204  for  supple- 
mental vocational  eductation  assistance. 

(c)  One  percent  of  the  amount  available  for  parts  A,  B,  and  C  of 
this  title  shall  be  available  to  the  Secretary  to  be  allocated  in  the 
same  manner  as  provided  under  subsection  (a)  to  States  for  the 
costs  of  the  State  employment  and  training  council  incurred  in 
carrying  out  the  provisions  of  section  110,  except  that  no  State 
shall  receive  an  allocation  of  less  than  $50,000.  If  any  State  does 
not  need  the  amount  allocated  under  this  subsection  for  any  fiscal 
year,  that  amount  shall  be  available  for  the  Governor's  coordina- 
tion and  special  services  under  section  105. 

(d)  One  percent  of  the  amounts  available  for  this  title  shall  be 
available  to  the  Governor  of  each  State  in  the  same  proportion  as 
that  State's  allocation  under  subsection  (a)  for  encouraging  coordi- 
nation and  establishing  linkages  between  prime  sponsors  and  ap- 
propriate educational  agencies  and  institutions,  and  institutions 
providing  training  programs  which  are  approved  by  the  Secretary, 
and  for  services  for  eligible  participants  delivered  jointly  by  em- 
ployment and  training  agencies  and  appropriate  educational  agen- 
cies and  institutions. 

(e)  Four  percent  of  the  amounts  available  for  parts  A,  B,  and  C  of 
this  title  shall  be  available  to  each  Governor  in  the  same  propor- 
tion as  that  State's  allocation  under  subsection  (a),  for  the  Gover- 
nor's coordination  and  special  services  under  section  105,  and, 
when  deemed  necessary  by  the  Governor,  for  additional  support  of 
State  employment  and  training  councils. 

(f)  (1)  The  remainder  of  the  funds  shall  be  available  in  the  Secre- 
tary's discretion  to  be  distributed  among  prime  sponsors  (or  where 
a  prime  sponsor's  comprehensive  employment  and  training  plan 
has  not  been  approved,  an  area  served  by  the  Secretary  under  the 
authority  in  section  102)  in  accordance  with  the  provisions  of  para- 
graph (2). 

(2)(A)  The  Secretary  shall  first  utilize  such  fund  to  assure  that 
each  prime  sponsor  is  provided  with  (i)  an  amount  for  fiscal  year 
1979  equal  to  90  percent  of  the  sum  of  the  funds  available  for 
expenditure  during  fiscal  year  1978  by  such  prime  sponsor  under 
section  103(a)(2),  (f),  and  (g)  (as  in  effect  prior  to  the  enactment  of 
the  Comprehensive  Employment  and  Training  Act  Amendments  of 
1978);  (ii)  an  amount  for  fiscal  year  1980,  equal  to  90  percent  of  the 
sum  of  the  funds  available  for  expenditure  during  fiscal  year  1979 
by  prime  sponsors  under  subsection  (a)(1);  or  (iii)  an  amount  for  any 
fiscal  year  beginning  on  or  after  October  1,  1980,  equal  to  90 
percent  of  the  sum  of  the  funds  available  for  expenditure  during 
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the  preceding  fiscal  year  by  such  prime  sponsor  under  subsection 
(a)(2). 

(B)  The  Secretary  shall  next  use  such  funds  (i)  to  provide  contin- 
ued support  for  concentrated  employment  program  grantees  serv- 
ing rural  areas  having  high  levels  of  unemployment,  and  (ii)  to 
allocate  among  the  prime  sponsors  serving  areas  within  those 
standard  metropolitan  statistical  areas  and  central  cities  for  which 
current  population  surveys  were  used  to  determine  annual  unem- 
ployment data  prior  to  January  1,  1978,  in  proportion  to  the  extent 
to  which  such  prime  sponsors  allocations  under  this  subsection  are 
reduced  as  a  result  of  termination  of  the  use  of  such  surveys,  but  in 
no  event  shall  such  a  prime  sponsor  receive  an  amount  in  excess  of 
the  amount  of  such  reduction.  The  allocations  required  under 
clause  (ii)  of  this  subparagraph  shall  not  be  made  for  any  fiscal 
year  beginning  on  or  after  October  1,  1982,  or  until  such  time  as 
the  Secretary  determines  that  current  population  survey  data  is 
available  for  use  on  a  satisfactory  basis  for  such  areas  and  the 
remaining  area  of  each  State,  whichever  occurs  first. 

(C)  The  Secretary  shall  next  use  such  funds  as  needed  to  provide 
continued  funding  of  programs  of  demonstrated  effectiveness,  and 
to  encourage,  after  consultation  with  and  receiving  recommenda- 
tions from  the  Governor  of  the  appropriate  State,  voluntary  consor- 
tia (formed  under  section  101(a)(3))  where  the  Secretary  determines, 
pursuant  to  regulations,  that  such  consortia  demonstrate  advan- 
tages in  delivering  employment  and  training  services  to  substantial 
portions  of  functioning  labor  market  areas. 

(g)  Prime  sponsors  are  authorized  to  use  funds  allocated  under 
this  section  to  support  prime  sponsor  planning  councils. 

(h)  Notwithstanding  the  provisions  of  subsections  (b),  (c),  (d)  and 
(e)  of  this  section,  not  more  than  ten  and  one  half  percent  of  the 
amounts  available  for  this  Title  shall  be  available  for  the  purposes 
specified  in  such  subsections.  The  Governor  of  each  State  may  in  his 
own  discretion  determine  the  amount  of  funds  to  be  used  for  each  of 
the  functions  specified  in  such  subsections  but  not  to  exceed  the 
amounts  specified  therein. 

*  *  *  *  *  *  * 

TITLE  IV— YOUTH  PROGRAMS 

STATEMENT  OF  PURPOSE 

Sec.  401.  It  is  the  purpose  of  this  title  to  provide  a  broad  range  of 
coordinated  employment  and  training  programs  for  eligible  youth 
in  order  to  provide  effectively  for  comprehensive  employment  and 
training  services  to  improve  their  future  employability  and  to  ex- 
plore and  experiment  with  alternative  methods  for  accomplishing 
such  purposes. 

DEFINITIONS 

Sec.  402.  (a)  For  purposes  of  parts  B  and  C,  the  term  "eligible 
youth"  means  an  economically  disadvantaged  youth  who  is  (1) 
either  unemployed,  underemployed,  or  in  school,  and  (2)  either  age 
16  or  21  inclusive,  or  if  authorized  under  regulations  of  the  Secre- 
tary, age  14  to  15  inclusive.  Nothing  in  this  section  shall  be  con- 
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strued  to  prohibit  the  provision  of  day  care  for  the  children  of 
eligible  youths. 

(b)  For  the  purposes  of  subpart  1  of  part  A,  the  term  "eligible 
youth"  means  a  youth  between  the  ages  of  16  and  19  inclusive,  the 
income  of  whose  family  is  at  or  below  the  poverty  level  determined 
in  accordance  with  criteria  as  established  by  the  Director  of  the 
Office  of  Management  and  Budget. 

TRANSFERABILITY  OF  FUNDS 

Sec.  403(a)  20  percent  of  the  funds  available  to  a  prime  sponsor  in 
Fiscal  Year  1982  to  carry  out  part  A  of  this  Title  may,  at  the  prime 
sponsors  discretion,  be  used  in  accordance  with  the  provisions  of 
part  C  and  20  percent  of  the  funds  available  to  a  prime  sponsor  in 
Fiscal  Year  1982  to  carry  out  part  C  of  this  Title  may,  at  the  prime 
sponsor's  discretion,  be  used  in  accordance  with  the  provisions  of 
part  A. 

(b)  Funds  available  to  a  prime  sponsor  under  subpart  2  of  part  A 
of  this  Title  may,  at  the  prime  sponsor's  discretion,  be  used  in 
accordance  with  the  provisions  of  subpart  3  of  part  A  of  this  Title. 
Any  funds  allocated  under  subpart  2  of  Part  A  of  this  Title  which 
are  reallocated  by  the  Secretary  pursuant  to  section  108  may,  in  the 
Secretary's  discretion,  be  allocated  for  use  in  accordance  with  the 
provisions  of  subpart  3  of  Part  A  of  this  Title. 

Part  A— Youth  Employment  Demonstration  Programs 

******* 

Subpart  3 — Youth  Employment  and  Training  Programs 

******* 


ALLOCATION  OF  FUNDS 

Sec.  433.  (a)  From  the  sums  available  for  this  subpart — 

(1)  an  amount  equal  to  [75]  85  percent  of  such  funds  shall 
be  made  available  to  prime  sponsors  for  programs  authorized 
under  section  432; 

(2)  an  amount  equal  to  5  percent  of  the  amount  available  for 
this  part  shall  be  made  available  to  Governors  for  special 
statewide  youth  services  under  subsection  (c); 

(3)  an  amount  equal  to  not  less  than  2  percent  of  the  amount 
available  for  this  part  shall  be  made  available  for  employment 
and  training  programs  for  Native  American  eligible  youths 
(deducting  such  amounts  as  are  made  available  for  such  pur- 
poses under  section  423(b)); 

(4)  an  amount  equal  to  not  less  than  2  percent  of  the  amount 
available  for  this  part  shall  be  made  available  for  employment 
and  training  programs  for  eligible  youths  in  migrant  and  sea- 
sonal farmworker  families  (deducting  such  amounts  as  are 
made  available  for  such  purposes  under  section  423(b));  and 

(5)  the  remainder  of  the  funds  available  for  this  subpart 
shall  be  available  for  the  Secretary's  discretionary  projects 
authorized  under  section  438. 
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(b)  (1)  Amounts  available  for  each  of  the  purposes  set  forth  in 
paragraphs  (1)  and  (2)  of  subsection  (a)  shall  be  allocated  among  the 
States  in  such  a  manner  that — 

(A)  37.5  percent  thereof  shall  be  allocated  in  accordance  with 
the  relative  number  of  unemployed  persons  within  each  State 
as  compared  to  the  total  number  of  such  unemployed  persons 
in  all  States; 

(B)  37.5  percent  thereof  shall  be  allocated  in  accordance  with 
the  relative  number  of  unemployed  persons  residing  in  areas  of 
substantial  unemployment  (as  defined  in  section  3(2))  within 
each  State  as  compared  to  the  total  number  of  unemployed 
persons  residing  in  all  such  areas  in  all  States;  and 

(C)  25  percent  thereof  shall  be  allocated  in  accordance  with 
the  relative  number  of  persons  in  families  with  an  annual 
income  below  the  low-income  level  (as  defined  in  section  3(16)) 
within  each  State  as  compared  to  the  total  number  of  such 
persons  in  all  States. 

(2)  In  determining  allocations  under  this  subsection  the  Secretary 
shall  use  what  the  Secretary  determines  to  be  the  best  available 
data. 

(3)  Amounts  available  to  prime  sponsors  under  paragraph  (1)  of 
subsection  (a)  shall,  out  of  the  total  amounts  allocated  to  each  State 
under  such  paragraph,  be  allocated  by  the  Secretary  among  prime 
sponsors  within  each  State,  in  accordance  with  the  factors  set  forth 
in  paragraph  (1)  of  this  subsection. 

(c)  The  amount  available  to  the  Governor  of  each  State  under 
paragraph  (2)  of  subsection  (a)  shall  be  used  in  accordance  with  a 
special  statewide  youth  services  plan,  approved  by  the  Secretary, 
for  such  purposes  as — 

(1)  providing  financial  assistance  for  employment  and  train- 
ing opportunities  for  eligible  youths  who  are  under  the  super- 
vision of  the  State; 

(2)  providing  labor  market  and  occupational  information  to 
prime  sponsors  and  local  educational  agencies,  without  reim- 
bursement; 

(3)  providing  for  the  establishment  of  cooperative  efforts  be- 
tween State  and  local  institutions,  including  (A)  occupational 
and  career  guidance  and  counseling  and  placement  services  for 
in-school  and  out-of-school  youth;  and  (B)  coordination  of 
statewide  activities  carried  out  under  the  Career  Education 
Incentive  Act; 

(4)  providing  for  the  establishment  of  cooperative  efforts  be- 
tween State  and  local  institutions,  including  occupational  and 
career  guidance  and  counseling  and  placement  services  for  in- 
school  and  out-of-school  youth; 

(5)  providing  financial  assitance  for  expanded  and  experi- 
mental programs  in  apprenticeship  trades,  or  development  of 
new  apprenticeship  arrangements,  in  concert  with  appropriate 
businesses  and  labor  unions  or  State  apprenticeship  councils; 
and 

(6)  carrying  out  special  model  employment  and  training  pro- 
grams and  related  services  between  appropriate  State  agencies 
and  prime  sponsors  in  the  State,  or  any  combination  of  such— 
prime  sponsors,  including  subcontractors  selected  by  prime 
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sponsors,  with  particular  emphasis  on  experimental  job  train- 
ing within  the  private  sector. 

(d)  (1)  Not  less  than  22  percent  of  the  amount  allocated  to  each 
prime  sponsor  under  paragraph  (1)  of  subsection  (a)  of  this  section 
shall  be  used  for  programs  under  this  subsection. 

(2)  The  amount  available  to  each  prime  sponsor  under  paragraph 
(1)  shall  be  used  for  programs  for  in-school  youth  carried  out  pursu- 
ant to  agreements  between  prime  sponsors  and  local  educational 
agencies.  Each  such  agreement  shall  describe  in  detail  the  employ- 
ment opportunities  and  appropriate  training  and  supportive  serv- 
ices which  shall  be  provided  to  eligible  participants  who  are  en- 
rolled or  who  agree  to  enroll  in  a  full-time  program  leading  to  a 
secondary  school  diploma,  a  junior  or  community  college  degree,  or 
a  technical  or  trade  school  certificate  of  completion.  Each  such 
agreement  shall  contain  provisions  to  assure  that  funds  received 
pursuant  to  the  agreement  will  not  supplant  State  and  local  funds 
expended  for  the  same  purpose. 

(e)  Programs  receiving  assistance  under  paragraph  (1)  of  subsec- 
tion (a)  shall  give  special  consideration  in  carrying  out  programs 
authorized  under  section  432,  to  community-based  organizations  (as 
defined  in  section  3(4)  which  have  demonstrated  effectiveness  in 
the  delivery  of  employment  and  training  services. 

******* 

WAGNER-PEYSER  ACT 
[THE  ACT  OF  JUNE  3,  1933,  AS  AMENDED] 
(Popularly  Known  as  the  Wagner-Peyser  Act) 

AN  ACT  To  provide  for  the  establishment  of  a  national  employment  system  and  for 
cooperation  with  the  States  in  the  promotion  of  such  system,  and  for  other 
purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  (a)  in  order 
to  promote  the  establishment  and  maintenance  of  a  national 
system  of  public  employment  offices  there  is  hereby  created  in  the 
Department  of  Labor  a  bureau  to  be  known  as  the  United  States 
Employment  Service,  at  the  head  of  which  shall  be  a  director.  The 
director  shall  be  appointed  by  the  President,  by  and  with  the 
advice  and  consent  of  the  Senate,  and  shall  receive  a  salary  at  the 
rate  of  $8,500  per  annum. 

(b)  Upon  the  expiration  of  three  months  after  the  enactment  of 
this  Act  the  employment  service  now  existing  in  the  Department  of 
Labor  shall  be  abolished;  and  all  records,  files,  and  property  (in- 
cluding office  equipment)  of  the  existing  employment  service  shall 
thereupon  be  transferred  to  the  United  States  Employment  Serv- 
ice; and  all  the  officers  and  employees  of  such  service  shall  there- 
upon be  transferred  to  the  United  States  Employment  Service  cre- 
ated by  this  Act  without  change  in  classification  or  compensation. 
******* 

Sec.  5.  (a)  There  is  authorized  to  be  appropriated,  out  of  any 
money  in  the  Treasury  not  otherwise  appropriated,  such  amounts 
from  time  to  time  as  the  Congress  may  deem  necessary  to  carry  out 
the  purposes  of  this  Act. 
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(b)  The  Secretary  shall  from  time  to  time  certify  to  the  Secretary 
of  the  Treasury  for  payment  to  each  State  which  (i),  except  in  the 
case  of  Guam,  has  an  unemployment  compensation  law  approved 
by  the  Secretary  under  the  Federal  Unemployment  Tax  Act  and  is 
found  to  be  in  compliance  with  section  303  of  the  Social  Security 
Act,  as  amended,  and  (ii)  and  is  found  to  be  in  compliance  with  the 
Act  of  June  6,  1933  (48  Stat.  113),  as  amended,  such  amounts  as  the 
Secretary  determines  to  be  necessary  for  the  proper  and  efficient 
administration  of  its  public  employment  [offices.]  offices  but  not 
to  exceed  $607,800,000  in  the  fiscal  year  beginning  October  1,  1981 
and  the  two  succeeding  fiscal  years. 


HANDICAPPED  SUBCOMMITTEE 
RECONCILIATION  SUMMARY 

[In  millions  of  dollars] 


Current  policy         i  &  h  R  Authorizations 
Subcommittee  programs  affecting  reconciliation  authorization  level    reduct'°ns  |fom 


authority)  current  policy 


Fiscal  year  1981 


Education  for  the  Handicapped  

  1,102.0 

1,026.5 

-75.5 

Rehabilitation  services  .... 

  965.9 

967.58 

+  1.7 

Gallaudet  College  

  49.8 

50.0 

+  .2 

National  Technical  Institute  for  the  Deaf  

 :  20.3 

20.3 

0 

American  Printing  House  for  the  Blind  

  4.9 

5.0 

+  .1 

Committee  for  Purchase  from  the  Blind  

  .5 

.5 

0 

Developmental  disabilities  

  61.0 

61.0 

0 

Office  of  Civil  Rights,  Health  and  Human  Services  

  17.9 

19.0 

+1.1 

Total   2,222.4         2,150.0  -72.4 


Fiscal  year  1982 

Education  for  the  Handicapped  

Rehabilitation  services  

Gallaudet  College  

National  Technical  Institute  for  the  Deaf  

American  Printing  House  for  the  Blind  

Committee  for  Purchase  from  the  Blind  

Developmental  disabilities  

Office  of  Civil  Rights,  Health  and  Human  Services . 

Total  .:  '.  

Fiscal  year  1983 

Education  for  the  Handicapped  

Rehabilitation  services  

Gallaudet  College  

National  Technical  Institute  for  the  Deaf  

American  Printing  House  for  the  Blind  

Committee  for  Purchase  from  the  Blind  

Developmental  disabilities  

Office  of  Civil  Rights,  Health  and  Human  Services . 

Total  


1,207.7 

1,150.0 

-57.7 

1,045.1 

1,009.30 

-35.8 

54.8 

50.0 

-4.8 

22.1 

20.3 

-1.8 

5.6 

5.0 

-.6 

.6 

.5 

-.1 

61.0 

61.0 

0 

19.5 

19.0 

-.5 

2,416.4 

2,315.1 

-101.3 

1,308.8 

1,198.0 

-110.8 

1,117.5 

1,054.2 

-63.3 

59.6 

50.0 

-9.6 

23.9 

20.3 

-3.6 

5.8 

5.0 

-.8 

.6 

.5 

•  -.1 

61.0 

61.0 

0 

21.0 

19.0 

-2.0 

2,603.2 

2,408.0 

-195.2 

SUBCOMMITTEE  ON  THE  HANDICAPPED 


The  attached  amendments  provide  the  following  funding  levels 
for  programs  within  the  jurisdiction  of  the  subcommittee  on  the 
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handicapped.  Our  ceiling  marks  are  $2,150  billion  for  1981,  $2,315 
for  1982,  and  $2,408  for  1983.  This  represents  a  savings  of  $72.4 
million  over  the  current  policy  mark  for  fiscal  year  1981  and 
savings  of  $101.4  million  over  current  policy  in  fiscal  year  1982. 

To  meet  these  ceilings  the  subcommittee  decided  to  flat  fund 
most  programs  over  the  next  three  years.  However,  the  State  grant 
sections  of  the  Special  Education  and  Rehabilitation  programs  will 
experience  funding  increases  of  5  percent  in  1982,  and  10  percent 
in  1983. 

These  funding  levels  assume  that  Special  Education,  Develop- 
mental Disabilities  and  Rehabilitation  Services  will  remain  as  cate- 
gorical programs. 

Special  Education  (Education  for  All  Handicapped 

Children) 

The  summary  tables  show  that  the  Subcommittee  achieved  major 
savings  by  holding  all  programs  except  the  State  grant  section  at 
the  fiscal  year  1981  levels.  The  State  grant  program,  which  pro- 
vides funds  for  direct  services  to  handicapped  children,  will  be 
increased  by  5  percent  in  1982  and  10  percent  in  1983. 

Rehabilitation 

The  major  savings  were  derived  by  holding  all  programs  except 
State  grants  at  present  spending  levels  for  fiscal  year  1981.  The 
State  grant  program  will  be  increased  by  5  percent  in  1982  and  10 
percent  in  1983. 

Special  Institutions 

The  major  savings  in  these  programs  came  through  the  elimina- 
tion of  proposed  increases  in  funding  for  the  American  Printing 
House  for  the  Blind,  the  National  Institute  for  the  Deaf,  Gallaudet 
College  and  the  Committee  for  the  Purchase  for  the  Blind  and 
Other  Handicapped.  These  programs  will  be  held  to  fiscal  year 
1981  appropriations  levels  for  the  next  three  years. 

Developmental  Disabilities 

Savings  were  realized  by  holding  this  program  to  the  fiscal  year 
1981  levels  for  the  next  three  years. 

With  regard  to  the  program,  however,  the  Committee  having 
received  testimony  regarding  inconsistent  application  of  Section 
133(b)(7)(B)  of  the  Act,  emphasizes  that  the  requirement  to  provide 
such  protective  arrangements  as  are  described  in  Section 
133(b)(7)(B)  occurs  in  connection  with  the  expenditure  of  any  funds, 
or  any  other  action,  under  the  Act  to  provide  alternative  communi- 
ty living  arrangement  services,  regardless  of  whether  such  services 
have  been  designated  as  a  priority  by  the  state  pursuant  to  Section 
133(b)(7)(A). 

Office  for  Civil  Rights  (Department  of  Health  and  Human 

Services) 

Savings  were  realized  by  holding  this  program  to  the  fiscal  year 
1981  levels  for  the  next  three  years. 


ADDITIONAL  VIEWS 


Introduction 

The  Reconciliation  package  adopted  by  this  Committee  is  the 
product  of  a  long  and  difficult  process.  The  Labor  and  Human 
Resources  Committee,  more  than  any  other  Committee  of  the 
Senate,  is  the  people's  committee.  It  helps  parents  and  communi- 
ties educate  children.  It  assists  elderly  to  heat  their  homes.  It- 
provides  assistance  to  our  nation's  handicapped.  It  protects  the 
health  and  safety  of  America's  workers  and  supports  vital  training 
programs.  It  provides  a  wide  range  of  needed  human  services  for 
the  poor,  the  elderly  and  the  disadvantaged. 

This  reconciliation  package  protects  many  of  the  essential  princi- 
ples we  enumerated  earlier.  One,  the  Legal  Services  Corporation  is 
continued  and  funded.  Two,  the  low  income  Energy  Assistance 
Program  is  not  part  of  a  larger  social  services  block  grant;  it  is 
targeted  on  low  income  families,  particularly  the  elderly  to  cover 
higher  energy  costs;  and  the  funding  level  did  not  fall  below  $1.8 
billion.  Three,  the  Administration's  proposals  for  comprehensive, 
all-inclusive,  "no  strings"  block  grants  in  education,  health  care 
and  handicapped  assistance  were  rejected.  Four,  the  Title  I,  Handi- 
capped Education,  Adult  Education  and  Bilingual  Education  pro- 
grams— representing  the  vast  majority  of  education  funds — were 
not  relegated  to  block  grants.  In  higher  education  the  drastic  fund- 
ing cutbacks  in  student  aid  to  low  and  middle  income  families  were 
rejected.  Five,  the  identity  and  separate  funding  of  neighborhood 
health  centers,  mental  health  centers  and  migrant  health  centers 
was  maintained.  Six,  Childhood  Immunizaion  will  remain  a  cate- 
gorical program.  Seven,  the  Nutrition  program  will  continue  as  a 
separate,  identifiable  part  of  the  Older  Americans  Act.  Legal  Serv- 
ices for  the  Elderly  is  continued. 

These  are  significant  accomplishments  that  make  our  Reconcili- 
ation proposal  a  major  improvement  over  the  Administration's 
original  proposals.  They  have  been  achieved  with  bipartisan  sup- 
port on  the  Committee,  and  have  been  accepted  by  the  Administra- 
tion, the  Majority  Leader,  and  the  Chairman  of  the  Budget  Com- 
mittee. 

The  Reconciliation  package  retains  a  number  of  serious  flaws, 
which  we  discuss  below,  subcommittee  by  subcommittee.  But  per- 
haps the  most  significant  flaw  is  the  process  by  which  far-ranging 
changes  in  law  have  been  made.  The  Committee  has  been  forced  to 
re-write  a  generations'  worth  of  carefully  designed  legislation  in 
the  space  of  a  few  weeks.  In  most  key  areas,  we  have  been  without 
the  benefit  of  hearings,  or  indeed  of  any  public  input  by  experts  in 
the  fields  and  those  who  will  be  affected  by  the  changes.  Much  of 
the  legislation  has  been  written  in  haste,  with  limited  or  no  oppor- 
tunity for  bipartisan  consideration.  The  Budget  Act  was  never 
designed  to  deprive  the  American  people  their  right  to  an  open, 
orderly  and  considered  legislative  process. 

Health 

The  Administration's  proposals  for  health  programs  reflect  a 
deep  indifference  to  the  serious  health  care  needs  of  the  poor  and 
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underserved  in  our  nation's  cities  and  rural  areas.  The  Administra- 
tion proposed  an  across-the-board  25  percent  reduction  in  vital 
health  and  prevention  programs  such  as  community  and  migrant 
health  centers,  black  lung  clinics,  mental  health,  childhood  immu- 
nizations, alcohol  and  drug  abuse,  family  planning  and  others.  In 
addition,  the  Administration  would  fold  virtually  all  of  these  pro- 
grams into  two  formless  block  grants,  with  little  accountability  and 
no  assurance  that  vital  programs  will  be  continued  by  the  states. 
The  serious  threat  to  the  nation's  health  will  be  even  greater  in 
future  years,  when  the  Administration  is  likely  to  seek  even  fur- 
ther cuts  in  these  vulnerable  block  grants. 

The  Committee's  actions  reject  a  number  of  the  Administration's 
proposals.  In  conformity  with  the  actions  of  Congress,  $76  million 
have  been  restored  for  community  and  preventive  health  programs. 
Childhood  immunization  is  kept  as  a  separate  program,  at  the  1981 
level  of  funding,  rather  than  the  disasterous  25  percent  cut  pro- 
posed by  the  President.  The  block  grant  proposal  has  been  modified 
to  assure  that  community  and  migrant  health  centers  and  mental 
health  centers  will  continue  to  be  funded  throughout  the  life  of  the 
block  grant.  States  must  continue  to  fund  all  existing  centers  for  at 
least  two  years,  unless  they  obtain  a  specific  waiver  from  the 
Secretary  of  Health  and  Human  Services.  Thereafter,  States  must 
use  objective  performance  criteria  in  deciding  whether  to  continue 
to  fund  these  centers,  and  must  provide  an  independent  review 
process  for  centers  that  are  dissatisfied  with  the  State's  decision  to 
discontinue  funding.  A  10  percent  cap  has  been  placed  on  adminis- 
trative costs  from  federal  funds. 

Despite  these  improvements,  we  believe  that  there  are  deficien- 
cies in  the  health  package.  The  decision  to  turn  oversight  of  the 
community  migrant  health  centers  and  migrant  health  programs 
to  the  states,  without  adequate  study  or  opportunity  for  an  orderly 
transition,  raises  grave  concerns.  Many  states  are  totally  unfamil- 
iar with  the  planning  or  delivery  of  primary  health  care.  In  fact, 
the  New  York  State  Health  Commission  in  testimony  before  the 
House  Energy  and  Commerce  Health  Subcommittee  has  stated: 

There  are  several  programs  slated  for  consolidation 
funding,  such  as  community  and  migrant  health  centers, 
with  which  New  York  has  no  experience.  In  addition, 
there  is  no  existing  State  mechanism  to  accommodate  the 
allocation  of  significant  funding  reductions  among  pro- 
grams. The  Administration's  proposal  to  consolidate  public 
health  funding  is  not  acceptable  or  feasible,  because  it 
abruptly  drops  total  program  responsibility  on  the  door 
steps  of  State  governments.  Moreover,  it  threatens  to  dis- 
rupt service  delivery  and  to  adversely  affect  the  health 
and  welfare  of  New  York  residents. 

The  proposal  adopted  by  the  Committee  eliminates  the  require- 
ment of  community  involvement  on  community  health  and  mental 
health  centers'  governing  boards.  This  requirement  is  one  of  the 
most  important  and  innovation  features  of  these  programs.  The 
participation  of  center  users  on  the  board  assures  that  services  are 
responsive  to  the  community's  needs,  and  is  a  key  component  of 
the  center's  success. 
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Similarly,  the  decision  to  include  mental  health  in  the  block 
grant  represents  an  unnecessary  and  unwarranted  turning  away 
from  the  promising  development  of  the  Mental  Health  Systems 
Act.  The  Act,  which  was  adopted  with  broad  bipartisan  support 
only  last  year,  was  an  innovative  attempt  to  develop  an  integrated 
approach  to  the  problems  of  mental  health  on  the  federal,  state 
and  local  level.  We  believe  that  the  Mental  Health  Systems  Act 
deserves  an  opportunity  to  demonstrate  its  considerable  worth. 

The  Reconciliation  package  provides  no  assurance  that  states 
will  continue  to  fund  key  health  programs,  such  as  alcohol  and 
drug  abuse,  family  planning,  venereal  disease  programs  and  other 
essential  service  and  prevention  programs.  Many  of  these  programs 
face  termination  as  early  as  next  year,  with  the  possibility  of 
serious  disruptions  and  the  attendant  adverse  consequences  on  the 
public  health.  Although  we  support  giving  states  additional  flexibil- 
ity in  administering  health  programs,  we  believe  that  the  public  is 
entitled  to  assurances  that  federal  dollars  will  continue  to  be  avail- 
able for  these  critical  health  programs. 

We  are  also  disturbed  by  the  Committee's  failure  to  recognize  the 
importance  of  continuing  identifiable  family  planning  and  alcohol 
and  drug  abuse  programs,  which,  through  the  years,  have  provided 
needed  services  in  a  cost-effective  fashion. 

The  National  Hypertension  Program,  since  its  inception  in  1973, 
has  been  remarkably  successful.  The  heart  disease  death  rate  has 
declined  8  percent,  preventing  195,000  premature  deaths;  the 
stroke  death  rate  has  been  reduced  by  25  percent,  saving  127,000 
lives.  The  number  of  hypertensives  on  treatment  has  nearly  dou- 
bled. The  Committee's  decision  to  fold  this  important  program  into 
the  preventive  health  block  grant  not  only  destroys  the  momentum 
of  the  private  sector's  effort  to  enhance  public  awareness  of  the 
dangers  of  untreated  hypertension,  it  also  threatens  the  progress 
that  has  been  made  in  combatting  this  devastating  condition. 

We  are  also  concerned  with  the  lack  of  accountability  in  these 
block  grant  proposals.  The  taxpayers  of  this  country  are  entitled  to 
know  how  block  grant  dollars  are  spent  and  what  results  have 
been  achieved.  The  Secretary  must  be  able  to  determine  whether 
states  are  complying  with  the  assurances  required  of  the  states. 
And  the  Congress  must  know  the  effect  of  turning  over  administra- 
tion of  these  programs  to  the  states,  in  order  to  assess  whether  this 
approach  should  be  continued,  modified  or  abandoned. 

Health  Planning.  We  are  disappointed  the  Committee  rejected 
our  attempt  to  restore  a  portion  of  the  funding  for  health  planning. 
The  health  planning  program  has  represented  an  important  compo- 
nent of  the  national  effort  to  bring  under  control  skyrocketing 
health  care  costs.  Without  some  form  of  constraint  on  capital  in- 
vestment, there  will  be  little  prospect  for  rationalizing  the  supply 
of  hospital  and  health  care  facilities  and  controlling  costs. 

Health  planning  activities  have  demonstrated  their  effectiveness 
in  placing  a  needed  brake  on  capital  expenditures.  The  202  plan- 
ning agencies  annually  review  approximately  $5  billion  in  planned 
expenditures,  disapproving  about  20  percent.  Many  hospitals  have 
dropped  or  postponed  nonessential  construction  and  expansion 
plans  as  a  result  of  certificate  of  need  review. 
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Terminating  the  health  planning  program  flies  in  the  face  of  the 
President's  goal  to  reduce  Federal  spending.  In  its  absence,  the 
nation  faces  the  prospect  of  at  least  $10  billion  in  unnecessary 
hospital  construction  and  improvements  over  the  next  four  years. 
The  effect  of  this  excess  investment  on  Federal  health  care  reim- 
bursement programs  and  on  health  costs  generally  will  be  highly 
inflationary. 

Although  much  has  been  made  about  the  salutary  effect  '  'compe- 
tition" will  have  on  controlling  unnecessary  health  expenditures, 
the  Administration  has  yet  to  submit  any  concrete  proposals  that 
would  enhance  competition  in  the  health  care  field. 

We  believe  that  Federal  expenditures  for  the  health  planning 
program  can  be  reduced  by  better  targeting  Federal  dollars  to  the 
most  effective  cost  containing  activities.  We  would  eliminate  re- 
quirements for  appropriateness  review,  eliminate  review  of  nonpa- 
tent care  related  expenditures,  and  raise  the  trigger  for  review 
from  $150,000  to  $750,000  or  even  $1,000,000.  By  targeting  health 
planning  on  the  review  of  expensive  construction  projects  and  high 
cost  new  technology,  we  could  continue  to  reap  the  benefits  of  health 
planning  in  terms  of  rational  cost  containment  while  we  consider 
alternative  proposals. 

Aging,  Family,  and  Human  Services 

Older  Americans  Act 

We  are  gratified  that  the  Committee  continued  existing  funding 
levels,  with  slight  inflationary  adjustments,  for  most  of  the  pro- 
grams under  the  Older  Americans  Act  of  1965.  The  Older  Ameri- 
cans Act  is  the  only  categorical,  federal  social  services  program 
targeted  exclusively  on  the  elderly  population.  Any  diminution  of 
the  essential  transportation,  in-home,  legal,  and  nutrition  services 
provided  under  its  authority  would  impose  great  hardship  on  the 
growing  segment  of  our  population  which  is  already  being  asked  to 
make  considerable  sacrifice. 

Energy  Assistance 

We  fully  support  the  continuation  of  a  clearly  targeted  program 
of  energy  assistance  to  low-income  households  as  embodied  in  the 
Home  Energy  Assistance  Block  Grant  Act. 

Congressional  concern  with  protecting  low-income  households 
and  individuals  from  the  hardships  of  rapidly  rising  energy  costs 
began  shortly  after  the  OPEC  oil  embargo  of  1973,  and  has  in- 
creased as  the  previous  Administration  began  phasing  out  price 
controls  on  domestic  crude  oil  in  June  1979,  and  the  Reagan  Ad- 
ministration lifted  most  remaining  price  controls  in  January  of  this 
year.  A  series  of  federal  low-income  energy  assistance  programs, 
with  funding  ranging  from  $200  million  in  the  first  year  of  an 
energy  assistance  program  to  $1.85  billion  in  1981  have  resulted. 
The  authority  for  this  year's  program,  enacted  as  Title  III  of  the 
Crude  Oil  Windfall  Profits  Tax  Act  of  1980,  authorized  an  expand- 
ed program  for  1981  at  a  funding  level  of  up  to  $3.1  billion,  and 
explicitly  stated  that  up  to  25  percent  of  net  revenues  generated  by 
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the  tax  from  1982  through  1990  were  to  be  allocated  to  low-income 
households. 

We  are  deeply  concerned  that  the  authorization  continued  in  this 
legislation  falls  far  below  the  previously  authorized  amount,  and 
that  there  is  no  longer  a  direct  link  to  the  approximately  $5  billion 
that  might  be  available  if  the  full  one-fourth  of  the  net  windfall 
profits  tax  revenues  were  provided.  Our  concern  is  heightened  by 
the  knowledge  that  energy  prices  are  projected  to  rise  at  a  faster 
rate  than  inflation  during  the  1980's.  Average  prices  for  fuel  oil, 
gasoline,  and  electricity  are  expected  to  increase  at  an  annual  rate 
at  least  one  or  two  percentage  points  higher  than  the  general 
inflation  rate.  Natural  gas  prices,  currently  subject  to  federal  price 
controls,  will  undoubtedly  soar  as  the  Reagan  Administration's 
scheduled  phase  out  of  controls  goes  into  effect. 

We  also  regret  that  the  compromise  agreed  to  does  not  explicitly 
prohibit  states  from  offsetting  home  energy  assistance  payments 
against  other  federal  or  state  assistance  programs.  An  amendment 
to  reinstate  this  prohibition,  offered  by  Senator  Eagleton,  failed  by 
a  vote  of  9  to  7.  In  allowing  each  state  to  set  up  its  own  method  for 
determining  if  and  how  energy  assistance  payments  or  allowances 
will  be  considered  as  income  or  resources  of  eligible  households 
under  the  other  federal  or  state  programs,  it  is  virtually  certain 
that  two  households  in  precisely  the  same  circumstances  prior  to 
receipt  of  home  energy  assistance  will  be  affected  differently  as  the 
assistance  mechanism  differs.  We  expect  to  monitor  closely  the 
states'  policies  of  energy  assistance  benefits  disregard,  with  an  eye 
toward  identification  of  anomalies  of  double  benefits  for  some  and 
reduced  benefits  for  others. 

Finally,  we  would  have  preferred  a  strict  income  eligibility 
standard  for  the  states  to  follow  in  allocating  energy  assistance 
payments,  as  has  been  contained  in  prior  law,  to  assure  that  aid  be 
targeted  to  those  most  in  need.  However,  we  believe  it  unlikely 
that  the  lack  of  such  an  eligibility  ceiling  will  lead  states  to  set 
unsatisfactorily  high  income  limits.  In  1981,  the  vast  majority  of 
states  chose  to  set  eligibility  limits  that  were  more  restrictive  than 
those  contained  in  the  statute.  We  believe  the  requirement  that 
priority  be  given  to  households  having  at  least  one  elderly  or 
handicapped  individual,  and  that  the  largest  benefits  be  paid  to  the 
households  with  the  greatest  energy  costs  relative  to  their  incomes, 
protects  against  assistance  being  diverted  from  the  lowest  income 
and  most  vulnerable  households. 

Community  Services 

We  are  particularly  troubled  by  the  Committee's  action  to  elimi- 
nate the  Community  Services  Administration,  transfer  only  a  por- 
tion of  its  program  authority  to  the  Department  of  Health  and 
Human  Services,  and  channel  what  limited  funding  is  provided 
through  the  states. 

In  1964,  Congress  enacted  the  Economic  Opportunity  Act,  stating 
that  it  was  "the  policy  of  the  United  States  to  eliminate  the  para- 
dox of  poverty  in  the  midst  of  plenty."  Essential  to  that  policy  was 
the  creation  of  the  Community  Services  Administration  as  an  inde- 
pendent, central  point  to  maintain  a  national  focus  on  the  elimina- 
tion of  poverty. 
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One  need  only  to  look  at  the  success  of  numerous  CSA-developed 
programs,  i.e.  Headstart,  weatherization,  and  energy  assistance,  to 
recognize  that  the  existing  model  is  an  effective  way  to  develop 
programs  that  are  responsive  to  the  needs  of  the  poor  yet  flexible 
enough  to  produce  local  solutions  within  a  national  framework. 

An  amendment  offered  by  Senator  Metzenbaum  to  extend  the 
existing  authority  of  the  Economic  Opportunity  Act  would  have 
preserved  the  national  commitment  to  eliminating  poverty,  the  one 
federal  agency  that  is  mandated  to  help  poor  people  become  self- 
sufficient,  and  the  national  network  of  community  action  agencies 
which  have  demonstrated  the  ability  to  operate  efficient,  effective 
and  responsive  program  for  the  elimination  of  poverty.  The  amend- 
ment failed  9  to  7. 

However,  we  are  gratified  that  a  majority  of  the  Committee 
recognizes  the  importance  of  maintaining  the  successful  network  of 
893  community  action  agencies  by  the  inclusion  of  the  requirement 
that  states  give  special  consideration  to  existing  community  action 
agencies,  or  any  successor  agency.  These  agencies,  with  their  long- 
standing tradition  of  local  initiative,  are  essential  to  continuing  a 
comprehensive  approach  to  the  problems  of  the  poor. 

Domestic  Volunteer  Services  Act 

While  we  are  pleased  that  the  Committee  has  recognized  the 
value  of  the  services  provided  through  the  Older  American  Volun- 
teer Programs  under  ACTION,  we  are  concerned  by  the  Commit- 
tee's action  with  respect  to  VISTA.  VISTA  is  a  federal  program 
that  works.  A  recent  evaluation  found  the  VISTA  volunteers  mobi- 
lized a  total  of  $6.5  million  in  resources  for  their  local  projects,  and 
each  recruited  an  equivalent  of  15  non- ACTION  volunteers.  It  is 
estimated  that  the  program  served  or  assured  benefits  to  1,200,000 
of  the  nation's  poor  in  fiscal  year  1980. 

This  Administration's  proposed  phase-out  of  the  VISTA  program, 
ratified  by  the  Committee's  action,  turns  its  back  on  a  successful 
domestic  volunteer  service  program  which  exemplifies  the  Ameri- 
can tradition  of  self-help  and  cooperative  efforts. 

Senator  Metzenbaum,  on  behalf  of  the  Democratic  members  of 
the  Committee,  offered  an  amendment  to  restore  fiscal  year  1983 
budget  authority  to  the  proposed  1982  level,  already  a  reduction  of 
25  percent  from  current  funding.  That  motion  failed  9  to  7. 

Legal  Services  Corporation 

Of  particular  importance  is  the  extension  of  authority  for  the 
Legal  Services  Corporation,  albeit  at  a  substantially  reduced  level. 

Congress  created  the  Legal  Services  Corporation  seven  years  ago 
as  a  private,  non-profit  organization  to  serve  the  legal  needs  of  the 
poor,  and  to  insure  continued  access  to  our  country's  system  of 
justice  for  low-income  individuals  and  families.  During  its  short 
tenure,  it  has  mounted  an  impressive  record  in  extending  the 
protection  of  the  law  to  the  poor  in  countless  areas  of  daily  life, 
helping  them  to  grapple  with  the  complex  legal  ramifications  sur- 
rounding the  flesh  and  blood  problems  they  encounter,  including 
unwarranted  utility  cut-offs,  questionable  eviction  actions,  improp- 
erly terminated  Medicaid  services  to  children  and  the  elderly,  con- 
sumer fraud  matters,  and  employment  problems. 
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President  Reagan,  and  certain  members  of  the  Committee  have 
recommended  that  the  Legal  Services  Corporation  be  abolished  and 
that  the  need  for  legal  services  for  the  poor  be  met  solely  by  the 
private  bar  and  through  social  services  block  grants  to  the  states. 
While  we  support  increased  participation  in  Corporation  projects 
by  members  of  the  private  bar,  that  alone  will  not  work.  The 
volume  of  pro  bono  work  by  private  attorneys  has  grown  steadily, 
but  these  efforts  can  meet  only  a  small  portion  of  the  legal  needs  of 
the  poor. 

It  is  totally  unrealistic  to  expect  that  the  states  will  move  for- 
ward to  provide  an  effective  civil  legal  services  program  for  their 
poor.  Only  about  one  percent  of  the  funding  for  such  services  is 
now  being  provided  by  the  states.  The  inherent  conflicts  of  interest, 
combined  with  the  states  historical  lack  of  any  role  in  civil  legal 
services,  gives  no  indication  that  the  states  are  willing  or  able  to 
assume  the  role  of  provider  of  legal  services  to  the  poor. 

Equal  access  to  justice  under  law,  the  principle  on  which  our 
nation  was  founded,  can  only  have  meaning  and  life  if  every  indi- 
vidual has  the  means  to  enforce  his  rights  and  redress  his  griev- 
ances. Our  continued  commitment  to  this  principle  requires  the 
continuation  of  the  Legal  Services  Corporation. 

Alcoholism  and  Drug  Abuse  Subcommittee 

The  President's  budget  proposed  to  repeal  four  separate  pro- 
grams— grants  to  states  for  alcohol  abuse  services;  alcohol  abuse 
project  grants  and  contracts;  grants  to  states  for  drug  abuse  serv- 
ices; and  drug  abuse  project  grants  and  contracts — and  to  transfer 
seventy-five  percent  of  the  funds  previously  made  available  under 
these  programs  to  the  health  services  block  grant. 

While  we  are  pleased  that  the  Committee  has  modified  this 
proposal  by  retaining  two  small  ($15  million  each)  separate  au- 
thorizations for  alcohol  and  drug  abuse  demonstration  grants,  we 
are  deeply  concerned  with  the  Committee's  action  in  transferring 
the  remainder  of  the  project  grant  funds  for  both  alcohol  and  drug 
abuse,  as  well  as  the  two  grants  to  states,  into  the  health  services 
block  grant. 

The  Federal  alcoholism  and  drug  abuse  effort  was  established 
ten  years  ago  in  response  to  the  inability  of  the  states  to  respond 
effectively  and  comprehensively  to  the  alcohol  and  drug  abuse 
treatment  and  rehabilitation  needs  of  their  citizens.  The  efforts  of 
the  last  decade  have  begun  to  show  success  in  increasing  national 
awareness  of  the  problems  of  alcohol  and  drug  abuse  and  removing 
powerful  social  stigmas  from  illnesses  which,  left  untreated,  mani- 
fest themselves  in  myriad  other  health  problems,  family  distress 
and  instability,  and  enormous  losses  in  human  potential  and  pro- 
ductivity. Great  strides  have  been  made  in  extending  the  availabil- 
ity of  community  services  for  the  victims  of  alcohol  and  drug  abuse. 
But  this  network  of  services  continues  to  have  major  gaps  and 
significant  population  groups — such  as  women,  older  persons, 
Native  Americans  and  youth — remain  underserved  or  inappropri- 
ately served.  Many  state  alcohol  and  drug  abuse  service  delivery 
systems  are  relatively  new  and  vulnerable.  We  are  deeply  con- 
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cerned  that  these  service  delivery  systems  will  experience  a  major 
disruption  and  diminution  of  support  in  the  context  of  a  large 
health  services  block  grant  which  incorporates  sharp  reductions  in 
funding  across  the  board. 

Although  we  believe  that  there  is  a  continued  need  for  direct 
Federal  support  for  substance  abuse  services,  we  agree  that  some 
program  consolidation  is  possible  and  that  states  can  and  should 
assume  a  larger  role  in  the  management  and  allocation  of  these 
funds.  For  this  reason,  we  offered  an  alternative  to  the  Commit- 
tee's block  grant  proposal,  which  would  have  consolidated  the  four 
separate  alcohol  and  drug  abuse  programs  into  a  single  grant  to 
states  and  which  would  have  given  states  significantly  increased 
flexibility  in  using  these  funds.  We  are  deeply  disappointed  at  the 
Committee's  action  in  rejecting  this  amendment  by  a  vote  of  nine 
to  seven. 

Education 

In  the  area  of  education,  we  wish  to  express  our  displeasure  with 
the  procedures  that  were  utilized  to  virtually  rewrite  all  of  the 
Federal  education  laws.  Programs  that  vitally  affect  the  lives  of 
millions  of  Americans  were  changed  with  scant  attention  to  the 
impact  these  changes  would  have.  In  our  opinion,  the  changes  will 
have  a  devastating  effect  on  our  citizens,  and  many  of  their  hopes 
and  dreams  will  have  to  be  deferred  or  dropped  altogether.  We 
believe  that  the  true  strength  of  our  nation  depends  upon  the  sum 
total  of  the  education  and  character  of  our  people.  These  proposed 
changes  ignore  that  basic  reality. 

The  overall  cut  in  the  education  budget  is  approximately  11 
percent.  Many  programs,  however,  have  been  subjected  to  far  more 
drastic  reductions,  and  some  will  be  eliminated  altogether.  But 
whether  the  cut  is  large  or  small,  the  general  impact  is  the  same. 
Because  of  these  cuts,  millions  of  Americans — disadvantaged  young 
children  needing  basic  skills  assistance,  students  needing  loans  to 
attend  college,  men  and  women  needing  vocational  training — will 
be  denied  crucial  educational  aid  to  help  them  improve  their  lives. 

With  respect  to  program  consolidation,  we  had  hoped  this  would 
not  be  accomplished  through  reconciliation.  We  would  have  pre- 
ferred following  the  original  timetable  of  the  Chairman  of  the 
Subcommittee  on  Education,  Arts,  and  Humanities,  which  called 
for  an  additional  series  of  hearings  and  a  markup  in  mid-July.  This 
would  have  allowed  serious  and  complete  deliberation  on  this  far- 
reaching  proposal,  as  opposed  to  acting  upon  it  in  a  precipitous  and 
ill-considered  manner  through  the  reconciliation  process. 

Despite  this  situation,  the  Committee  has  adopted  what  appears 
to  be  a  reasonable  proposal  for  educational  program  consolidation. 
It  does  not  include  vitally  important  and  successful  programs,  such 
as  assistance  to  economically  disadvantaged  children,  education  for 
the  handicapped,  bilingual  education,  adult  education,  and  voca- 
tional education  and  training.  In  most  instances,  it  consolidates 
only  the  more  experimental  and  innovative  education  programs. 
This  should  result  in  a  considerable  reduction  of  paperwork  and 
much  more  program  flexibility  at  the  State  and  local  level. 

We  are  heartened  by  the  fact  that  the  Committee  action  recog- 
nizes the  true  value  of  certain  categorical  programs.  Despite  rhet- 
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oric  to  the  contrary,  Title  I  of  the  Elementary  and  Secondary 
Education  Act  is  a  program  that  works,  and  works  well.  By  decid- 
ing not  to  drastically  alter  this  program,  the  Committee  has  indi- 
cated quite  forcefully  the  importance  of  targeting  a  major  portion 
of  Federal  education  dollars  on  groups  who  definitely  need  addi- 
tional or  special  education  services. 

In  the  area  of  postsecondary  education,  we  have  been  forced  to 
make  many  unpleasant  changes,  particularly  in  the  Guaranteed 
Student  Loan  program.  Although  these  changes  are  ones  we  wish 
we  did  not  have  to  make,  they  are  changes  that  will  not  stop  the 
program  completely.  This  would  have  been  the  result  had  the 
Committee  adopted  the  recommendation  of  the  Reagan  Administra- 
tion. All  of  the  testimony  received  by  the  Committee  indicated  that 
the  loan  proposals  advanced  by  the  Administration  would  have 
resulted  in  no  guaranteed  loans  being  made  this  fall.  Over  two 
million  students  would  have  found  they  could  not  obtain  a  loan, 
and  it  is  estimated  that  college  enrollments  would  have  declined  by 
500,000  to  750,000  students.  Such  an  occurrence  would  have  been  a 
national  tragedy,  and  we  believe  that  the  proposals  adopted  by  the 
Committee  will  help  avoid  such  a  situation. 

The  changes  being  proposed  for  Federal  education  programs  are 
not  ones  that  we  agree  to  with  any  enthusiasm.  They  are,  however, 
the  least  painful  of  many  very  painful  choices.  We  believe  the 
economic  recovery  program  of  the  Administration,  which  encour- 
ages these  types  of  changes,  emphasizes  the  wrong  set  of  national 
priorities.  But,  if  we  do  not  make  these  changes,  we  are  confronted 
with  the  possibility  of  having  other  committees — ones  with  a  less 
comprehensive  understanding  of  these  important  concerns — sub- 
stantially alter  education  programs  on  which  we  have  worked  dili- 
gently for  many  years.  We  do  not  want  to  let  this  happen,  and  we 
believe  that  the  changes  recommended  by  this  Committee  are  the 
best  of  many  poor  options. 

Employment 

The  majority's  recommendation  calls  for  drastic  reductions  in  the 
authorized  funding  for  the  Comprehensive  and  Employment  and 
Training  Act  (CETA)  and  the  Wagner-Peyer  Act.  The  committee 
democrats  disagree  with  the  basic  philosophy  behind  the  reductions 
in  this  area,  because  we  believe  that  forging  a  coherent  policy  to 
reduce  inflation  requires  that  we  fully  utilize  this  nation's  human 
resources. 

At  a  time  when  we  are  deeply  concerned  with  productivity,  it 
makes  no  sense  to  take  away  from  unskilled,  disadvantaged  and 
young  Americans  their  opportunity  to  develop  marketable  skills 
through  employment  training.  The  majority's  short-sighted  recom- 
mendations in  this  area  run  counter  to  the  nation's  best  interest. 

Even  with  these  programs  in  place,  unemployment  among  young 
people  is  a  severe  national  problem.  Presently,  the  unemployment 
rate  among  teenagers  is  19  percent.  Among  minority  teenagers,  the 
unemployment  rate  reaches  the  astronomical  level  of  35  percent: 
And  in  some  inner  city  areas,  minority  youth  confront  50-60% 
unemployment  levels.  We  face  the  prospect  that  a  whole  genera- 
tion will  reach  adulthood  without  having  a  career  or  an  occupation. 
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In  that  spirit,  Senator  Metzenbaum  proposed  an  amendment 
which  would  have  increased  by  $200  million,  the  recommended 
authorization  level  for  Title  IV- A  of  the  CETA  youth  programs. 
The  majority's  recommendation  was  to  fund  this  program  at  no 
more  than  $406,200,000.  Current  policy  for  this  program  is  approxi- 
mately $1  billion.  Obviously,  the  magnitude  of  the  reduction  recom- 
mended by  the  majority  would  severely  retard  any  serious  effort  to 
close  the  gap  between  the  unemployment  rates  of  youth  and  those 
of  the  general  population.  The  rejection  by  a  9-7  vote  of  the  Metz- 
enbaum amendment  highlights  the  weakness  in  the  majority's  road 
to  economic  recovery.  Without  adequately  preparing  these  young 
people  for  employment,  we  can  be  sure  that  many  of  them  will  in 
the  future  be  unnecessarily  dependent  on  public  assistance. 

Edward  M.  Kennedy. 

Claiborne  Pell. 

Jennings  Randolph. 

Thomas  F.  Eagleton. 

Donald  W.  Riegle,  Jr. 

Harrison  A.  Williams,  Jr. 

Howard  M.  Metzenbaum. 
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Honorable  Pete  V.  Domenici 
Chairman 

Committee  on  Budget 
United  States  Senate 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 


Enclosed,  in  accordance  with  the  reconciliation  instruc- 
tion included  in  section  302  (12)  of  H.  Con.  Res.  115  and 
section  301(b)(2)  of  the  Congressional  Budget  Act,  are 
changes  in  law  to  achieve  cost  savings  as  required  by 
this  Committee's  reconciliation  instruction.     Also  en- 
closed is  the  Small  Business  Committee's  Report  to  ac- 
company these  statutory  provisions. 

At  a  full  Committee  meeting  held  June  2,  1981,  with  a 
quorum  present,  the  Committee  on  Small  Business  voted 
unanimously  to  transmit  the  provisions  herein.     We  are 
advised  by  the  Congressional  Budget  Office  that  these 
statutory  provisions  meet  or  exceed  the  Small  Business 
Committee's  instruction  for  fiscal  years  1981-1984. 


SAM  NUNN  LOWELL  WEICKER,  Jr. 

Ranking  Minority  Member  Chairman 


Enclosures 
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THE  SENATE  COMMITTEE  ON  SMALL  BUSINESS 
SUBMITS  THE  FOLLOWING 
REPORT 
TOGETHER  WITH 
ADDITIONAL  VIEWS 


To  Accompany  Transmittal  of  Changes  in  Law 
To  Achieve  Cost  Savings  Required  by  the 
Reconciliation  Instruction  Pursuant  to 
H.   Con.  Res.   115,   to  the  Senate  Committee 
on  Budget. 


The  Senate  Committee  on  Small  Business,  pursuant  to  Sec. 
302(12)   of  H.  Con.   Res.   115  and  Section  301(b)(2)   of  the 
Congressional  Budget  Act  herewith  transmits  changes  in  law  to 
achieve  cost  savings  as  required  by  the  Committee's 
reconciliation  instruction. 


SUMMARY  OF  RECONCILIATION  INSTRUCTION 

Section  302(12)  of  H.  Con.  Res.   115  provides  that: 

(12)   The  Senate  Committee  on  Small  Business 
shall  report  changes  in  laws  within  the  jurisdiction 
of  that  committee  sufficient  to  require  reductions  in 
appropriations  for  programs  authorized  by  that  com- 
mittee so  as  to  achieve  savings  in  budget  authority 
and  outlays  as  follows:     $97,000,000  in  budget 
authority  and  $67,000,000  in  outlays  for  fiscal 
year  1981;  $526,000,000  in  budget  authority  and 
$390,000,000  in  outlays  for  fiscal  year  1982;  and 
$564,000,000  in  budget  authority  and  $541,000,000 
in  outlays  for  fiscal  year  1983;  and  $554,000,000 
in  budget  authority  and  $533,000,000  in  outlays 
for  fiscal  year  1984. 

The  Committee's  primary  consideration  in  its 
deliberations  was  to  insure  that  legislative  changes  included 
herein  complied  with  this  instruction. 

Only  Small  Business  Administration  programs  are 
authorized  by  the  Committee  on  Small  Business.     These  programs 
are  broken  down  into  the  six  separate  funds  listed  and  briefly 
described  below. 
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The  Budget  Authority  and  Outlay  figures  listed  with  each 
program  are  the  current  policy  baselines  provided  to  the 
Committee  by  the  Congressional  Budget  Office.     These  levels 
-represent  the  baselines  used  by  the  Senate  Budget  Committee  as 
-their  starting  point  for  determining  savings  to  be  achieved. 
These  same  levels  were  used  by  this  Committee  in  making  its 
program  reductions  to  meet  the  reconciliation  instruction. 


I.     Disaster  Loan  Fund 


Current  Policy  ($  in  millions) 

1981  1982  1983  1984 

BA       0  BA       0  BA       0  BA  0 

1,470  1,643  180     767  205     92  275  218 

SBA  makes  direct  loans  to  homeowners  and  business 
affected  by  physical  disasters.     In  addition,   small  businesses 
may  be  eligible  for  "non-physical"    (economic)   disaster  assistance 
when  affected  by  a  variety  of  occurrences,  some  of  which  are 
specified  in  statute  including  aid  to  compensate  for  energy 
shortages,  lack  of  snow,  and  the  U.  S.   boycott  of  the  Moscow 
Olympic  Games. 


II.     Business  Loan  and  Investment  Fund  (BLIF) 


Current  Policy  ($  in  millions) 

1981  1982  1983  1984 

BA       _0  BA       0  BA       0  BA  0 

609     560  680     668  750     734  810  790 

■• 

Through  BLIF,  SBA  funds  direct  and  guaranteed  loans  to 
small  businesses.     Various  classes  of  loans  have  been  statutorily 
established  by  the  Congress  within  BLIF  to  target  assistance  to 
certain  industries  or  economic  sectors,   including  development 
companies,*  handicapped,  small  alternative  energy  source  companies 
and  Minority  Enterprise  Small  Business  Investment  Companies. 

BLIF  is  a  revolving  fund.     Repayments  of  principal  on 
loans  are  kept  within  the  fund  and  are  available  to  finance  new 
obligations.  These  repayments  are  supplemented  by  annual 
appropriations  to  meet  current  program  needs. 


79-757  0  -   81  -  60 
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III.     Salaries  and  Expenses  (S&E) 


Current  Policy   ($  in  millions) 

1981  1982  1983  1984 

BAO  BA       0  BA       0  BA  0 

233     230  252     249  259     257  266  264 

Over  60  percent  of  the  total  amount  provided  for  this 
fund  is  for  salaries  and  related  personnel  expenses. 

In  addition,  this  portion  of  the  Agency's  budget  funds 
all  non-lending  programs,   including  Management  Assistance, 
Procurement  Assistance,  Small  Business  Development  Centers, 
Advocacy  and  Minority  Small  Business. 


IV.     Surety  Bond  Guarantee  Revolving  Fund 

Current  Policy   ($  in  millions) 

1981  1982  1983  1984 

BAO  BA       0  BA       0  BA  0 

30     27  '  33     30  35     32  37  35 

Under  this  program,  SBA  extends  to  a  surety  company 
guarantees  of  up  to  90  percent  against  loss  in  order  to  make 
bonding  for  small  businesses  more  easily  obtainable. 

This  is  solely  a  guarantee  program;  therefore,  the 
•  amount  appropriated  is  used  only  to  honor  the  guarantee  on 
defaulted  bonds.     Thus,  $30  million  in  appropriations  for  this 
fund  is  sufficient  to  permit  the  Agency  to  guarantee  $1.6  billion 
in  Surety  Bonds. 


V.     Pollution  Control  Bond  Guarantee  Revolving  Fund 


Current  Policy  ($  in  millions) 

1981  1982  1983  1984 

BA       0  BA       0  BA_     0  BA  0 

0     -8  0     -9  0     -9  0  -8 

SBA,   in  cooperation  with  commercial  banks  and  state 
agencies,  aids  small  businesses  in  obtaining  long  term  financing 
for  mandated  pollution  contol  facilites.     Under  this  program,  SBA 
can  guarantee  100  percent  of  payments  due  under  qualified 
contracts,  associated  with  planning,  designing,   financing  or 
installating  pollution  control  facilities. 
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This  program  has  experienced  no  defaults  which  have 
resulted  in  a  loss  to  the  Agency.     Therefore,   there  is  no 
requirement  for  new  appropriations.     Fees  charged  by  SBA  have 
been  sufficient  to  cover  administrative  costs  associated  with  the 
program  and  to  provide  a  growing  reserve  against  possible  future 
defaults. 


VI.     Lease  Guarantee  Revolving  Fund 


Current  Policy  ($  in  millions) 

1981  1982  1983  1984 

BA       0  BA       0  BA       0  BA  0 

44  44  44  44 

Because  of  excessive  losses  associated  with  this 
program,   it  was  discontinued  in  1976.     The  $4  million  annual 
appropriation  is  required  to  resolve  outstanding  obligations. 


SUMMARY 

Adding  the  baselines  for  the  six  items  above  gives  the 
total  Agency  current  policy  baseline.  Savings  required  under 
reconciliation  are  subtracted  from  the  current  policy  baseline  to 
arrive  at  new  budget  authority  and  outlay  figures  which  the 
Committee  cannot  exceed  and  still  meet  reconciliation: 


($  in  millions) 


'    1981  1932  1983  1984 

Total  Current  Policy  Baseline    **      °  M      £  BA      0  BA  0 

For  SBA                                      2346     2458  1149     1709  1253     1110  1392  1303 

Savings  Required  Under 

Reconciliation                          -97      -67  -526    -390  -564     -541  -554  -533 

Revised  Budget  Ceiling.   .   .     2249     2391  623     1319  689       569  838  770 


Cuts  of  such  magnitude   (close  to  50  percent  in  1982) 
will  require  significant  changes  in  SBA's  structure  and 
operations.     Options  available  to  meet  such  large  instructions 
were  limited. 


As  can  be  seen,  only  three  accounts  —    BLIF,  Disaster 
and,  to  a  lesser  extent,  Salaries  and  Expenses,  allow  for 
significant  reductions  to  achieve  cost  savings. 
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Considering  the  limited  options  available  to  the 
Committee  to  achieve  cost  savings,  and  the  magnitude  of  the 
reconciliation  instruction,   the  Committee  was  required  to 
significantly  reduce,   and  in  some  cases  practically  eliminate, 
worthwhile  programs  which  have  been  of  proven  assistance  to  the 
small  business  community. 


SUMMARY  OF  CHANGES   IN  LAW 

Title  XII  is  divided  into  two  parts.     Part  A  deals  with 
the  disaster  assistance  programs  administered  by  the  Small 
Business  Administration  and  Part  B  provides  authorizations  for 
appropriations  and  program  levels  for  SBA  programs  in  fiscal 
years  1981-1984. 

In  essence,   the  Committee  achieves  the  spending 
reductions  required  by  making  legislative  changes  in  the  disaster 
loan  and  in  direct  lending  programs. 

The  Committee  agreed  to  change  the  laws  under  its 
jurisdiction  in  the  following  manner: 

Part  A  -  Disaster  Assistance: 

1.  )     In  fiscal  year  1981,  disaster  regulations 
which  took  effect  March  19,   1981,  and  substantially 
reduced  eligibility  and  benefits  for  certain  disaster 
victims  will  apply  to  those  applications  received  by  SBA 
after  that  date. 

2.  )     Non-physical  disaster  loan  programs  would  be 
eliminated. 

3.  )     Creditworthy  borrowers  —  businesses  and 
homeowners  —  would  no  longer  be  eligible  for  disaster 
loan  assistance  at  SBA. 

4.  )     Interest  rates  on  all  disaster  loans  would  be 
raised  to  the  government's  cost  of  borrowing. 

5.  )     Agricultural  enterprises  would  no  longer  be 
eligible  for  any  assistance  at  SBA. 
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Part  B-Author izations: 

1.)  Direct  lending  programs  are  reduced  from  $403 
million  to  $304  million  in  1981,  and  to  $180  million  in 
1982,  $188  million  in  1983  and  $279  million  in  1984. 

2).     Salaries  and  expenses  are  reduced  by  10 
percent  in  fiscal  years  1982-84. 


3)  .  Guaranteed  loans  are  maintained  at  a  constant 
$4  billion  program  level  in  fiscal  years  1982-84. 

4)  .     Surety  Bond  Guarantees  are  maintained  at  a 
constant  $1.6  billion  program  level  in  fiscal  years 
1982-84. 


5. "   Pollution  Control  Bond  Guarantees  are  raised  to 
$250  million  in  fiscal  year  1981,   remaining  constant 
through  fiscal  year  1984. 


BACKGROUND  AND  NEED  FOR  LEGISLATION 


Part  A  -  Disaster  Assistance 
SBA  Disaster  Program  and  the  March  19,  1981  Regulations 


Under  existing  law,  the  Small  Business  Administration  is 
authorized  to  make  direct  disaster  loans  to  homeowners,  farm  and 
non-farm  businesses  for  uninsured  damage  suffered  in  a 
"qualifying"  'disaster.     Between  1977  and  July  1980,   farmers  were 
fully  eligible  for  disaster  assistance  at  the  Small  Business 
Administration  on  the  same  basis  as  non-farm  businesses. 
Furthermore,   prior  to  legislation  adopted  in  July  1980,  disaster 
assistance  was  made  available  to  all  business  borrowers  at  the 
same  interest  rate,   regardless  of  the  business*  creditworthiness. 
Clearly,  however,  SBA  has  had  continuing  authority  to  adjust  the 
maturities  of  individual  disaster  loans  to  take  into  account  the 
business1   ability  to  repay.     Finally,  SBA's  disaster  assistance 
policy  has  always  been  to  provide  full,  100  percent,  coverage  of 
actual,  verified  loss  that  is  not  reimbursed  by  insurance  or 
otherwise . 

Disaster  loans  are  made  to  qualified  applicants  from  the 
"Disaster  Loan  Revolving  Fund",  established  at  SBA.     Prior  to 
July  1980,  SBA's  sole  basis  for  obtaining  capital  for  the  fund 
was  through  requested  appropriations.     These  appropriated 
dollars,  coupled  with  repayments  of  principal  on  the  loans  and 
the  interest  charged  to  borrowers   (less  an  interest  expense  SBA 
was  required  to  pay  Treasury),  was  available  for  lending  to 
subsequent  disaster  victims. 
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In  addition  to  the  regular  budget  requests  for  capital 
for  the  Disaster  Loan  Revolving  F,und,  SBA  has  requested  and 
received  seven  supplemental  appropriations  since  1976  in  order  to 
continue  funding  for  all  qualified  applications  at  the  full 
amount.     Despit*.  some  delays  in  providing  additional  funds  for 
disaster  lending,  no  previous  qualified  disaster  applicant  has 
been  denied  full  coverage. 

Legislation  initiated  by  this  Committee  and  approved 
during  the  96th  Congress   (Public  Law  96-302,  July  2,   1980)  made 
many  significant  changes     in  the  statutory  basis  for  eligibility, 
interest  rates  charged  to  borrowers,  and  in  the  mechanism  for 
obtaining  capital  for,  and  paying  interest  on,   the  Disaster  Loan 
Fund.     That  statute  recognizes  that  farmers,  who  had  previously 
been  fully  eligible  at  SBA  for  disaster  assistance  were  best 
served  by  obtaining  that  help  from  the  Farmers  Home 
Administration.     Furthermore,   the  law  recognized  that  businesses 
who  were  "able  to  obtain  credit  elsewhere"  would  continue  to  be 
eligible  for  aid,  but  with  no  interest  subsidy  below  the  full 
cost  of  money  to  the  Federal  Government. 

In  summary,  Public  Law  96-302  provides: 

At  SBA: 

—  Homeowners  are  eligible  for  assistance 

at  a  rate  of  3%  on  the  first  $55,000  of  assistance,  cost- 
of-money  to  the  Federal  Government,   currently  9-1/4%, 
above  $55,00  0; 

—  Farmers  must  first  seek  assistance  from 
Farmers  Home  Administration; 

—  Businesses  NOT  able  to  get  credit  elsewhere 
are  eligible  for  assistance  at  a  rate  of  5%   (up  to 
$500,000  maximum);  and 

—  Businesses  able  to  get  credit  elsewhere  are 
eligible  for  assistance  at  a  rate  equal  to  the  government's 
cost  of  money,  currently  9-1/4%   (up  to  $500,000  maximum). 

The  Act  also  provides  a  graduation  review  two  years 
after  a  business  disaster  loan  is  made.   If  the  Agency  determines 
the  borrower  is  credit  worthy,  the  borrower  must  obtain  private 
sector  financing  and  repay  SBA. 

And  at  FmHA : 

—  Farmers  NOT  able  to  get  credit  elsewhere 
are  eligible  for  assistance  at  a  rate  of  5%   (up  to 
$500,000  maximum);  and 

—  Farmers  able  to  get  credit  elsewhere  are 
eligible  for  assistance  at  the  government's  cost  of 
money,  currently  9-1/4%,     up  to  a  maximum  $500,000. 
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A  graduation  review  procedure  similar  to  that  required 
of  SBA  is  also  in  place  at  FmHA. 

Under  the  Continuing  Appropriations  Resolution  approved 
in  the  closing  days  of  the  96th  Congress,  an  additional  $700 
million  supplemental  appropriation  for  the  disaster  fund   (of  a 
total  $1,480  million  requested  by  the  President)  was  approved  and 
enacted.     The  Congressional  decision  on  the  remaining  $780 
million  was  postponed  until  the  need  for  additional  funding  was 
more  firmly  demonstrated. 

When  the  Reagan  Administration  submitted  its  revised 
fiscal  year  1981  budget  proposals,   it  withdrew  the  previously 
submitted  $780  million  request  for  additional  funds  required  to 
fully  fund  pending  and  "projected"  disaster  applications. 

On  March  19,  1981,  SBA's  Acting  Administrator  Roger 
Jones  announced  that: 

In  recognition  of  severe  funding  limitations 
in  the  face  of  unprecedented  demand  for  disaster 
assistance,  changes  in  eligibility  are  necessary  to 
assure  the  continuing  availability  of  recovery 
assistance  to  all  disaster  victims   .    .   .   the  drought 
catastrophies  of  the  past  summer  have  placed  a 
severe  strain  on  funds  available  for  disaster 
assistance.     In  addition,   the  critical  national 
economic  and  fiscal  circumstances  preclude  supple- 
mental disaster  appropriations. 

The  changes  in  eligibility  announced  on  March  19,  and 
which  went  into  effect  on  that  date,  include: 

—  The  amounts  of  business  physical  disaster  loans  are 
(other  than  home  loans)   limited  to  not  more  than  60  per- 
cent of  verified  loss.     Previously,  a  business  was  eligible 
for  loans  equal  to  all  verified  losses  up  to  a  maximum 

of  $500,000. 

—  Economic  injury  loans  can  not  exceed  $100,000. 
Previously,  there  was  a  $500,000  limit  on  such  loans 
except  in  "substantial  hardship"  cases. 

.-»-  Business  disaster  loans  can  be  made  only  to  con- 
cerns unable  to  obtain  the  financial  assistance  from 
their  own  or  their  principal's  resources  or  credits. 

Changes  were  also  made  in  the  rules  for  determining  when  SBA 
would  declare  a  disaster.     However,   interest  rates  remain  the 
same. 

The  changes  were  immediately  applicable  to  approximately 
$1.1  billion  in  disaster  loan  applications  which  had  already  been 
received  by  SBA  as  of  March  19,  1981,  but  which  SBA  had  not 
approved.     In  addition,  the  rules  changes  were  applicable  to  new 


950 


-  9  - 

loan  applications  from  potentially  eligible  borrowers  who  had  not 
submitted  their  request  for  assistance  to  the  appropriate  SBA 
office  prior  to  March  19,   1981,   even  though  affected  by  a 
disaster  declared  prior  to  that  date.     Of  course,   the  changes 
also  apply  to  future  applications  that  will  be  submitted  under 
"declarations"  made  by  SBA  after  March  19. 

;>-During  three  Committee  hearings,  Members  of  the  Senate 
Small  Business  Committee  raised  questions  about  the  "equity"  of 
changing  eligibility  criteria  for  disaster  victims  retroactively. 
Two  bills  were  introduced  in  the  Senate  to  overturn  the 
retroactive  application  of  the  March  19  regulations. 

One  bill,  S.   865,    introduced  by  Senators  Pryor  and 
Bumpers,   provided  that  SBA  shall  act  on  requests  for  assistance 
"under  the  rules  and  regulations  in  effect  on  the  date  such 
application  is  received  by  the    (Small  Business)  Administration 
(emphasis  added).     A  second  bill    (S.   987)    introduced  by  Senator 
Nunn  and  nine  others ,,  provided  that: 

With  respect  to  a  disaster  which  commenced  on  or 
before  March  19,   1981,  any  application  for  assistance 
.    .    .   shall  be  acted  upon  by  the    (Small  Business) 
Administration  under  the  rules  and  regulations  in 
effect  on  the  date  the  disaster  commenced. 
(Emphasis  added)  . 

Neither  S.   865  or  S.   987  would  of   itself  require 
additional  "costs";  both,  however,  would  significantly  increase 
the  "pressure"  on  the  Small  Business  Administration's  limited 
remaining  capital   in  the  Disaster  Loan  Revolving  Fund. 

The  Administration  estimates  that  an  additional  $573 
million  in  application's  which  SBA  had  in-house  on  March  19  would 
be  eligible  for   funding   if  S.   865  were  enacted   in  its  current 
form.     SBA  estimates  that  the  enactment  of  S.   987  in  its  present 
form  would  make  eligible  an  additional  $1.8  billion  in 
applications  above  those  that  would  be  made  eligible  under  S. 
865. 

Taking   into  consideration  the  current  limited 
availability  of  funds  for  disaster  lending,   the  estimated 
additional   "pressure"   that  would   result  by  enactment  of  either  of 
these  two  proposals  and  the  desire  of  the  Committee  to  ensure*** 
that  disaster  victims  are  treated  fairly  and  equitably  by  the 
Federal  Government,  amended  provisions  of  S.   865  are   included  as 
part  of  the  Committee's  reconciliation  package. 

Adoption  of  S.  865  will  ensure  that  applications  filed 
with  SBA  prior  to  the  March  19,   1981,    rules  changes  will  be 
processed  under  the  rules  in  effect  when  the  application  was 
received . 

Disaster  victims  who  applied  or  will  apply  for 
assistance  after  March  19,   1981,   even  though  affected  by  a 
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disaster  declared  prior  to  that  date,  will  be  processed  under  the 
new  regulations.  This  action  restores  a  much  more  equitable 
procedure  than  applying  different  assumptions  of  eligibility  and 
coverage  to  applications  which  have  already  been  filed  but  may 
not  have  been  processed  by  SBA. 

During  the  Committee's  consideration  of  cost  savings 
proposals  at  its  June  2,  1981  mark-up,  the  question  of  inclusion 
of  the  provisions  of  S.  865  as  part  of  reconciliation,   and  the 
effect  of  that  action  on  the  Committee's  ability  to  comply  with 
its  instruction,  was  fully  debated. 

The  additional  $573  million  in  lending  made  eligible  by 
inclusion  of  S.  865  is  viewed  as  an  increase  by  the  Congressional 
Budget  Office  and  impacts  on  the  Committee's  ability  to  achieve 
savings  required  under  Reconciliation  in  fiscal  year  1981. 

The  current  policy  baseline  for  the  Disaster  Loan  Fund 
in  1981  is  $1.47  billion  in  budget  authority  and  $1,643  billion 
in  outlays.     This  baseline,  which  was  used  by  the  Senate 
Committee  on  Budget  during  their  deliberations  on  cost  saving 
measures,  and  which  they  provided  to  this  Committee  as  our 
starting  point  for  deliberations,  assumes  the  enactment  of  a  $780 
million  supplemental  for  the  Disaster  Loan  Fund.  This 
supplemental  has  not  been  enacted.     Actual  appropriations  enacted 
to  date  total  $690  million. 

Therefore,   the  Committee's  inclusion  of  S.  865  as  part 
of  reconci lation  is  treated  as  requiring  additional  budget 
authority  above  the  $690  million  already  appropriated.     Even  if 
SBA  required  the  full  additional  $573  million  in  1981,  total 
budget  authority  required  for  disaster  lending  would  be  $1,263 
billion,  or  $207  million  below  the  current  policy  baseline,  and 
therefore,  not^in  excess  of  FY  1981  levels  assumed  for  programs 
under  the  jurisdiction  of  this  Committee  in  the  Reconciliation 
instruction. 

The  Committee  recognizes  the  budgetary  pressure  placed 
upon  the  Disaster  Loan  Fund  with  the  inclusion  of  S.  865.  This 
potential  demand  on  the  program  demonstrates  the  need  to  enact 
major  reforms  in  order  to  regain  tighter  fiscal  control.  In 
section  1201  of  this  Act,   these  necessary  changes  in  the  disaster 
program  are  achieved,   thereby  significantly  reducing  disaster 
loan  program  costs  in  fiscal  years  1982-84. 

With  respect  to  this  current  fiscal  year,   the  Committee 
believes  the  administrative  actions  taken  by  SBA  to  achieve  cost- 
savings  were  highly  unacceptable  and  must  be  corrected. 

The  emergency  regulations  promulgated  by  SBA  changed  the 
rules  in  midstream,  causing  disaster  victims  affected  by  the  same 
disaster  to  be  treated  differently.     The  retroactive  application 
of  a  rule  change  is  unfair  and  improper.     The  Committee  believes 
that  as  a  bare  minimum,   those  applications  pending  prior  to  March 
19,   1981,  should  be  processed  under  the  previous  procedures. 
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By  adopting  S.  865,  pending  applications  for  past 
disasters  will  exhaust  the  remaining  loan  funds  available.  It 
would  be  necessary  to  appropriate  additional  funds  should  another 
disaster  occur  in  the  remaining  months  of  this  fiscal  year.  The 
Committee  believes  such  a  request  for  additional  funds  should  be 
considered  on  its  merits  based  on  the  disaster  circumstances 
which  may  arise.     This  procedure  is  far  more  equitable  than 
retroactive  changes  designed  to  stretch  the  disaster  fund  at  the 
expense  of  already  eligible  victims. 


Statutory  Changes  in  Disaster  Assistance  Programs 

The  Committee's  changes  in  law  under  Part  A  amend  SBA's 
disaster  lending  programs  to  tighten  eligibility,  eliminate  non- 
physical  disaster  loan  programs  and  set  a  uniform  ceiling  on  all 
interest  rates  tied  to  the  Treasury  borrowing  rate. 

The  Committee  believes  that  these  changes  will  ensure 
that  the  most  needy  victims  of  disaster  will  receive  federal 
assistance . 

On  May  15,  1981,  the  Committee  held  a  hearing  on  SBA's 
disaster  loan  program  and  related  legislation  pending  before  the 
Committee. 

The  hearing  addressed,  in  part,  cost  savings  which  could 
be  achieved  by  enactment  of  S.  945  or  similar  legislative  changes 
in  the  disaster  loan  program. 

Testimony  at  the  hearing  from  SBA's  Inspector  General 
indicated  that  SBA's  disaster  programs,  which  represent  70 
percent  of  all  loans  made  by  the  Agency,  have  been  "sadly 
neglected"  and  poorly  run.     SBA  has  had  inadequate  staffing,  and 
a  number  of  problems  have  developed,   including  an  inability  to 
service  its  loan  portfolio.     As  a  result,  nearly  $1.2  billion  in 
disaster  loans,  approximately  20  percent  of  the  loans 
outstanding,  are  either  past-due,  delinquent,  deferred,  or  in 
liquidation. 

By  significantly  reducing  future  demand  on  the  disaster 
program,  the  legislation  adopted  by  the  Committee  will  permit  SBA 
to  continue  its  assistance  to  needy  disaster  victims  in  a  timely 
and  efficient  manner. 

The  bill  amends  section  7(b)   of  the  Small  Business  Act 
by  providing  that  no  disaster  loan  will  be  made  by  SBA  unless  it 
finds  that  "credit  is  not  otherwise  available  from  all  Federal 
and  non-Federal  sources  taking  into  consideration  the  prevailing 
rates  and  terms  in  the  community  in  or  near  where  the  concern 
transacts  business,  or  the  homeowner  resides,  for  similar 
purposes  and  periods,  of  times."  This  "credit  elsewhere  test", 
therefore,  excludes  from  SBA  disaster  assistance,  business 
concerns  and  homeowners  able  to  obtain  financing  from  other 
sources. 
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Section  7(b)(1)    of  the  Small  Business  Act,  which  has 
been  the  statutory  basis  for  disaster  loans  is  amended  to 
specifically  authorize  loans  only  to     "repair,   rehabilitate,  or 
replace  property^   real  or  personal,  damaged  or  destroyed." 
Section  7(b)(2)   of  the  Small  Business  Act,   as  amended,  continues 
to  authorize  loans  to  business  concerns  which  SBA  determines  have 
suffered  substantial  economic  injury  as  a  result  of  a  physical 
disaster  as  declared  under  certain  pertinent  triggering 
legislation. 

The  bill  also  repeals  the  authority  for  the  so-called 
non-physical  disaster  loans  currently  authorized  by  subsections 
7(b)(3)   through   (9)   and  7(g)   of  the  Small  Business  Act.  The  non- 
physical  disaster  provisions  of  the  Act  have  evolved  to  meet 
specific  problems  facing  businesses.     The  Committee  believes  that 
continuation  of  SBA's  non-physical  disaster  loan  program  is  not 
appropriate  for  the  following  reasons: 

-  The  broad  and  ambigious  authority  provided 

SBA  to  declare  non-physical  disasters,  diverts 
Agency  resources  from  responding  to  physical 
disasters  which  destroy  businesses  and  homes. 

-  The  legislation  authorizing  nonphysical  disaster 

assistance  is  based  on  the  premise  that  Federal  regu- 
latory actions  to  protect  general  public  health, 
safety,  or  welfare  should  create  compensable  claims 
for  private  industry  adversely  affected  by  such 
regulations;  and 

-  To  the  extent  that  financial  assistance  is  justified  to 

mitigate  economic  injury,  such  assistance  may  be  pro- 
vided through  SBA's  regular  business  loan  program  or 
private  sources.     Many  of  the  non-physical  disaster  loans 
are  currently  justified  only  in  terms  of  what  are  really 
business  problems  and  should  be  treated  as  such. 

d m  In  addition,   the  legislation     establishes  a  uniform 
interest  rate  for  SBA's  share  of  all  disaster  loans.  The 
Committee  notes  that  this  new  interest  rate,  which  is  tied  to  the 
government's  cost  of  money,   is  still  substantially  lower  than 
what  is  available  from  private  sources. 

The  bill  also  repeals  SBA's  authority  to  make  disaster 
or  regular  business  loans  to  agricultural  enterprises.     As  a 
result  of  this  change  sole  responsibility  for  all  such  lending 
lies  with  the  Department  of  Agriculture's  Farmers  Home 
Administration.     SBA's  authority  to  make  home  and  personal 
property  disaster  loans  to  farmers  would  not  be  changed.  There 
is  no  duplication  of  effort  in  this  area. 

Part  B  -  Program  Authorizations 

Changes  in  statutory  provisions  in  the  disaster  lending 
programs  included  in  Part  A,  provided  the  Committee  with  only  a 
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part  of   the  savings   required  by  Reconciliation.        Therefore,  the 
Committee  was   required  to  find  additional  cost  savings  through 
reductions   in  authorizations  for  appropriations   in  SBA's 
programs . 

Business  Lending  Levels 

The  most  substantial  reductions  which  the  Committee 
approved  came  from  the  business  lending  programs  administered  by 
SBA ,    especially  the  direct   lending  programs. 

Reductions   in  budget  authority  and  authorizations  from 
the   current  policy  baseline   for   the  Business   Loan  and  Investment 
Fund  which  are   included   in  Title  XII,   Part  B  are  as  follows: 


($   in  millions) 


1981 

1982 

1983 

1984 

Current  Policy 

609 

680 

750 

810 

Reductions 

-  97 

-318 

-328 

-245 

New  authorization 

512 

362 

422 

565 

The  level  of  authorization  will  allow  for  a  direct 
lending   program  of  $304  million  in  1981,    $180  million  in  1982, 
$188  million   in   1983,   and  $279  million   in  1984,    and  a  $4.0 
billion  total  guarantee  program  in'  fiscal  years  1982-1984. 

This  Committee's  March  15,   1981  report  to  the  Senate 
Committee  on  Budget  as   required  by  section   301  of  the 
Congressional  Budget  Act  provided  recommendations  on  programs  and 
"policies  under  our   jurisdiction.     The  Committee  stated: 

The  Committee  believes  that  the  SBA  must  be  strengthened 
and   restructured  to  utilize   its  available  resources  in 
more  effective  and   efficient  ways.     As   the  Committee 
has   recommended   in  the  past,    this  can  be  achieved  by 
shifting  to  the  private  sector  a  greater  portion  of 
the   responsibility  for  administering  non-disaster  loan 
assistance  and   reallocating  a  greater  portion  of  the 
Agency's  resources   in  the  non-lending  activities.  In 
addition  the  Committee  has  encouraged  modest  shifts 
from  direct  lending  to  guarantee   lending  programs  ... 

While  the  reductions   in  direct   lending  levels  included 
in  section  1210  of  this  bill  go  far  beyond  what  this  Committee 
considers   "modest  shifts,"   the  actions  taken  by  the  Committee 
here  are  consistent  with  the  policy  direction  recommended  in  the 
March  15th  Report. 

The  following  table  summarizes  the  actions  taken  by  this 
Committee  in  this  bill  with  regard  to  the  business  lending 
functions  of  the  SBA. 
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In  developing  these  program  levels,  the  Committee  made 
certain  policy  determinations  with  regard  to  the  various  line- 
item  lending  programs. 

First,  priority  was  given  to  retaining  sufficient 
funding  for  those  direct  lending  programs  which  best  stimulate 
economic  growth  through  job  creation  and  private  investment. 
Specifically,  the  Committee  agreed  to  maintain  the  Minority 
Enterprise  Small  Business  Investment  Company  (MESBIC)  program  and 
the  Development  Company  Loan  program  at  existing  levels. 

Through  the  MESBIC  program,  private  dollars  are 
leveraged  by  government  capital  which  then  is  invested  in  small 
minority  businesses. 

In  testimony  provided  to  the  Committee  at  its  May  15th 
hearing,  Kirk  Saunders,  Chairman  of  the  Board  of  the  American 
Association  of  MESBICs,  stated: 

By  1980,  MESBICs  had  invested  over  $176  million  in 
over  3,000  small  business  concerns.     In  1980,  MESBICs 
invested  $42.2  million  in  547  financings  .   .   .  The 
$42.2  million  invested  by  MESBICs  generated  an  addi- 
tional $84  million  in  capital  into  MESBIC  small  business 
concerns.     The  benefit  cost  ratio  to  the  government  is 
39*1. 

The  Committee  believes  strongly  that  this  source  of 
capital  for  small  minority  businesses  must  be  retained.  A 
substantial  reduction  in  government  funds  for  the  MESBIC  program 
would  cause  serious  hardships,  both  on  the  MESBIC  industry  and  on 
minority  businesses.     Therefore,   the  Committee  provides  $35 
million  for  MESBICs  in  fiscal  years  1982  through  1984. 

•  *  Development  Companies  established  under  sections  501  and 

502  of  the  Small  Business  Investment  Act  of  1958,  help  finance 
projects  for  small  business  to  expand,   to  build  new  plants,  or  to 
purchase  new  machinery  and  equipment.     These  fixed  asset 
purchases  require  long-term  financing  which  often  is  not 
available  from  commercial  banks.     Through  the  use  of  direct  loan 
money  under  this  program,   local  development  companies  have  put 
together  financial  packages  at  affordable  terms  which  have 
allowed  these  small  businesses  to  expand. 

At  a  time  when  the  cost  and  availability  of  capital  is  a 
primary  problem  faced  by  small  businesses,   this  type  of  targeted 
assistance  to  achieve  economic  growth  is  essential. 

Provisions  of  Public  Law  96-302  authorize  SBA  to 
guarantee,  under  certain  specified  conditions,  debentures  issued 
by  a  qualified  State  or  local  development  company.     However,  the 
Committee  does  not  believe  this  new  funding  mechanism  should  be 
considered  as  the  sole  funding  source  for  these  companies. 
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The  existing  "502"  Local  Development  Company  program  has 
been  a  very  important  tool  in  retaining  and  increasing  jobs  in 
cities,  thereby  adding  to  the  economic  base  of  local  communities. 

Therefore,  the  Committee  recommends  a  $23  million  level 
for  direct  Development  Company  Loans  for  fiscal  years  1982 
through  1984. 

Four  other  statutorily  created  lending  programs 
authorize  direct  loans  to  small  businesses.     The  regular  business 
lending  program   (section  7(a)),  the  Handicapped  Assistance  Loan 
Program   (section  7(h))f   the  Economic  Opportunity  Loan  Program 
(section  7(i))f  and  the  Energy  Loan  Program   (section  7(1) ),  are 
retained  at  substantially  reduced  levels. 

The  Committee  believes  that  the  enabling  legislation, 
specific  program  levels,  and  authorizations  for  appropriations 
for  these  programs,   should  be  retained,  even  at  the  reduced 
levels  provided  in  this  bill,  so  that  SBA  can  continue  to  support 
those  small  businesses  most  in  need  of  financial  assistance. 

This  Committee  has  consistently  supported  reasonable 
growth  in  SBA's  guaranteed  lending  programs.     The  Committee  is 
pleased  with  the  Agency's  progress  in  implementing  the  Bank 
Certification  Program,   the  non-bank  lender  program  and 
encouraging  greater  use  by  participating  lenders  of  secondary 
market  sale  of  guarantees.     All  of  these  activities  are 
substantial  program  improvements  which  accrue  to  the  benefit  of 
small  business  borrowers. 

While  the  Committee  believes  that  moderate  expansion  of 
the  guaranteed  lending  programs  would  be  justified  and  desirable, 
recognizing  the  fiscal  restraints  necessary  to  meet 
'reconciliation,   the  Committee  has  endorsed  a  constant  $4.0 
billion  guarantee  program  for  fiscal  years  1982-84.     Within  that 
total  $4.0  billion,  the  Committee  has  placed  a  priority  on  the 
growth  and  expansion  of  the  Certified  Development  Company  Program 
created  in  1980  and  authorized  by  section  503  of  the  Small 
Business  Investment  Act  of  1958.     On  May  20,  1981,  SBA 
Administrator  Cardenas  announced  the  support  of  the  Reagan 
Administration  for  expansion  of  the  "503"  program.     Mr.  Cardenas 
stated : 

The  "503"  program  does  encourage  private  sector 
involvement  in  job  creation  and  economic  recovery 
within  a  community.     The  program  definitely  is  in 
keeping  with  President  Reagan's  initiatives  .   .  . 

The  Committee  therefore  recommends  increases  in 
guarantee  authority  for  the  Development  Company  Program, 
including  the  Certified  Development  Company  Program,  of  $250 
million  in  1982,  $350  million  in  1983,  and  $400  million  in  1984. 
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Salaries  and  Expenses 

The  Small  Business  Committee  has  consistently  placed  a 
high  priority  on  the  expansion  of  the  "non-lending"  activities  of 
SBA,   funded  through  the  Salary  and  Expense  account.  Certain 
priority  programs  within  the  Salary  and  Expense  fund  are  provided 
with  specific  line-item  authorizations  to  ensure  adequate 
funding . 

The  Committee  reemphasizes  the  need  to  upgrade  SBA's 
efforts  in  the  areas  of  Management  Assistance,  Procurement 
Assistance,  Advocacy  and  Economic  Research,  Minority  Small 
Business,  and  Program  Evaluation  and  Data  Management,   through  the 
continuation  of  line^item  authorizations  for  fiscal  years  1982 
through  1984. 

In  addition,   the  Committee  is  concerned  about  the 
Administration's  recommended  elimination  of  the  Small  Business 
Development  Center    (SBDC)  Program. 

Section  21  of  the  Small  Business  Act,  as  added  by  Public 
Law  96-302   (July  2,  1980),  provides  a  statutory  framework  for  a 
pilot  SBDC  program  through  fiscal  year  1984.     Prior  to  enactment 
of  this  statute,   SBA  administratively  created  an  SBDC  program  but 
provided  little  guidance  to  the  centers  as  to  the  Agency's 
expectations. 

This  initial  program  has  been  subject  to  criticism,  some 
justified,   for  its  lack  of  consistency  and  mixed  performance. 

The  Committee  believes  that  the  statutory  framework 
provided  in  P.L.  96-302  will  substantially  improve  the  SBDC 
.  program  and  insure  that  SBDCs  will  utilize  all  available 
resources,   including  those  of  the  private  sector,   in  providing 
the  best  management  assistance  to  small  business. 

Furthermore,   the  SBDC  program  provides  a  mechanism  for 
leveraging  a  relatively  small  amount  of  federal  funds  with 
private  capital  to  provide  the  total  funding  for  each  center. 

Therefore,   the  Committee  has  provided  a  line-item 
authorization  for  SBDCs  of  $12  million  for  each  fiscal  year  1982- 
1984. 
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Pollution  Control  Bond  Guarantee  Program 

This  title  would  increase  the  program  level  for 
guarantees  for  SBA's  pollution  control  bond  program  from  $110 
million  to  $250  million  annually  for  fiscal  years  1981,  1982, 
1983  and  1984.   In  substance,   this  program  permits  the  SBA  to 
guarantee  100  percent  of  the  payments  due  under  qualified 
contracts  for  the  financing  and  acquisition  of  pollution  control 
facilities  by  small  businesses.  This  financing  is  normally 
obtained  from  the  proceeds  of  the  sale  of  tax-exempt  bonds  issued 
by  state  or  municipal  authorities.  The  SBA  revolving  fund  was 
created  and  capitalized  to  pay  for  any  defaults  that  might  occur. 

By  using  tax-exempt,  SBA-guaranteed  pollution  control 
revenue  bonds,  SBA  cooperates  with  commercial  and  investment 
banks  and  local  and  state  authorities  to  provide  access  to  long- 
term,  below  market  financing  to  eligible  small  businesses  in  the 
same  manner  that  large  corporations  obtain  their  financing  for 
pollution  facilities. 

The  general  guidelines  used  by  SBA  in  considering 
individual  applications  for  assistance  under  this  program  are: 

o     That  the  applicant  meets  the  SBA  size  standards, 
and  is  or  is  likely  to  be  at  an  operational 
or  financing  disadvantage  with  other  business, 
and  that  the  pollution  control  facilities  to 
be  financed  help  prevent,   reduce,  abate 
or  control  pollution  or  contamination. 

o    That  the  applicant  has  been  in  business  at  least 
five  years  and  has  been  profitable  for  at  least 
three  of  the  last  five  years. 

o  That  the  business  is  able  to  generate  cash  flow 
sufficient  to  pay  all  debt  service  requirements 
on  the  proposed  financing. 

o    That  the  principal  amount  to  be  financed  does  not 
exceed  $5  million. 

This  has  been  one  of  SBA's  most  successful  and  problem- 
free  programs.     Since  its  inception,  SBA  has  guaranteed  over  $238 
million  in  principal  amount  of  obligations,  for  over  200  small 
companies,  employing  nearly  20,000  people.     Financing  for 
pollution  abatement  facilities  has  occurred  in  25  states  with 
more  participating  states  projected  in  the  future.     When  this 
program  was  enacted  in  1976,  a  revolving  fund  capitalized  at  $15 
million  was  created.     Fees  charged  borrowers  for  processing  and 
guaranteeing  the  bonds  are  paid  into  the  fund.  Liabilities 
incurred  through  defaults  .would  be  paid  out  of  that  fund.  To 
date,  through  collection  of  guarantee  and  other  fees  of  over  $16 
million,  this  fund  has  more  than  doubled  to  approximately  $31 
million,  without  further  appropriations  required  from  Congress. 
In  addition,  through  investment  of  the  monies  in  the  revolving 
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fund,  SBA  has  earned  an  additional  $738  thousand  during  the  first 
six  months  of  FY  1981  for  the  Government.     (Investment  authority 
was  not  granted  until  FY  1981.)     At  this  rate,  the  program  earns 
approximately  $1.5  million  per  year  for  the  governemnt. 

During  the  life  of  the  program,  only  one  default  has 
occurred  which  according  to  CBO  and  SBA,  will  not  result  in  any 
ultimate  loss  to  the  Government.     Accordingly,  because  of  the 
proven  worth  of  SBA's  pollution  control  program,  the  Committee 
has  supported  an  increase  in  the  funding  level  for  this  program 
to  $250  million  for  each  fiscal  year  1981  through  1984. 

Surety  Bond  Guarantees  Program 

Small  business  contractors  and  subcontractors  who  seek 
public  (and  some  private)   construction  jobs  are  often  required  to 
furnish  surety  bonds.     Through  its  surety  bond  guarantee  program, 
SBA  can  assist  such  contractors  by  extending  a  guarantee  to  a 
surety  of  up  to  90  percent  against  loss  in  order  to  make  bonding 
more  easily  obtainable.     Bid  bonds  as  well  as  payment  and/or 
performance  bonds  may  be  guaranteed  on  contracts  of  up  to 
$1,000,000.  SBA  may  guarantee  up  to  90  percent  of  bonds  less  than 
$250,000  and  up  to  80  percent  of  bonds  from  $250,000  to 
$1,000,000.       SBA  may  also  pay  a  surety  up  to  10  percent  of  the 
value  of  the  contract  in  order  to  prevent  a  breach  of  that 
contract  when  such  a  breach  is  imminent. 

SBA  does  not  directly  bond  a  contractor.     If  small 
contractors  need  a  surety  bond,  they  contact  their  agents  and 
apply  for  a  bond  by  providing  various  background,  credit,  and 
financial  information  required  by  the  surety  company.     The  agent 
submits  this  underwriting  information  to  the  surety  company  which 
decides  whether  to  execute  the  bond  with  SBA's  guarantee.  Surety 
"companies  eligible  to  receive  SBA's  guarantees  must  be  included 
in  the  U.  S.  Treasury  Department's  list  of  qualified  sureties. 

If  the  surety  decides  to  execute  the  bond  with  SBA's 
guarantee,   it  forwards  to  SBA  the  contractor's  application  along 
with  underwriting  information  such  as  the  applicant's  experience 
and  financial  position.     SBA  reviews  the  information  and  approves 
or  disapproves  the  bond  guarantee. 

SBA  can  approve  a  bond  guarantee  only  if  the  following 
conditions  are  met: 

o    The  party  seeking  the  bond  is  a  small  business 
concern  with  annual  receipts  of  $3.5  million 
or  less  in  the  construction  business  under 
the  existing  size  standards. 

o    The  bond  is  required  in  order  for  the  party  to 
bid  on  or  perform  the  contract. 

o    The  bond  is  not  otherwise  obtainable  under  reasonable 
terms  and  conditions. 
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o     The  applicant  can  be  reasonably  expected 
to  perform  as  required  by  the  contract. 

o     The  contract  meets  requirements  established 

by  SBA  for  feasibility  of  successful  completion 
and  reasonableness  of  cost. 

o  The  terms  and  conditions  of  the  bond  are 
reasonable  in  light  of  the  risk  involved 
and  the  extent  of  the  surety's  participation. 

The  surety  company  pays  SBA  a  guarantee  fee  of  20 
percent  of  its  bond  premium. 

In  the  event  of  default  by  the  contractor,   the  surety 
company  is  obligated  to  complete  the  contract.     All  claims  are 
processed  through  SBA's  central  office.     The  SBA  Guarantee 
Agreement  specifies  that  the  surety  shall  take  charge  of  all 
claims 'matters  arising  under  the  bonds,  determine  its  liability, 
compromise,  settle,  or  defend  any  claim  or  suit,  and  take  such 
action  as  it  deems  necessary  to  minimize  loss.     The  surety  has 
the  right  to  recover  any  losses  it  sustains  from  the  contractor. 
In  addition,  SBA  must  reimburse  the  surety  for  80  to  90  percent 
of  its  unrecovered  losses  up  to  the  level  of  the  federal 
guarantee. 

It  is  clear  that  without  SBA's  Surety  Bond  Guarantee 
Program,  an  untold  number  of  viable,  small  business  contractors 
would  not  be  able  to  operate  and  compete. 

Since  the  inception  of  the  program  in  1971,  through 
April  1,  1981,.  the  Agency  has  guaranteed  bonds  on  130,734 

^contracts  at  a  va»lue  of  approximately  $9,780  billion.  In 
addition,  the  Agency  has  calculated  that  based  upon  the  price 

'difference  between  the  successful  small  business  bidder  and  the 
next  higher  bidder,  the  net  profit  or  savings  to  the  government 
from  SBA's  Surety  Bond  Guarantee  Program  has  been  over  $217 
million. 

On  April  10,  1981,  SBA  issued  regulations  restricting 
the  amount  of  the  bond  that  a  contractor  could  obtain  with  an  SBA 
guarantee  as  part  of  the  Administration's  efforts  to  curb 
spending.   It  was  limited  to  an  amount  no  greater  than  125  percent 
of  the  last  bond  received  by  the  contractor.     Complaints  from  the 
small  business  contractors  were  immediate  and  raised  questions  of 
serious,  potential  harm  to  small  business  contractors  who 
participate  in  the  program. 

Accordingly,  in  order  to  continue  to  assist  viable 
contactors  who  need  the  program  and,  in  effect,  save  the 
government  money  through  competition,  the  Committee  agreed  to 
maintain  the  Surety  Bond  Guarantee  program  level  at  $1.6  billion 
through  FY  1984. 
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COMMITTEE  CONSIDERATION  AND  LEGISLATIVE  HISTORY 

In  reporting  our  March  15  recommendations  to  the 
Committee  on  Budget  for  programs  under  our  jurisdiction  as 
required  by  Section  301(c)  of  the  Congressional  Budget  Act,  the 
Committee  on  Small  Business  stated: 

The  Committee  firmly  believes  that  the  SBA 
should  take  its  fair  share  of  reductions 
consistent  with  the  Administration's  overall 
objective  of  economic  recovery. 

However,  in  reviewing  these  reductions, 
the  Committee  believes  a  proper  balance  must 
be  struck  between  the  need  to  support  the  broad 
objectives  of  the  economic  recovery  program  and 
the  immediate  credit  requirements  of  small 
businesses.     Their  inability  to  obtain  capital 
at  reasonable  rates  has  forced  many  small  en- 
trepreneurs to  close  their  doors. 

In  line  with  these  policy  objectives,  the  Committee  did 
recommend  reductions  in  required  Budget  Authority  of  $324  million 
and  $142  million  in  outlays  for  SBA  programs  in  1982,  while 
preserving  the  Agency's  ability  to  assist  in  meeting  the  credit 
needs  of  small  businesses.     Despite  these  recommendations,  the 
instruction  to  the  Committee  on  Small  Business  included  in  the 
Senate  Budget  Committee's  reported  version  of  the  reconciliation 
package  required  substantially  deeper  cuts. 

In  an  attempt  to  reinstate  a  more  equitable  cut,  on 
March  31  during  Senate  consideration  of  S.  Con.  Res.  9,  Senator 
.Weicker  offered  an  amendment  to  bring  overall  reductions  in  SBA 
programs  back  to  a  level  consistent  with  that  proposed  by  the 
President. 

By  a  recorded  vote  of  68-28,  the  Senate  rejected  the 
Weicker  amendment  and  retained  the  larger  instruction  in  S.  Con. 
Res.  9. 

This  instruction  was  also  approved  by  the  Committee  of 
Conference  on  H.  Con.  Res.  115  and  forms  the  basis  for  the  Small 
Business  Committee's  actions  on  Reconciliation. 

The  Committee  on  Small  Business  held  two  days  of 
hearings  with  regard  to  the  Small  Business  Administration's 
budget  this  Spring. 

On  March  13th,  the  Committee  received  testimony  from 
David  A.  Stockman,  Director  of  the  Office  of  Management  and 
Budget  and  Roger  Jones,  Acting  Administrator  of  the  Small 
Business  Administration,  in  preparation  for  transmitting  this 
Committee's  March  15th  Report  to  the  Committee  on  Budget  as 
required  by  Section  301(c)  of  the  Budget  Act. 
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On  May  15th,  a  second  hearing  on  disaster  lending 
reforms  and  the  cost  savings  proposals  was  held  by  the  Committee. 
Through  this  hearing  the  Committee  endeavored  to  establish  a 
record  which  would  indicate  the  impact  of  reductions  in  various 
SBA  programs.     Three  legislative  proposals  concerning  disaster 
lending,   (S.  865,  S.  945,  and  S.  987)  as  well  as  emergency 
disaster  regulations  implemented  by  SBA  on  March  19,  1981,  were 
reviewed  by  the  Committee.     These  proposals  were  taken  into 
account  during  the  Committee  mark-up  on  June  2,  and  various 
provisions  of  S.  865  and  S.  945  are  incorporated  in  Part  A  of  the 
Committee's  legislative  package. 

In  addition,  on  May  7,  1981,  the  Committee  held  hearings 
on  S.  580  introduced  by  Senators  Levin,  Hayakawa,  Riegle  and 
Glenn,  which  would  increase  SBA  authority  to  guarantee  Pollution 
Control  Bonds  from  $125  million  to  $250  million.     Provisions  of 
this  bill  are  included  in  Part  B  of  the  Committee's  legislative 
package. 

On  June  2,  the  Committee  met  to  consider  provisions  to 
amend  the  Small  Business  Act  and  achieve  cost  savings  required 
under  H.  Con.  Res.  115.     Amended  versions  of  three  bills  pending 
before  the  Committee,  S.  945  introduced  by  Senator  Helms,  S.  865 
introduced  by  Senators  Pryor  and  Bumpers  and  S.  580,  introduced 
by  Senators  Levin,  Hayakawa,  Riegle  and  Glenn,  were  included  in 
the  Committee  approved  title. 

With  a  quorum  present,  three  record  votes  were  taken 
during  consideration  of  the  cost  saving  proposals.  By  a  vote  of 
11-6,  the  Committee  adopted  a  motion  offered  by  Senator  Nunn,  to 
include  statutory  provisions  from  S.  865  within  the 
reconciliation  package.     These  provisions  change  the 
applicability  of  emergency  disaster  regulations  implemented  by 
*  SBA  on  March  19,  1981.     By  a  vote  of  9-4,  an  amendment  offered  by 
Senator  Levin  to  reduce  interest  rates  on  disaster  loans  for 
homeowners,  was  defeated.     By  a  vote  of  16-0,  the  Committee 
ordered  the  cost-savings  proposals,  as  amended,  favorably 
reported. 


964 


•23- 


Committee  Votes 


In  compliance  with  Rule  XXVI (7) (C)  of  the  Standing  Rules 
of  the  Senate  the  following  roll  call  votes  were  recorded: 

(1)  On  the  motion  by  Senator  Nunn  to  include  statutory 
provisions  from  S.  865  within  the  reconciliation  package: 


AYE 


11 


NAY  —  6 


Packwood1 
Hatch1 
Hayakawa 
Boschwitz 
Gorton 
Nickles 


Weicker 
Rudman 
D' Amato 
Nunn 

Huddleston1 
Bumpers1 
Sasser1 
Baucus1 
Levin 
Tsongas 
Dixon1 

lBy  proxy. 

(2)  On  the  amendment  offered  by  Senator  Levin  to  reduce 
interest  rates  on  disaster  loans  for  homeowners: 


AYE  —  4 


NAY  —  9 


Nunn  Weicker 
Huddleston1  Packwood1 
Levin  Hatch1 
Dixon1  Hayakawa 

Boschwitz 
Gorton1 
Nickles1 
Rudman1 
D' Amato1 

1By  proxy . 

(3)  On  the  cost-savings  proposals,  as  amended: 


AYE  —  16 


NAY  —  0 


Weicker 

Packwood1 

Hatch1 

Hayakawa 

Boschwitz 

Gorton 

Nickles 

Rudman 

D* Amato1 

1By  proxy. 


Nunn 

Bumpers- 

Sasser1 

Baucus1 

Levin 

Tsongas 

Dixon1 
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SECTION-BY-SECTION  ANALYSIS 
PART  A  —  Disaster  Assistance 


Section  1201.     Disaster  Lending  Programs: 

Section  1201  amends  section  7(b)  of  the  Small  Business 
Act  authorizing  the  Small  Business  Administration  to  make  loans 
to  victims  of  physical  disasters.     The  section  limits 
eligibility  for  disaster  assistance  solely  to  those  applicants 
who  cannot  otherwise  obtain  credit.     Small  businesses  which  have 
suffered  a  substantial  economic  injury  as  a  result  of  a  physical 
disaster  are  also  eligible  for  disaster  loan  assistance. 

Section  1201  also  increases  interest  rates  for  disaster 
loans  to  a  rate  tied  to  the  Government's  cost  of  borrowing 
plus  up  to  an  additional  one  percent. 

In  addition,  this  section  repeals  provisions 
authorizing  the  Small  Business  Administration  to  make 
non-physical  disaster  loans,  currently  authorized  by  paragraphs 
7(b)(3)  through  7(b)(9)  and  7(g)  of  the  Small  Business  Act. 


Section  1202.    Agricultural  Enterprises: 

Section  1202  amends  section  3(a)  of  the  Small  Business 
Act  by  striking  any  reference  to  agricultural  enterprises  within 
the  definition  of  small  business. 


Section  1203.     Avoidance  of  duplication: 

Section  1203  amends  Section  18  of  the  Small  Business  Act 
by  striking  language  which  authorizes  the  Small  Business 
Administration  to  make  disaster  loans  to  certain  agricultural 
enterprises  if  they  are  declined  for,  or  would  be  declined  for, 
emergency  loan  assistance  from  the  Farmers  Home  Administration. 


Section  1204.     Conforming  Changes: 

Section  1204  makes  conforming  changes  in  various  sections 
of  the  Small  Business  Act  to  insure  consistency  with  sections 
1201  through  1203. 
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Section  1205.     Disaster  Relief  Act  of  1970: 

Section  1205  repeals  section  231  of  the  Disaster  Relief 
Act  of  19  70  which  authorized  the  Small  Business  Administration 
to  cancel  certain  disaster  loan  principal  payments  for  disasters 
occurring  during  certain  periods  of  time. 


Section  1206.     Effective  Date: 

Section  1206  provides  that  amendments  made  by  this 
Act  shall  be  effective  upon  enactment,  but  shall  not  affect 
any  financings  made,  obligated  or  committed  under  the  Small 
Business  Act  prior  to  the  effective  date  of  this  Act. 


Section  1207.     Effect  of  Disaster  Regulations: 

Section  1207(a)  provides  that  applications  for 
disaster  assistance  which  were  received  by  the  Small 
Business  Administration  before  March  19,  1981,  shall 
be  acted  upon  under  the  rules  and  regulations  in  effect  on  the 
date  the  application  was  first  received. 

Section  1207(b)  directs  the  Small  Business  Administration 
to  reconsider  applications  for  disaster  assistance,  and 
disaster  financings  made,  that  do  not  comply  with  the 
requirements  of  subsection  1207(a). 


PART  B  —  Program  Authorizations 

Section  1210  —  This  section  amends  section  20  of  the 
Small  Business  Act  by  reducing  program  levels  and  authorizations 
for. the  Small  Business  Administration  for  fiscal  years  1981,  1982, 
1983,  and  1984. 

An  amended  subsection  (h)  of  section  20  of  the  Small 
Business  Act  provides  for  the  following  program  levels  for 
fiscal  year  1981: 

Paragraph  (1)  section  7(a)  business  loans  — 

$169,000,000  in  direct  and  immediate  participation. 

$4,000,000,000  in  guarantees. 
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Paragraph  (2)   section  7(h)  handicapped  assistance  loans  — 

-$25,000,000  in  direct  and  immediate  participation. 

$12,000,000  in  guarantees. 

-  ^Pfcragraph  (3)  section  7(i)  economic  opportunity  loans  — 

$50,000,000  in  direct  and  immediate  participation. 

$70,000,000  in  guarantees. 

Paragraph  (4)  section  7(1)  energy  loans  — 

$10,000,000  in  direct  and  immediate  participation. 

$33,000,000  in  guarantees. 

Paragraph  (5)   sections  501,  502,  and  503  of  the  Small 
Business  Investment  Act  of  1958  — 

$15,000,000  in  direct  and  immediate  participation. 

$250,000,000  in  guaranteed  and  guarantees  of  debentures. 

Paragraph  (6)   title  III  of  the  Small  Business  Investment 
Act  of  1958  — 

$35,000,000  in  direct  purchases  of  debentures. 

$160,000,000  in  guarantees  of  debentures. 

Paragraph  (7)  part  B,  title  IV  of  the  Small  Business 
Investment  Act  of  1958  — 

$1,600,000,000  in  guarantees. 

Paragraph  (8)  programs  under  sections  7(b)(3)  through 
7(b) (9)  and  7(g)  — 

$110,000,000  in  loans,  guarantees,  and  other 
obligations  or  commitments. 

Paragraph  (9)  sections  404  and  405  of  the  Small 
Business  Investment  Act  of  19  58  — 

$250,000,000  in  guarantees. 
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Paragraph  (10)  programs  under  sections  7(b)(1)  and  7(b)(2) — 

such  sums  as  are  necessary  to  carry  out  the  provisions 
and  purposes .     Funds  for  administrative  expenses  are 
authorized  to  be  transferred  from  the  disaster  loan 
revolving  fund* 

An  amended  subsection  (i)  of  section  20  of  the  Small 
Business  Act  reduces  the  total  authorization  for  fiscal  year  1981 
to  $779,000,000  to  operate  these  programs  and  to  provide  funds 
for  all  Small  Business  Administration  salaries  and  expenses. 

Of  the  $779,000,000  total  authorization:  $512,000,000 
shall  be  available  for  subsection  (h) ,  paragraph  (1)  through  (6) , 
$30,000,000  to  carry  out  section  412  of  the  Small  Business 
Investment  Act  of  1958,  $4,000,000  to  carry  out  section  403 
of  the  Small  Business  Investment  Act  of  1958,  and  $233,000,000 
for  salaries  and  expenses  of  the  Administration. 

Certain  SBA  activities  and  functions,  salaries  and 
expenses,  are  provided  specific  line-item  authorizations: 

Paragraph  (1)  Procurement  Assistance  — 

$13,200,000  with  no  less  than*$2,000 ,000  for  technical 
assistance,  $629,000  for  the  Procurement  Automated  Source 
System,  $825,000  for  technology  assistance  centers  and  no 
more  than  $200,000  for  a  forest  products  industry  study. 

Paragraph  (2)  Management  Assistance  — 

$23,100,000  with  no  less  than  $880,000  for  the  Office 
of  International  Trade. 

Paragraph  (3)  economic  research  and  analysis  and  Advocacy  — 

$8,800,000  with  no  less  than: 

$2,200,000  to  employ  69  people  for  the  Office  of  the 
Chief  Counsel  for  Advocacy; 

$1,650,000  for  a  small  business  external  data  base; 

$1,650,000  for  small  business  research. 

Paragraph  (4)  minority  small  business  and  capital 
ownership  development  — 

$27,500,000  with  no  less  than: 


$12,414,000  for  programs  under  section  7(j) . 
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Para graph  (5)  program  evaluation  and  data  management  — 
$9,900,000  with  no  less  than: 

$1,100,000  for  an  indicative  small  business  data  base. 

Paragraph  (6)   Small  Business  Development  Centers  — 

$20,000,000  for  matching  grants  to  Small  Business 
Development  Centers  and  $550,000  for  program 
administrative  costs. 

Subsection  (j)  authorizes  the  Administrator  to  transfer  no 
more  than  10  percent  of  the  levels  for  salaries  and  expenses 
authorized  in  paragraphs   (1)   through  (6)   provided  that  no 
program  levels  may  be  increased  more  than  20  percent  by  any 
such  transfer. 

An  amended  subsection  (k)  of  section  20  of  the  Small 
Business  Act  provides  for  the  following  program  levels  for 
fiscal  year  1982: 

Paragraph  (1)   section  7(a)  business  loans  — 

$83,000,000  in  direct  and  immediate  participation. 

$3,500,000,000  in  guarantees. 
Paragraph  (2)   section  7(h)  handicapped  assistance  loans  — 

$7,000,000  in  direct  and  immediate  participation. 

$5,000,000  in  guarantees. 
Paragraph   (3)   section  7(i)   economic  opportunity  loans  ; — 

$21,000,000  in  direct  and  immediate  participation. 

$6  5,000,000  in  guarantees. 
Paragraph  (4)   section  7(1)  energy  loans  — 

$11,000,000  in  direct  and  immediate  participation. 

$20,000,000  in  guarantees. 

Paragraph  (5)  sections    501,  50  2  and  503  of  the  Small 
Business  Investment  Act  of  1958  — 

$23,000,000  in  direct  and  immediate  participation. 

$250,000,000  in  guarantees  and  guarantees  of 
debentures . 
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Paragraph  (6)    title  III  of  the  Small  Business  Investment 
Act  of  1958  — 

$35/000,000  in  direct  purchase  of  debentures. 

$160,000,000  in  guarantees  of  debentures. 

Paragraph  (7)   Part  B,    title  IV  of  the  Small  Business 
Investment  Act  of  1958  — 

$1,600,000,000  in  guarantees. 

Paragraph  (8)   sections  4  04  and  4  05  of  the  Small  Business 
Investment  Act  of  1958  — 

$250,000,000  in  guarantees. 

Paragraph  (9)  programs  under  section  7(b)  — 

such  sums  as  are  necessary  to  carry  out  provisions  and 

purposes.     Funds  for  administrative  expenses  are 

authorized  to  be  transferred  from  the  disaster  loan 
revolving  fund. 

An  amended  subsection  (1)  of  section  20  of  the 
Small  Business  Act  provides  for  a  total  authorization 
for  fiscal  year  1982  of  $623,000,000  to  operate  these 
programs  and  to  provide  funds  for  all  Small  Business 
Administration  salaries  and  expenses. 

Of  the  $623,000,000  total  authorization: 

$362,000,000  shall  be  available  for  subsection   (k) , 
paragraphs  (1)  through  (6),  $30,000,000  to  carry  out 
section  412  of  the  Small  Business  Investment  Act  of  1958; 
$4,000,000  to  carry  out  section  403  of  the  Small 
business  Investment  Act  of  1958,  and  $227,000,000  for 
salaries  and  expenses  of  the  Administration. 

Certain  SBA  nonlending  programs  funded  from  salaries 
and  expenses  are  provided  specific  line-item  authorizations. 

Paragraph  (1)  procurement  assistance  — 

$14,520,000  with  no  less  than: 

$2,100,000  for  technical  assistance; 

$692,000  for  the  procurement  automated  source 
system;  and, 

$907,500  for  technology  assistance  centers. 
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Paragraph  (2)  management  assistance  — 
$25,400,000  with  no  less  than: 

$968,000  for  the  Office  of  International  Trade. 

Paragraph  (3)  economic  research  and  analysis,  and  Advocacy  — 

$9,680,000  with  no  less  than  $2,420,000  to  employ 
69  people  for  the  Office  of  the  Chief  Counsel  for 
Advocacy; 

$1,815,000  for  a  small  business  external  data  base; 

$1,815,000  for  small  business  research. 

Paragraph  (4)  minority  small  business  and  capital 
ownership  development  — 

$30,250,000  with  no  less  than  $13,655,000  for 
programs  under  section  7(j)  . 

Paragraph  (5)  program  evaluation  and  data  management  — 

$10,900,000  with  no  less  than  $1,210,000  for  an 
indicative  small  business  data  base. 

Paragraph  (6)   small  business  development  centers  — 

$12,000,000  for  matching  grants  to  small 
business  development  centers. 

Subsection  20 (m)  of  the  Small  Business  Act  authorizes 
the  Administrator  to  transfer  no  more  than  10  percent  of  the 
levels  of  salaries  and  expenses  authorized  in  paragraphs 
(1)   through  (6)  provided  that  no  program  levels  may  be  increased 
more  than  20  percent  by  any  such  transfer. 

A  new  subsection   (n)  of  section  20  of  the  Small 
Business  Act  provides  for  the  following  program  levels  for 
fiscal  year  1983: 

Paragraph  (1)   section  7(a)   business  loans  — 

$89,000,000  in  direct  and  immediate  participation. 

$3,395,000,000  in  guarantees. 
Paragraph  (2)   section  7(h)   handicapped  assistance  loans  — 

$7,000,000  in  direct  and  immediate  participation. 

$5,000,000  in  guarantees. 
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Paragraph   (3)   section  7(i)   economic  opportunity  loans  — 

$22,000,000  in  direct  and  immediate  participation. 

$65,000,000  in  guarantees. 
Paragraph  (4)   section  7(1)   energy  loans  — 

$12,000,000  in  direct  and  immediate  participation. 

$25,000,000  in  guarantees. 

Paragraph  (5)   sections  501,  502,  and  503  of  the  Small 
Business  Investment  Act  of  1958  — 

$23,000,000  in  direct  and  immediate  participation. 

$350,000,000  in  guaranteed  and  guarantees  of 
debentures . 

Paragraph   (6)   title  III  of  the  Small  Business  Investment 
Act  of  1958  — 

$35,000,000  in  direct  purchases  of  debentures. 

$160,000,000  in  guarantees  of  debentures. 

Paragraph  (7)  part  B,    title  IV  of  the  Small  Business 
Investment  Act  of  1958  — 

$1,600,000,000  in  guarantees. 

Paragraph  (8)   sections  404  and  405  of  the  Small 
Business  Investment  Act  of  1958  -- 

$250,000,000  in  guarantees. 

Paragraph  (9)  programs  under  section  7(b)  — 

such  sums  as  are  necessary  to  carry  out  the 
provisions  and  purposes.     Funds  for  administrative 
expenses  are  authorized  to  be  transferred  from  the 
disaster  loan  revolving  fund. 

A  new  subsection   (o)  of  section  20  of  the  Small 
Business  Act  provides  for  a  total  authorization  for  fiscal 
year  19  83  of  $6  89,000,000  to  operate  these  programs  and  to 
provide  funds  for  all  Small  Business  Administration  salaries 
and  expenses . 
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Of  the  $689,000,000  total  authorization:    $422  ,000,000 
shall  be  available  for  subsection   (n) ,  paragraph  (1)  through 
(6),   $30,000,000  to  carry  out  section  412  of  the  Small 
Business  Investment  Act  of  1958,  $4,000,000  to  carry  out 
section  403  of  the  Small  Business  Investment  Act  of  1958,  and 
$233,000,000  for  salaries  and  expenses  of  the  Administration. 

Certain  SBA  nonlending  programs  funded  from  salaries 
and  expenses  are  provided  specific  line-item  authorizations 
at  the  same  level  as  provided  for  fiscal  year  19  82  in  subsection 
(1)  . 

A  new  subsection  20 (p)   of  Small  Business  Act 
authorizes'  the  Administrator  to  transfer  no  .more  than  10 
percent  of  the  levels  of  salaries  and  expenses  authorized 
in  paragraphs   (1)   through  (6)   provided  that  no  program 
levels  may  be  increased  more  than  20  percent  by  any  such 
transfer . 

A  new  subsection  (q)  of  section  20  of  the  Small 
Business  Act  provides  for  the  following  program  levels 
for  fiscal  year  1984 : 

Paragraph   (1)   section  7(a)   business  loans  — 

$150,000,000  in  direct  and  immediate  participation. 

$3,345,000,000  in  guarantees. 
Paragraph  (2)   section  7(h)   handicapped  assistance  loans  - 

$13,000,000  in  direct  and  immediate  participation. 

$5,000,000  in  guarantees. 
Paragraph  (3)   section  7(i)   economic  opportunity  loans  -- 

$38,000,000  in  direct  and  immediate  participation. 

$65,000,000  in  guarantees. 
Paragraph   (4)   section  7(1)   energy  loans  — 

$20,000,000  in  direct  and  immediate  participation. 

$25,000,000  in  guarantees. 

Paragraph  (5)    sections  501,  502  and  503  of  the 
Small  Business  Investment  Act  of  1958  — 

$23,000,000  in  direct  and  immediate  participation. 

$400,000,000  in  guarantees  and  guarantees  of 
debentures . 
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Paragraph   (6)    title  III  of  the  Small  Business  Investment 
Act  of  1958  — 

$35,000,000  in  direct  purchase  of  debentures. 

$160,000,000  in  guarantees  of  debentures. 

Paragraph  (7)    part  B,  Title  IV  of  the  Small  Business 
Investment  Act  of  195  8  — 

$1,600,000,000  in  guarantees. 

Paragraph  (8)   sections  404  and  405  of  the  Small 
Business  Investment  Act  of  1958  — 

$250,000,000  in  guarantees. 

Paragraph  (9)   programs  under  section  7(b)  — 

such  sums  as  are  necessary  to  carry  out 
provisions  and  purposes.     Funds  for  administrative 
expenses  are  authorized  to  be  transferred  from  the 
disaster  loan  revolving  fund. 

A  new  subsection   (r)  of  section  20  of  the  Small 
Business  Act  provides  for  a  total  authorization  for  fiscal 
year  19  84  of  $838,000,000  to  operate  these  programs  and  to 
provide  funds  for  all  Small  Business  Administration  salaries 
and  expenses . 

Of  the  $8  38,000,000  total  authorization: 

$565,000,000  shall  be  available  for  subsection  (q) , 
paragraphs   (1)   through   (6),  $30,000,000  to  carry  out 
section  412  of  the  Small  Business  Investment  Act  of  1958, 
$4,000,000  to  carry  out  section  403  of  the  Small 
Business  Investment  Act  of  1958,  and  $239,000,000  for 
salaries  and  expenses  of  the  Administration. 

Certain  SBA  nonlending  programs  funded  from  the  salary 
and  expense  account  are  provided  specific  line-item  authorizations 
at  the  same  level  as  provided  for   in  fiscal  year  19  82  in 
subsection   (1) . 

A  new  subsection  20 (s)   of  the  Small  Business  Act 
authorizes  the  Administrator  to  transfer  no  more  than 
10  percent  of  the  levels  of  salaries  and  expenses 
authorized  in  paragraphs   (1)   through   (6)   provided  that 
no  program  levels  may  be  increased  more  than  20  percent 
by  any  such  transfer. 
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REGULATORY   IMPACT  EVALUATION 

In  compliance  with  paragraph  11(b)   of  Rule  XXVI  of  the 
Standing  Rules  of  the  Senate,   the  Committee  makes  the  following 
evaluation  of  the  regulatory  impact  that  would  be  incurred  in 
carrying  out  the  provisions  of  Title  XII. 


Disaster  Loan  Program  Amendments 

Section  1207  limits  the  applicability  of  emergency 
disaster  regulations  implemented  by  the  Small  Business 
Administration  on  March  19,   1981  only  to  applications  received  by 
the  Administration  on  or  after  that  date.     This  section  also 
requires  SBA  to  reconsider  and  act  upon  any  application  for 
disaster  assistance  upon  which  any  financing  has  been  made, 
obligated  or  committed,  and  which  was  received  prior  to  March  19, 
1981  but  was  processed  under  the  March  19th  revised  regulations. 

While  the  Committee  anticipates  that  this  section  will 
require  some  duplication  of  effort  by  the  Agency  in  reconsidering 
certain  loans  and  loan  applications  impacted  by  the  March  19th 
regulations,  and  require  certain  borrowers  to  renegotiate  their 
loans,  the  intent  of  this  section  is  to  insure  equitable 
treatment  for  these  disaster  victims.     The  possible  additional 
burden  on  the  borrowers  should  accrue  to  their  benefit  through 
application  of  the  regulations  in  effect  at  the  time  of  their 
initial  application  for  assistance,  and  therefore,  the  Committee 
believes  the  impact  to  be  justified. 

Sections  1201  through  1206  provide  significant  reforms 
in  SBA's  overall  disaster  programs.     Included  in  these  sections 
is  elimination  of  eight  separate  disaster  lending  programs,  each 
"  having  specific  regulatory  requirements.     The  Committee  believes 
the  elimination  of  these  separate  programs,  along  with  the 
standardization  of  interest  rates  on  all  disaster  lending,  will 
result  in  significant  streamlining  of  existing  regulations. 

The  regulatory  modifications  necessary  to  implement 
these  sections  will  be  minimal  and  result  in  a  lessened 
regulatory  burden  on  program  participants. 


Changes  in  Program  Authorizations 

Section  1210  provides  authorizations  for  appropriations 
and  program  levels  for  SBA's  activities. 

This  section  makes  no  changes  in  program  structure  or 
implementation  and  therefore,   the  Committee  has  determined  that 
there  is  no  regulatory  impact  associated  with  these  programs. 
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CONGRESSIONAL  BUDGET  OFFICE 
US.  CONGRESS  . 
WASHINGTON,  D.C.  20515 


Allct  M.  Rlvtln 
Director 


June  9, 1981 


Honorable  Lowell  P.  Weicker,  Jr. 
Chairman 

Select  Committee  on  Small  Business 
United  States  Senate 
424  Russell  Senate  Office  Building 
Washington,  D.C.  20510 

Dear  Mr.  Chairman: 

In  response  to  your  request  of  June  5,  1981,  the  Congressional  Budget  Office  has 
prepared  the  attached  estimate  of  savings  achieved  by  the  statutory  provisions 
adopted  by  the  Senate  Select  Committee  on  Small  Business  June  2,  1981.  The 
estimates  included  in  the  attached  report  represent  the  1981-1984  effects  on  the 
federal  budget  of  the  Committee's  legislative  proposals.  CBO  understands  that 
the  staff  of  the  Committee  on  the  Budget  will  be  responsible  for  interpreting 
how  the  savings  contained  in  these  legislative  proposals  measure  against  the 
budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further  details 
on  this  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:  Honorable  Sam  Nunn 

Ranking  Minority  Member 
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ATTACHMENT 
CBO  June  8,  1981 


1.  The  legislation  recommended  by  the  Committee  for  the  Small  Business 
Administration  (SBA)  disaster  loan  program  would  amend  the  Consolidated 
Farm  and  Rural  Development  Act  and  the  Small  Business  Act,  and  make  all 
existing  SBA  disaster  loan  applications  filed  before  March  19,  1981,  eligible 
for  assistance.  These  changes  would  result  in  the  following  changes  to  the 
SBA  disaster  program: 

o  all  non-physical  disaster  loan  programs  administered  by  SBA  would 
be  eliminated; 

o  SBA  loans  to  disaster  borrowers  with  alternative  sources  of  credit 
would  be  eliminated; 

o  subsidized  interest  rates  on  all  remaining  SBA  disaster  lending  would 
be  eliminated;  and 

o  approximately  $575  million  in  direct  loan  applications,  previously 
determined  to  be  ineligible  for  funding  by  the  Administration,  would 
have  their  eligibility  reinstated. 


2.  The  legislation  recommended  by  the  Committee  for  the  SBA  business  loan 
programs  would  make  changes  in  existing  authorization  levels  to  include  the 
following  conditions: 

o    1981  authorizations  for  direct  lending  would  be  $304  million; 

o    funding  for  salary  and  expense  activities  would  be  reduced  10 
percent  annually  for  fiscal  years  1982  to  1984; 

o    business  loan  guarantee  levels  would  be  $4.0  billion  annually  for 
fiscal  years  1982  to  1984; 

o    surety  bond  guarantee  levels  would  be  $1.6  billion  annuaDy  for  fiscal 
years  1982  to  1984; 

o    pollution  control  guarantee  levels  would  be  $250  million  per  year  for 
fiscal  years  1982  to  1984;  and 

o    direct  lending  levels  would  be  $180  million  in  fiscal  year  1982,  $188 
million  in  1983,  and  $279  million  in  1984. 
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Based  on  these  program  assumptions,  it  is  estimated  that  budget  require- 
ments (relative  to  reconciliation)  for  SBA  programs  would  be  reduced  by  the 
following  amounts: 

(by  fiscal  years,  in  millions  of  dollars) 
1981  1982  1983  1984 


Estimated 

Authorization  Savings* 
Disaster 

(Function  450)        -207  -180  -205  -275 

Business 

(Function  370)         -97  -346  -359  -279 

Total 

Estimated  Savings       -304  -526  -564  -554 


Estimated 
Outlay  Savings 

Disaster 

(Function  450)    -344  -233  -276 

Business 

(Function  370)  -67  -238  -308  -257 

Total 

Estimated  Savings         -67  -582  -541  -533 


♦Savings  from  the  Senate  Budget  Committee's  baseline  program  assumed  for 
Senate  Concurrent  Resolution  9. 


2 
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CHANGES  IN  EXISTING  LAW 


In  compliance  with  Rule  XXVI (12)  of  the  Standing  Rules 
of  the  Senate,  changes  in  existing  law  made  by  the  statutory 
provisions  transmitted  herein,  are  shown  as  follows  (existing 
law  proposed  to  be  omitted  is  enclosed  in  brackets,  new 
material  is  printed  in  italic,  existing  law  in  which  no 
change  is  proposed  is  shown  in  roman) : 


SMALL  BUSINESS  ACT 


*         *         *         *         *  *  * 


Sec.    2    £(b)    It  is  the  declared  policy  of  the  Congress  that  the 
Government,  through  the  Small  Business  Administration,  should  aid 
and  assist  small  business  concerns  which  are  engaged  in  the 
production  of  food  and  fiber,  ranching,  and  raising  of  livestock, 
aquaculture,  and  all  other  farming  and  agricultural  related 
industries;  and  the  financial  assistance  programs  authorized  by 
this  Act  are  also  to  be  used  to  assist  such  concerns .3 

*  *****  * 


(2?)    C(c)3    (1 )    The  assistance  programs  authorized  by  sections  7(i) 
and  7(j)  of  this  Act  are  to  be  utilized  to  assist  in  the  estab- 
lishment, preservation,  and  strengthening  of  small  business 
concerns  and  improve  the  managerial  skills  employed  in  such 
enterprises,  with  special  attention  to  small  business  concerns 
(1)  located  in  urban  or  rural  areas  with  high  proportions  of 
unemployed  or  low-income  individuals;  or  (2)  owned  by  low-income 
individuals;  and  to  mobilize  for  these  objectives  private  as 
well  as  public  managerial  skills  and  resources. 
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(o)  Further,  it  is  the  declared  policy  of  the  Congress 

that  the  Government  should  aid  and  assist  victims  of  floods 
and  other  catastrophes,  and  small-business  concerns  which  are 
displaced  as  a  result  of  federally  aided  construction  programs. 

(d)  C(e)3  O)    With  respect  to  the  Administration's  business 
development  programs  the  Congress  finds  — 

(A)  that  the  opportunity  for  full  participation 
in  our  free  enterprise  system  by  socially  and  economically  disad- 
vantaged persons  is  essential  if  we  are  to  obtain  social  and 
economic  equality  for  such  persons  and  improve  the  functioning 

of  our  national  economy; 

(B)  that  many  such  persons  are  socially  disadvan- 
taged because  of  their  identification  as  members  of  certain 
groups  that  have  suffered  the  effects  of  discriminatory  practices 
or  similar  invidious  circumstances  over  which  they  have  no 
control; 

(C)  that  such  groups  include,  but  are  not  limited 
to,  Black  Americans,  Hispanic  Americans,  Native  Americans,  Asian 
Pacific  Americans,        and  other  minorities; 

(D)  that  it  is  in  the  national  interest  to 
expeditiously  ameliorate  the  conditions  of  socially  and  econom- 
ically disadvantaged  groups; 

(E)  that  such  conditions  can  be  improved  by  pro- 
viding the  maximum  practicable  opportunity  for  the  development 
of  small  business  concerns  owned  by  members  of  socially  and 
economically  disadvantaged  groups; 

(F)  that  such  development  can  be  materially  ad- 
vanced through  the  procurement  by  the  United  States  of  articles, 
equipment,  supplies,  services,  materials,  and  construction  work 
from  such  concerns;  and 

(G)  that  such  procurements  also  benefit  the 
United  States  by  encouraging  the  expansion  of  suppliers  for  such 
procurements,  thereby  encouraging  competition  among  such  supplier 
and  promoting  economy  in  such  procurements. 
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Sec.  3(a)  For  the  purposes  of  this  Act,  a  small-business  [concern, 
including  but  not  limited  to  enterprises  that  are  engaged  in  the 
business  of  production  of  food  and  fiber,  ranching  and  raising  of 
livestock,  aquaculture,  and  all  other  farming  and  agricultural 
related  industries,!  concern  shall  be  deemed  to  be  one  which  is  -* 
independently  owned  and  operated  and  which  is  not  dominant  in  its  " 
field  of  operation.     In  addition  to  the  foregoing  criteria  the 
Administrator,   in  making  a  detailed  definition  may  use  these  cri- 
teria, among  others:  Numbers  of  employees  and  dollar  volume  of 
business:  Provided,  That  the  Administration  shall  not  promulgate, 
amend,  or  rescind  any  rule  regulation  with  respect  to  size  standards 
prior  to  March  31,  1981.     Where  the  number  of  employees  is  used 
as  one  of  the  criteria  in  making  such  definition  for  any  of  the 
purposes  of  this  Act,  the  maximum  number  of  employees  which  a 
small-business  concern  may  have  under  the  definition  shall  vary 
from  industry  to  industry  to  the  extent  necessary  to  reflect 
differing  characteristics  of  such  industries  and  to  take  proper 
account  of  other  relevant  factors. 


*        *        *  *  *  *  * 


Sec. 4(c)    (1)  There  are  hereby  established  in  the  Treasury 
the  following  revolving  funds:    (A)  a  disaster  loan  fund  which 
shall  be  available  for  financing  functions  performed  under 
sections  5  (e) ,  [7  (b)  (1)  ,  7(b)(2),  7(b)(3),  7(b)(4),  7(b)(5), 
7(b)(6),  7(b)(7),  7(b)(8),  7(c)(2),  and  7 (g)  of  this  Act} 
7(b)(1)  and  7(b)(2)  of  this  Act',  and   (B)   a  business  loan 
and  investment  fund  which  shall  be  available  for  financing 
functions  performed  under  sections  7(a),  7(e),  7(h).,  7  (i)  , 
7(1),  and  8(a)  of  this  Act,  and  titles  III  and  V  of  the  Small 
Business  Investment  Act  of  1958. 

(2)  All  repayments  of  loans  and  debentures, 
payments  of  interest  and  other  receipts  arising  out  of  trans- 
actions heretofore  or  hereafter  entered  into  by  the  Adminis- 
tration (A)  pursuant  to  sections  5(e),    [7(b)(1),  7(b)(2), 
7(b)(3),  7(b)(4),  7(b)(5),  7(b)(6),  7(b)(7),  7(b)(8),  7(c)(2), 
and  7(g)   of  this  Act  3   7(b)(1)  and  (b)(2)  of  this  Act;   shall  be 
paid  into  a  disaster  loan  fund;  and   (B)  pursuant  to  sections  7(a), 
7(e),  7(h),  7(i),  7(1),  and  8(a)  of  this  Act,  and  titles  III  and 
V  of  the  Small  Business  Investment  Act  of  1958,  shall  be  paid 
into  the  business  loan  and  investment  fund. 
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Sec.  7   I  (b)  The  Administration  also  is  empowered  — — 

(1)  to  make  such  loans  (either  directly  or  In  coopera- 
tion with  banks  or  other  lending  Institutions  through  agreements 
to  participate  on  an  Immediate  or  deferred  basis)  as  the  Adminis- 
tration may  determine  to  be  necessary  or  appropriate  because  of 
floods,  riots  or  civil  disorders,  or  other  catastrophes; 

(2)  to  make  such  loans  (either  directly  or  in  coopera- 
tion with  banks  or  other  lending  institutions  through  agreements 
to  participate  on  an  immediate  or  deferred  basis)  as  the  Adminis- 
tration may  determine  to  be  necessary  or  appropriate  to  any  small 
business  concern  located  in  an  area  affected  by  a  disaster,  if 
the  Administration  determines  that  the  concern  has  suffered  a 
substantial  economic  Injury  as  a  result  of  such  disaster  and  if 
such  disaster  constitutes  — — 

(A)  a  major  disaster,  as  determined  by  the  President 
under  the  Act  entitled  "An  Act  to  authorize  Federal  assistance  to 
States  and  local  governments  in  major  disasters,  and  for  other 
purposes",  approved  September  30,  1950,  as  amended  (42  U.S.C. 
1855-1855g),  or 

(B)  a  natural  disaster,  as  determined  by  the 
Secretary  of  Agriculture  pursuant  to  the  Consolidated  Farmers 
Home  Administration  Act  of  1961  (7  U.S.C.   1961);  or 

(C)  a  disaster,  as  determined  by  the  Administrator 
of  the  Small  Business  Administration  pursuant  to  the  Disaster 
Relief  Act  of  1970;  or 

(D)  if  no  disaster  declaration  has  been  issued 
pursuant  to  subparagraph  (A),  (B),  or  (C),  the  Governor  of  a 
State  In  which  a  disaster  has  occurred  may  certify  to  the  Small 
Business  Administration  that  small  business  concerns  (1)  have 
suffered  economic  injury  as  a  result  of  such  disaster,  and  (2) 
are  in  need  of  financial  assistance  which  is  not  available  on 
reasonable  terms  in  the  disaster  stricken  area.     Upon  receipt 
of  such  certification,  the  Administration  may  then  make  such 
loans  as  would  have  been  available  under  this  paragraph  if  a 
disaster  declaration  had  been  Issued. 

(E)  Notwithstanding  any  other  provision  of  law, 
the  interest  rate  on  the  Administration's  share  of  any  loan  made 
under  this  paragraph  in  connection  with  a  disaster  occurring  on 
or  after  July  1,   1976,  and  prior  to  October  1,  1978,  shall  be  3 
percent  on  the  amount  of  such  loan  not  exceeding  $25,000. 

(3)  to  make  such  loans  (either  directly  or  in  coopera- 
tion with  banks  or  other  lending  institutions  through  agreements 
to  participate  on  an  immediate  or  deferred  basis)  as  the  Adminis- 
tration may  determine  to  be  necessary  or  appropriate  to  assist 
any  small  business  concern  In  continuing  in  business  at  its 
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existlng  location,  in  reestablishing  its  business,  in  purchasing 
a  business,  or  in  establishing  a  new  business,  if  the  Administration 
determines  that  such  concern  has  suffered  substantial  economic 
injury  as  the  result  of  its  displacement  by,  or  location  in, 
adjacent  to,  or  near,  a  program  or  project  constructed  by  or 
with  funds  provided  in  whole  or  in  part  by  the  Federal  Government 
or  by  a  program  or  project  by  a  State  or  local  government  or 
public  service  entity,  providing  such  government  or  public 
service  entity  has  the  authority  to  exercise  the  right  of  eminent 
domain  on  such  program  or  project;  and  the  purpose  of  a  loan 
made  pursuant  to  such  project  or  program  may,  in  the  discretion 
of  the  Administration,  Include  the  purchase  or  construction  of 
other  premises  whether  or  not  the  borrower  owned  the  premises 
occupied  by  the  business; 

(4)  to  make  such  loans  (either  directly  or  in  cooperation 
with  banks  or  other  lending  institutions  through  agreements  to 
participate  on  an  immediate  or  deferred  basis)  as  the  Administra- 
tion may  determine  to  be  necessary  or  appropriate  to  assist  any 
small  business  concern  in  reestablishing  its  business  if  the 
Administration  determines  that  such  concern  has  suffered  substantial 
economic  injury  as  a  result  of  the  inability  of  such  concern  to 
process  or  market  a  product  for  human  consumption  because  of 
disease  or  toxicity  occurring  in  such  product  through  natural  or 
other  causes:     Provided,  That  any  small  business  which  intentionally 
adulterates  its  product  in  order  to  attempt  to  establish  eligibility 
under  this  program  shall  not  be  eligible  for  loan  assistance  here- 
under; 

(5)  to  make  such  loans  (either  directly  or  in  cooperation 
with  bank6  or  other  lending  institutions  through  agreements  to 
participate  on  an  immediate  or  deferred  basis)  as  the  Administa- 
tion  may  determine  to  be  necessary  or  appropriate  to  assist  any 
small  business  concern  in  effecting  additions  to  or  alterations 

in  its  plant,  facilities,  or  methods  of  operation  to  meet  require- 
ments imposed  on  such  concern  pursuant  to  any  Federal  law  hereto- 
fore or  hereafter  enacted,  any  State  law  enacted  in  conformity 
therewith,  or  any  regulation  or  order  of  a  duly  authorized  Federal, 
State,  regional,  or  local  agency  Issued  in  conformity  with  such 
Federal  law,  if  the  Administration  determines  that  such  concern 
is  likely  to  suffer  substantial  economic  injury  without  assistance 
under  this  paragraph:     Provided,  That  the  maximum  loan  made  to  any 
small  business  concern  under  this  paragraph  shall  not  exceed  the 
maximum  loan  which,  under  rules  or  regulations  prescribed  by  the 
Administration,  may  be  made  to  any  business  enterprise  under 
paragraph  (1)  of  this  subsection; 
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(6)  to  make  such  loans  (either  directly  or  in  coopera- 
tion with  banks  or  other  lending  institutions  through  agreements 
to  participate  on  an  immediate  or  deferred  .basis)  as  the  Adminis- 
tration may  determine  to  be  necessary  or  appropriate  to  assist, 
or  to  refinance  the  existing  indebtedness  of,  any  small  business 
concern  directly  and  seriously  affected  by  the  significant  reduc- 
tion of  the  scope  or  amount  of  Federal  support  for  any  project 

as  a  result  of  any  international  agreement  limiting  the  develop- 
ment of  strategic  arms  or  the  installation  of  strategic  arms  or 
strategic  arms  facilities,  if  the  Administration  determines 
that  such  concern  is  likely  to  suffer  substantial  economic  injury 
without  assistance  under  this  paragraph; 

(7)  to  make  such  loans  (either  directly  or  in  coopera- 
tion with  banks  or  other  lending  institutions  through  agreements 
to  participate  on  an  immediate  or  deferred  basis)  as  the  Admini- 
stration may  determine  to  be  necessary  or  appropriate  to  assist 
any  small  business  concern  in  continuing  in  business  at  its  exist- 
ing location,  in  reestablishing  Its  business,  in  purchasing  a  new 
business,  or  in  establishing  a  new  business  if  the  Administration 
determines  that  such  concern  has  suffered  or  will  suffer  substantial 
economic  Injury  as  the  result  of  the  closing  by  the  Federal  Govern- 
ment of  a  major  military  installation  under  the  jurisdiction  of  the 
Department  of  Defense,  or  as  a  result  of  a  severe  reduction  in  the 
scope  and  size  of  operations  at  a  major  military  installation; 

(8)  to  make  such  loans  (either  directly  or  in  coopera- 
tion with  banks  or  other  lending  institutions  through  agreements 
to  participate  on  an  immediate  or  deferred  basis)  as  the  Adminis- 
tration may  determine  to  be  necessary  or  appropriate  to  assist, 
or  refinance  the  existing  indebtedness  of,  any  small  business 
concern  seriously  and  adversely  affected  by  a  shortage  of  fuel, 
electrical  energy,  or  energy-producing  resources,  including,  but 
not  limited  to,  a  shortage  of  coal  or  other  energy- producing 
resource  caused  by  a  strike,  boycott,  or  embargo,  unless  such 
strike,  boycott,  or  embargo  is  directly  against  such  small  busi- 
ness concern,  or  by  a  shortage  of  raw  or  processed  materials 
resulting  from  such  shortages,  if  the  Administration  determines 
that  such  concern  has  suffered  or  is  likely  to  suffer  substantial 
economic  injury  without  assistance  under  this  paragraph;  and 
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(9)    to  make  such  loans  (either  directly  or  in  coopera- 
tion with  banks  or  other  lending  institutions  through  agreements 
to  participate  on  an  immediate  or  deferred  basis)  as  the  Admini- 
stration may  determine  to  be  necessary  to  assist,  or  refinance 
the  existing  indebtedness  of,  any  small  business  concern  located 
in  an  area  of  economic  dislocation.     The  Governor  of  a  State  may 
certify  to  the  Administration  (A)  that  small  business  concerns 
within  the  State  have  suffered  substantial  economic  injury  as  a 
result  of  an  economic  dislocation,  and  (B)  that  such  concerns 
are  in  need  of  financial  assistance  which  is  not  available  on 
reasonable  terms.     For  the  purposes  of  this  paragraph,  economic 
dislocation  includes  extraordinary;   severe,  and  temporary 
natural  conditions  or  other  economic  dislocations  as  determined 
by  the  Administration.     Such  economic  dislocations  must  be  of 
such  magnitude  that  without  the  benefit  of  loans  provided  here- 
under a  significant  number  of  otherwise  financially  sound  small 
businesses  in  the  impacted  regions  or  business  sectors  would 
either  become  insolvent  or  be  unable  to  return  quickly  to  their 
former  level  of  operation.    No  loan  made  hereunder  shall  exceed 
$100,000,  nor  shall  the  proceeds  thereof  be  used  to  reduce  the 
exposure  of  any  other  lender.    The  Administration  shall  permit 
deferral  of  payment  of  principal  and  interest  for  one  year  on 
loans  made  hereunder. 


No  loan  under  this  subsection,  including  renewals  and 
extensions  thereof,  may  be  made  for  a  period  or  periods  exceed- 
ing thirty  years:    Provided,  That  the  Administrator  may  consent 
to  a  suspension  in  the  payment  of  principal  and  interest  charges 
on,  and  to  an  extension  in  the  maturity  of,  the  Federal  share  of 
any  loan  under  this  subsection  for  a  period  not  to  exceed  five 
years,  if  (A)  the  borrower  under  such  loan  is  a  homeowner  or  a 
small  business  concern,  (B>  the  loan  was  made  to  enable  (i)  such 
homeowner  to  repair  or  replace  his  home,  or  (ii)  such  concern 
to  repair  or  replace  plant  or  equipment  which  was  damaged  or 
destroyed  as  the  result  of  a  disaster  meeting  the  requirements 
of    clause  (A)  or  (B)  of  paragraph  (2)  of  this  subsection,  and 
(C)  the  Administrator  determines  such  action  is  necessary  to 
avoid  severe  financial  hardship:  Provided  further:    That  the 
provisions  of  paragraph  (1)  of  subsection  (c)  of  this  section 
shall  not  be  applicable  to  any    such  loan  having  a  maturity  in 
excess  of  twenty  years.    Notwithstanding  the  provisions  of  any 
other  law,  the  Interest  rate  on  the  Administration's  share  of 
any  loan  made  under  subsection  (b),  except  as  provided  in  sub- 
section (c),  shall  not  exceed  the  average  annual  interest 
rate  on  all  interest-bearing  obligations  of  the  United  States 
then  forming  a  part  of  the  public  debt  as  computed  at  the  end  of 
the  fiscal  year  next  preceding  the  date  of  the  loan  and  adjusted 
to  the  nearest  one-eighth  of  1  per  centum  plus  one-quarter  of  1 
per  centum:    Provided,  however,  That  the  interest  rate  for  loans 
made  under  paragraphs  (1)  and  (2)  hereof  shall  not  exceed  the 
rate  of  interest  which  is  in  effect  at  the  time  of  the  occurrence 
of  disaster.  In  agreements  to  participate  in  loans  on  a 
deferred  basis  under  this  subsection,  such  participation  by 
the  Administration  shall  not  be  in  excess  of  90  per  centum  of 
the  balance  of  the  loan  outstanding  at  the  time  of  disbursement. 
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Notwithstanding  any  other  provision  of  law,  the  interest  rate 
on  the  Administration* s  share  of  any  loan  made  pursuant  to 
paragraph  (1)  of  this  subsection  to  repair  or  replace  a  primary 
residence  and/or  replace  or  repair  damaged  or  destroyed  personal 
•property,  less  the  amount  of  compensation  by  insurance  or  other- 
wise, with  respect  to  a  disaster  occurring  on  or  after  July  1, 
1976,  and  prior  to  October  1,  1978,  shall  be:     1  per  centum  on 
the  amount  of  such  loan  not  exceeding  $10,000,  and  3  per  centum 
on  the  amount  of  such  loan  over  $10,000  but  not  exceeding  $40,000. 
The  interest  rate  on  the  Administration's  share  of  the  first 
$250,000  of  all  other  loans  made  pursuant  to  paragraph  (1)  of 
this  subsection,  with  respect  to  a  disaster  occurring  on  or 
after  July  l|  1976,  and  prior  to  October  1,  1978,  shall  be  3  per 
centum.     All  repayments  of  principal  on  the  Administration's 
share  of  any  loan  made  under  the  above  provisions  shall  first  be 
applied  to  reduce  the  principal  sum  of  such  loan  which  bears 
interest  at  the  lower  rates  provided  in  this  paragraph.  The 
principal  amount  of  any  loan  made  pursuant  to  paragraph  (1)  in 
connection  with  a  disaster  which  occurs  on  or  after  April  1,  1977, 
but  prior  to  January  1,   1978,  may  be  increased  by  such  amount, 
but  not  more  than  $2,000,  as  the  Administration  determines  to  be 
reasonable  in  light  of  the  amount  and  nature  of  loss,  damage, 
or  injury  sustained  in  order  to  finance  the  installation  of 
insulation  in  the  property  which  was  lost,  damaged,  or  injured, 
if  the  uninsured,  damaged  portion  of  the  property  is  10  per 
centum  or  more  of  the  market  value  of  the  property  at  the  time 
of  the  disaster.     Not  later  than  June  1,  1978,  the  Administration 
shall  prepare  and  transmit  to  the  Select  Committee  on  Small 
Business  of  the  Senate,  the  Committee  on  Small  Business  of  the 
House  of  Representatives,  and  the  Committees  of  the  Senate  and 
House  of  Representatives  having  jurisdiction  over  measures  relat- 
ing to  energy  conservation,  a  report  on  its  activities  under 
this  paragraph,  including  therein  an  evaluation  of  the  effect  of 
such  activities  on  encouraging  the  installation  of  insulation 
in  property  which  is  repaired  or  replaced  after  a  disaster  which 
is  subject  to  this  paragraph,  and  its  recommendations  with  respect 
to  the  continuation,  modification,  or  termination  of  such  activ- 
ities. 

in  the  administration  of  the  disaster  loan  program  under 
paragraphs  (1),  (2),  and  (A)  of  this  subsection,  in  the  case  of 
property  loss  or  damage  or  injury  resulting  from  a  major  disaster 
as  determined  by  the  President  or  a  disaster  as  determined  by 
the  Administrator  which  occurs  on  or  after  January  1,  1971,  and 
prior  to  July  1,  1973,  the  Small  Business  Administration,  to  the 
extent  such  loss  or  damage  or  injury  is  not  compensated  for  by 
insurance  or  otherwise  — 

(A)  may  make  any  loan  for  repair,  rehabilitation, 
or  replacement  of  property  damaged  or  destroyed  without  regard 
to  whether  the  required  financial  assistance  is  otherwise  available 
from  private  sources; 
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(B)  may,  in  the  case  of  the  total  destruction  or 
substantial  property  damage  of  a  home  or  business  concern,  refi- 
nance any  mortgage  or  other  liens  outstanding  against  the  destroyed 
or  damaged  property  if  such  property  is  to  be  repaired,  rehabili- 
tated, or  replaced,  except  that  (1)  in  the  case  of  a  business 
concern,  the  amount  refinanced  shall  not  exceed  the  amount  of 

the  physical  loss  sustained,  and  (2)  in  the  case  of  a  home,  the 
amount  of  each  monthly  payment  of  principal  and  interest  on  the 
loan  after  refinancing  under  this  clause  shall  be  not  less  than 
the  amount  of  each  such  payment  made  prior  to  such  refinancing; 

(C)  may,  in  the  case  of  a  loan  made  under  clause 
(A)  or  a  mortgage  or  other  lien  refinanced  under  clause  (B)  in 
connection  with  the  destruction  of,  or  substantial  damage  to, 
property  owned  and  used  as  a  residence  by  an  individual  who  by 
reason  of  retirement,  disability,  or  other  similar  circumstances 
relies  for  support  on  survivor,  disability,  or  retirement  benefits 
under  a  pension,  insurance,  or  other  program,  consent  to  the 
suspension  of  the  payments  of  the  principal  of  that  loan,  mortgage, 
or  lien  during  the  lifetime  of  that  individual  and  his  spouse 

for  so  long  as  the  Administration  determines  that  making  such 
payments  would  constitute  a  substantial  hardship; 

(D)  shall,  notwithstanding  the  provisions  of  any 
other  law  and  upon  presentation  by  the  applicant  of  proof  of 
loss  or  damage  or  injury  and  a  bona  fide  estimate  of  cost  of 
repair,  rehabilitation,  or  replacement,  cancel  the  principal  of 
any  loan  made  to  cover  a  loss  or  damage  or  injury  resulting  from 
such  disaster,  except  that   

(i)  with  respect  to  a  loan  made  in  connection 
with  a  disaster  occurring  on  or  after  January  1,  1971,  but  prior 
to  January  1,   1972,  the  total  amount  so  canceled  shall  not  exceed 
$2,500,  and  the  interest  on  the  balance  of  the  loan  shall  be  at 

a  rate  of  3  per  centum  per  annum;  and 

(ii) *  with  respect  to  a  loan  made  in  connection 
with  a  disaster  occurring  on  or  after  January  1,  1972,  but  prior 
to  July  1,   1973,  the  total  amount  so  canceled  shall  not  exceed 
$5,000,  and  the  interest  on  the  balance  of  the  loan  shall  be  at 

a  rate  of  1  per  centum  per  annum. 

With  respect  to  any  loan  referred  to  in  clause  (D)  which  is 
outstanding  on  the  date  of  enactment  of  this  paragraph,  the 
Administrator  shall   

(i)  make  such  change  in  the  interest  rate  on 
the  balance  of  such  loan  as  is  required  under  that  clause  effective 
as  of  such  date  of  enactment;  and 

(ii)  in  applying  the  limitation  set  forth  in 
that  clause  with  respect  to  the  total  amount  of  such  loan  which 
may  be  canceled,  consider  as  part  of  the  amount  so  canceled 

any  part  of  such  loan  which  was  previously  canceled  pursuant  to 
section  231  of  the  Disaster  Relief  Act  of  1970. 
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Whoever  wrongfully  misapplies  the  proceeds  of  a  loan  obtain- 
ed under  this  subsection  shall  be  civilly  liable  to  the  Adminis- 
trator in  an  amount  equal  to  one-and-one-half  times  the  original 
principal  amount  of  the  loan. 

(E)    A  State  grant  made  on  or  prior  to  July  1,  1979, 
shall  not  be  considered  compensation  for  the  purpose  of  applying 
the  provisions  of  subsection  (b)  of  section  315  of  Public  Law 
93-288  (42  U.S.C.  5155)  to  a  disaster  loan  under  paragraph  (1), 
(2),  or  (A)  of  this  subsection.  3 


(b)  The  Administration  also  is  empowered  to  the  extent 
and  in  such  amounts  as  provided  in  advance  in  appropriation 
Acts-- 

(1)(A)  to  make  such  loans   (either  directly  or  in 
cooperation  with  banks  or  other  lending  institutions 
through  agreements  to  participate  on  an  immediate  or 
deferred  (guaranteed)  basis)  as  the  Administration  may 
determine  to  be  necessary  or  appropriate  to  repair,  re- 
habilitate or  replace  property ,  real  or  personal,  dam- 
aged or  destroyed  by  or  as  a  result  of  floods,  riots  or 
civil  disorders ,  or  other  catastrophes :     Provided,  That 
no  loan  or  guarantee  shall  be  extended  unless  the  Ad- 
ministration finds  that  credit  is  not  otherwise  availabl 
from  all  Federal  and  non-Federal  sources  on  reasonable 
terms  and  conditions  taking  into  consideration  the 
prevailing  rates  and  terms  in  the  community  in  or  near 
where  the  concern  transacts  business s  or  the  home- 
owner resides,  for  similar  purposes  and  periods  of  time; 
and  (ii)  such  damage  or  destruction  is  not  compensated 
for  by  insurance  or  otherwise; 

(B)  to  refinance  any  mortgage  or  other  lien 
against  a  totally  destroyed  or  substantially  damaged 
home  or  business  concern:  Provided.  That  (i)  no  loan 
or  guarantee  shall  be  extended  unless  the  Administra- 
tion finds  that  credit  is  not  otherwise  available  from 
all  Federal  and  non-Federal  sources  on  reasonable  terms 
and  conditions  taking  into  consideration  the  prevailing 
rates  and  terms  in  the  community  in  or  near  where  the 
concern  transacts  business ,  or  the  homeowner  resides, 
for  similar  purposes  and  periods  of  time;   (ii)  such 
property  is  to  be  repaired,  rehabilitated,  or  replaced; 
(Hi)  the  amount  refinanced  shall  not  exceed  the  amount 
of  physical  loss  sustained;  and  (iv)  such  amount  shall 
be  reduced  to  the  extent  such  mortgage  or  lien  is 
satisfied  by  insurance  or  otherwise ; 
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(2)  to  make  such  loans   (either  directly  or  in  co- 
operation with  banks  or  other  lending  instititions 
through  agreements  to  participate  on  an  immediate  or 
deferred  (guaranteed)  basis)  as  the  Administration  may 
determine  to  be  necessary  or  appropriate  to  any  small 
business  concern  located  in  an  area  affected  by  a  disas- 
ter,  if  the  Administration  determines  that  the  concern 
has  suffered  a  substantial  economic  injury  as  a  result 
of  such  disaster  and  if  such  disaster  constitutes-- 

(A)  a  major  disaster,   as  determined  by  the 
President  under  the  Act  entitled  "An  Act  to  au- 
thorize Federal  assistance  to  States  and  local 
governments  in  major  disasters ,   and  for  other 
purposes" ,   approved  September  SO ,   1950,   as  amended 
(42  U.S.C.    185S-1855g) ,  or 

(B)  a  disaster  as  determined  by  the  Adminis- 
trator of  the  Small  Business  Administration 
pursuant  to  the  Disaster  Relief  Act  of  1970: 
Provided,   That  no  loan  or  guarantee  shall  be  ex- 
tended pursuant  to  this  paragraph  (2)  unless  the 
Administration  finds  that  credit  is  not  otherwise 
available  from  all  Federal  and  non-Federal  sources 
on  reasonable  terms  and  conditions  taking  into 
consideration  the  prevailing  rates  and  terms  in 

the  community  in  or  near  where  the  concern  transacts 
business  for  similar  purposes  and  periods  of  time. 

(Z)  No  loan  under  this  subsection  (b),  including 
renewals  and  extensions  thereof,  may  be  made  for  a 
period  or  periods  exceeding  thirty  years:  Provided, 
That  the  Administrator  may  consent  to  suspension  in 
the  payment  of  principal  and  interest  charges  on,  and 
to  an  extension  in  the  maturity  of,   the  Federal  share 
of  any  loan  under  this  subsection  for  a  period  not  to 
exceed  five  years,   if  (A)   the  borrower  under  such  loan 
is  a  homeowner  or  a  small  business  concern,    (B)  the 
loan  was  made  to  enable   (i)  such  homeowner  to  repair 
or  replace  his  home,   or  (ii)  such  concern  to  repair  or 
replace  plant  or  equipment  which  was  damaged  or  de- 
stroyed as  a  result  of  a  disaster  meeting  the  require- 
ments of  clause   (A)  or  (B)  of  paragraph  (2)  of  this 
subsection,   and  (C)  the  Administrator  determines  such 
action  is  necessary  to  avoid  severe  financial  hardship: 
Provided  further .   That  the  provisions  of  paragraph  (1) 
of  subsection  (c)  of  this  section  shall  not  be  applicable 
to  any  such  loan  having  a  maturity  in  excess  of  twenty 
years. 
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(4)  Notwithstanding  the  provisions  of  any  other 
law,   the  interest  rate  on  the  Federal  share  of  any 
loan  made  under  this  subsection   (b)  shall  be  the  rate 
prescribed  by  the  Administrator  but  not  be  more  than  a 
rate  determined  by  the  Secretary  of  the  Treasury  taking 
into  consideration  the  current  average  market  yield  on 
outstanding  marketable  obligations  of  the  United  States 
with  remaining  periods  to  maturity  comparable  to  the 
average  maturities  of  such  loans  plus  an  additional 
charge  of  not  to  exceed  1  per  centum  per  annum  as 
determined  by  the  Administrator ,   and  adjusted  to  the 
nearest  one-eighth  of  1  per  centum.     The  interest  rate 
for  loans  made  under  paragraph   (1)  and  (2),   as  determined 
pursuant  to  this  paragraph   (4),   shall  be  the  rate  of 
interest  which  is  in  effect  on  the  date  the  disaster 
commenced:  Providedj   That  no  loan  under  paragraphs  (1) 
and  (2)  shall  be  made,  either  directly  or  in  cooperation 
with  banks  or  other  lending  institutions  through  agree- 
ments to  participate  on  an  immediate  or  deferred 
(guaranteed)  basis,   if  the  total  amount  outstanding 

and  committed  to  the  borrower  under  this  subsection 
would  exceed  $500,000  for  each  disaster  unless  an 
applicant  constitutes  a  major  source  of  employment  in 
an  area  suffering  a  disaster,   in  which  case  the  Adminis- 
tration,  in  its  discretion,  may  waive  the  $500,000 
limitation. 

(5)  A  State  grant  made  on  or  prior  to  July  1,  1979, 
shall  not  be  considered  compensation  for  the  purpose  of 
applying  the  provisions  of  subsection  (b)  of  section  315 
of  Public  Law  93-288   (42  U.S.C.   5155)  to  a  disaster  loan 
under  paragraph  (1)  or  (2)  of  this  subsection,   or  one 
made  pursuant  to  the  former  paragraph  (4)  of  this  sub- 
section. 

(6)  Whoever  wrongfully  misapplies  the  proceeds  of 
a  loan  obtained  under  this  subsection  (b)  shall  be 
civilly  liable  to  the  Administrator  in  an  amount  equal 
to  one  and  one-half  times  the  original  principal  amount 
of  the  loan. 


*       *       *        *        *        *  * 
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Sec.  7  [(c) (3)  With  respect  to  a  disaster  occurring  on 
or  after  October  1,  1978,  and  prior  to  October  1,  1983,  on 
the  Administration's  share  of  loans  made  pursuant  to  paragraph 
(1)  of  subsection  (b)  — 

(A)  if  the  loan  proceeds  are  to  repair  or  replace 
a  primary  residence  and/or  repair  or  replace  damaged  or  destroyed 
personal  property,  the  interst  rate  shall  he  3  percent  on  the 
first  $55,000  of  such  loan; 

(B)  if  the  loan  proceeds  are  to  repair  or  replace 
property  damaged  or  destroyed  and  if  the  applicant  is  a  business 
concern  which  is  unable  to  obtain  sufficient  credit  elsewhere, 
the  interest  rate  shall  be  as  determined  by  the  Administration, 
but  not  in  excess  of  5  percent  per  annum;  and 

(C)  if  the  loan  proceeds  are  to  repair  or 
replace  property  damaged  or  destroyed  and  if  the  applicant  is  a 
business  concern  which  is  able  to  obtain  sufficient  credit 
elsewhere,  the  interest  rate  shall  not  exceed  the  current  average 
market  yield  on  outstanding  marketable  obligations  of  the  United 
States  with  remaining  periods  to  maturity  comparable  to  the 
average  maturities  of  such  loans  and  adjusted  to  the  nearest  one- 
eighth  of  1  percent,  and  an  additional  amount  as  determined  by 
the  Administration,  but  not  to  exceed  1  percent:    Provided,  That 
three  years  after  such  loan  is  fully  disbursed  and  every  two 
years  thereafter  for  the  term  of  the  loan,  if  the  Administration 
determines  that  the  borrower  is  able  to  obtain  a  loan  from  non- 
Federal  sources  at  reasonable  rates  and  terms  for  loans  of  similar 
purposes  and  periods  of  time,  the  borrower  shall,  upon  request  by 
the  Administration,  apply  for  and  accept  such  a  loan  in  sufficient 
amount  to  repay  the  Administration:  Provided  further,  That  no  loan 
under  subsection  (b)(1)  shall  be  made,  either  directly  or  in 
cooperation  with  banks  or  other  lending  institutions  through 
agreements  to  participate  on  an  immediate  or  deferred  basis,  if 
the  total  amount  outstanding  and  committed  to  the  borrower 

under  such  subsection  would  exceed  $500,000  for  each  disaster, 
unless  an  applicant  constitutes  a  major  source  of  employment  in 
an  area  suffering  a  disaster,  in  which  case  the  Administration, 
in  its  discretion,  may  waive  the  $500,000  limitation.  3 
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Sec.  7  C(g)    (1)  The  Administration  also  is  empowered  to  make 
loans  (either  directly  or  in  cooperation  with  banks  or  other 
lenders  through  agreements  to  participate  on  an  immediate  or 
deferred  basis)  to  assist  any  small  business  concern  in  affecting 
additions  to  or  alterations  in  the  equipment,  facilities  (lnclud-  - 
ing  the  construction  of  pretreatment  facilities  and  interceptor 
sewers),  or  methods  of  operation  of  such  concern  to  meet  water 
pollution  control  requirements  established  under  the  Federal 
Water  Pollution  Control  Act,  if  the  Administration  determines 
that  such  concern  is  likely  to  suffer  substantial  economic  injury 
without  assistance  under  this  subsection. 

(2)  Any  such  loan  — 

(A)  shall  be  made  in  accordance  with  provisions 
applicable  to  loans  made  pursuant  to  subsection  (b)(5)  of  this 
section,  except  as  otherwise  provided  in  this  subsection: 

(B)  shall  be  made  only  if  the  applicant  furnishes 
the  Administration  with  a  statement  in  writing  from  the  Environmental 
Protection  Agency,  or  if  appropriate,  the  State,  that  such  additions 
or  alterations  are  necessary  and  adequate  to  comply  with  requirements 
established  under  the  Federal  Water  Pollution  Control  Act. 

(3)  The  Administrator  of  the  Environmental  Protection 
Agency  shall,  as  soon  as  practicable  after  the  date  of  enactment 
of  the  Federal  Water  Pollution  Control  Act  Amendments  of  1972 
and  not  later  than  one  hundred  and  eighty  days  thereafter,  pro- 
mulgate regulations  establishing  uniform  rules  for  the  issuance 
of  statements  for  the  purpose  of  paragraph  (2)(B)  of  this  sub- 
section. 3 


Sec.    18    C(a)    The  Administration  shall  not  duplicate  the  work  or 
activity  of 'any  other  department  or  agency  of  the  Federal  Govern- 
ment   except  *       to  those  enterprises  engaged  in  the  production 
of  food  and  fiber,  ranching,  and  raising  of  livestock,  aquaculture, 
and  all  other  farming  and  agricultural  related  industries:  Pro- 
vided, That  prior  to  October  1,  1983,  an  agricultural 
enterprise  shall  not  be  eligible  for  loan  assistance  under  para- 
graph (1)  of  section  7(b)  to  repair  or  replace  property  other 
than  residences  and/or  personal  property  unless  It  is  declined 
for,  or  would  be  declined  for,  emergency  loan  assistance  at 
substantially  similar  interest  rates  from  the  Farmers  Home  Admin- 
istration under  subchapter  III  of  the  Consolidated  Farm  and 
Rural  Development  Act,  and  nothing  contained  in  this  Act  shall 
be  construed  to  authorize  any  such  duplication  unless  such  work 
or  activity  is  expressly  provided  for  in  this  Act.  If  loan 
applications  are  being  refused  or  loans  denied  by  such  other 
department  or  agency  responsible  for  such  work  or  activity  due 
to  administrative  withholding  from  obligation  or  withholding 
from  apportionment,  or  due  to  administratively  declared  moratorium, 
then,  for  purposes  of  this  section,  no  duplication  shall  be 
deemed  to  have  occurred. 
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(b)    As  used  in  this  Act  — 

(1)  "agricultural  enterprises"  means  those  businesses 
engaged  in  the  production  of  food  and  fiber,  ranching,  and  raising 
of  livestock,  aquaculture,  and  all  other  farming  and  agricultural 
related  industries;  and 

(2)  "credit  elsewhere"  means  the  availability  of 
sufficient  credit  from  non-Federal  sources  at  reasonable  rates 
and  terms,  taking  into  consideration  prevailing  private  rates  and 
terms  in  the  community  in  or  near  where  the  concern  transacts 
business  for  similar  purposes  and  periods  of  time.} 

The  Administration  shall  not  duplicate  the  work  or  activity 
of  any  other  Department  or  Agency  or  the  Federal  Government 3  and 
nothing  contained  in  this  Act  shall  be  construed  to  authorize 
any  such  duplication  unless  such  work  or  activity  is  expressly 
provided  for  in  this  Act. 


*       *       *       *       *         *  * 
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Sec.  20  C(h)  The  following  program  levels  are  authorized  for  fisral 
year  1981: 

(1)  For  the  programs  authorized  by  section  7(a)  of  this 
Act  the  Administration  is  authorized  to  make  $300,000,000  in  direct 
and  Immediate  participation  loans,  and  $4, 000, 000, 000  in  deferred 
participation  loans. 

(2)  For  the  programs  authorized  by  section  7(h)  of 
this  Act,  the  Administration  is  authorized  to  make  $25,000,000 
in  direct  and  immediate  participation  loans  and  $12,000,000  in 
guaranteed  loans. 

(3)  For  the  programs  authorized  by  section  7(1)  of 
this  Act,  the  Administration  is  authorized  to  make  $76,000,000 
in  direct  and  immediate  participation  loans  and  $90,000,000  in 
guaranteed  loans. 

(4)  For  the  programs  authorized  by  section  7(1)  of 
this  Act,  the  Administration  is  authorized  to  make  $45,000,000  in 
direct  and  immediate  participation  loans  and  $33,000,000  in 
guaranteed  loans. 

(5)  For  the  programs  authorized  by  sections  501,  502, 
and  503  of  the  Small  Business  Investment  Act  of  1958,  the  Admin- 
istration is  authorized  to  make  $55,000,000  in  direct  and  immediate 
participation  loans  and  $115,000,000  in  guaranteed  loans  and 
guarantees  of  debentures. 

(6)  For  the  programs  authorized  by  title  III  of  the 
Small  Business  Investment  Act  of  1958,  the  Administration  is 
authorized  to  make  $42,000,000  in  direct  purchase  of  debentures 
and  preferred  securities,  and  to  make  $228,000,000  in  guarantees 
of  debentures. 

(7)  For  the  programs  authorized  in  part  B  of  title  IV 
of  the  Small  Business  Investment  Act  of  1958,  the  Administration 

is  authorized  to  enter  into  guarantees  not  to  exceed  $2,530,000,000. 

(8)  For  the  programs  authorized  by  sections  7(b)(3) 
through  7(b)(9)  and  7(g)  of  this  Act,  the  Administration  is 
authorized  to  enter  into  $110,000,000  In  loans,  guarantees,  and 
other  obligations  or  commitments. 

(9)  For  the  programs  authorized  by  sections  404  and  405 
of  the  Small  Business  Investment  Act  of  1958,  the  Administration 
is  authorized  to  enter  into  guarantees  not  to  exceed  $110,000,000. 

(10)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the  carrying 
out  of  the  provisions  and  purposes,  including  administrative 
expenses,  of  sections  7(b)  and  7(g)  of  this  Act;  and  there  are 
authorized  to  be  transferred  from  the  disaster  loan  revolving 
fund  such  suras  as  may  be  necessary  and  appropriate  for  such 
administrative  expenses. 
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(I)    There  are  authorized  to  be  appropriated  to  the  Adminis- 
tration for  fiscal  year  1981,  $1,187,000,000.     Of  such  sum, 
$865,000,000  shall  be  available  for  the  purpose  of  carrying  out 
the  programs  referred  to  in  subsection  (h),  paragraphs  (1)  through 
(6);  $76,000,000  shall  be  available  for  the  purpose  of  carrying 
out  the  provisions  of  section  412  of  the  Small  Business  Investment 
Act  of  1958;  $4,000,000  shall  be  available  for  the  purpose  of 
carrying  out  the  provisions  of  section  403  of  the  Small  Business 
Investment  Act  of  1958;  and  $242,000,000  shall  be  available  for 
salaries  and  expenses  of  the  Administration  of  which  amount  — 

(1)  $13,200,000  shall  be  available  for  procurement  and 
technical  assistance;  of  which  amount  not  less  than  $2,000,000 
shall  be  available  for  technical  assistance,  and  of  this  amount 
not  less  less  that  $629,000  shall  be  used  to  pay  for  the  continued 
development  of  a  procurement  automated  source  system,  and  not 

less  than  $825,000  shall  be  used  to  develop  and  maintain  technology 
assistance  centers  which  shall  have  direct  or  indirect  access 
to  a  minimum  of  thirty  technology  data  banks  to  define  the  tech- 
nology problems  or  needs  of  small  businesses  by  searching  tech- 
nology data  banks  or  other  sources  to  locate,  obtain,  and  interpret 
the  appropriate  technology  for  such  small  businesses  and  not 
more  than  $200,000  shall  be  available  for  a  study  the  purpose  of 
which  shall  be  to  define  and  describe  the  forest  products  industry 
and,  in  particular,  to  define  and  describe  that  portion  of  the 
forest  products  industry  which  consists  of  small  businesses,  to 
identify  the  trends  and  conditions  affecting  the  survival  of 
small  businesses  as  a  viable  portion  of  the  forest  products 
industry,  and  to  propose  actions  and  programs  to  assist  and 
promote  a  broadly  based,  nonconcentra ted ,  healthy  forest  products 
industry. 

(2)  $23,100,000  shall  be  available  for  management 
assistance,  of  which  amount  not  less  than  $880,000  shall  be  used 
to  sustain  the  small  business  export  development  program  and 

to  employ  not  less  than  seventeen  staff  people  for  the  Office 
of  International  Trade,  ten  of  whom  shall  serve  as  export 
development  specialists,  with  each  of  the  Administration's 
regional  offices  being  assigned  one  such  specialist. 

(3)  $8,800,000  shall  be  available  for  economic 
research  and  analysis  and  advocacy,  of  which  amount  not  less 
than  $2,200,000  shall  be  used  to  employ  at  least  sixty-nine 
staff  people  for  the  Office  of  the  Chief  Counsel  for  Advocacy 
to  carry  out  research  and  those  functions  prescribed  by  Public 
Law  94-305;  not  less  than  $1,650,000  shall  be  used  to  develop 
an  external  small  business  data  bank  and  small  business  index; 
and  not  less  than  $1,650,000  shall  be  used  for  research. 

(4)  $27,500,000  shall  be  available  for  the  Office 
of  Minority  Small  Business  and  Capital  Ownership  Development, 
$12,414,000  of  which  shall  be  used  to  carry  out  those  functions, 
including  administrative  expenses,  prescribed  by  section  7(j) 

of  this  Act. 
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(5)  $9,900,000  shall  be  available  for  program 
evaluation  and  data  management  with  priority  given  to  the 
development  of  an  automated  internal  Administration  manage- 
ment data  base,  to  the  enhancement  of  the  Adminstration* s  document 
tracking  system,  to  the  installation  of  terminals  in  Administration 
field  offices,  and  to  the  development  of  an  indicative  small 
business  data  base  comprised  of  names  and  addresses  and  related 
information,  of  which  amount  not  less  than  $1,100,000  shall  be 
used  to  pay  for  development  of  such  indicative  small  business 

data  base. 

(6)  $20,000,000  shall  be  available  for  matching  grants 
to  small  business  development  centers,  and  an  additional  $550,000 
shall  be  available  for  the  administration  of  the  small  business 
development  center  program. 

(j)    The  Administrator  may  transfer  no  more  than  10  percent 
of  each  of  the  total  levels  for  salaries  and  expenses  authorized 
in  paragraphs  (1)  through  (6)  of  section  20(i)  of  this  Act: 
Provided,  however,  That  no  level  authorized  in  such  paragraphs 
may  be  increased  more  than  20  percent  by  any  such  transfers. 

(k)    The  following  program  levels  are  authorized  for  each  of 
fiscal  years  1982,  1983,  and  1984: 

(1)  For  the  programs  authorized  by  section  7(a)  of 
this  Act,  the  Administration  is  authorized  to  make  $330,000,000 
in  direct  and  immediate  participation  loans,  and  $4, 400,000,000 
in  deferred  participation  loans. 

(2)  For  the  programs  authorized  by  section  7(h)  of 
this  Act,  the  Administration  is  authorized  to  make  $28,000,000  in 
direct  and  immediate  participation  loans,  and  $14,000,000  in 
guaranteed  loans. 

(3)  For  the  programs  authorized  by  section  7(i)  of 
this  Act,  the  Adrainistraton  is  authorized  to  make  $83,000,000  in 
direct  and  immediate  participation  loans,  and  $99,000,000  in 
guaranteed  loans. 

(4)  For  the  programs  authorized  by  section  7(1)  of 
this  Act,  the  Administration  is  authorized  to  make  $45,000,000  in 
direct  and  immediate  participation  loans,  and  $37,000,000  in 
guaranteed  loans. 

(5)  For  the  programs  authorized  by  sections  501,  502, 
and  503  of  the  Small  Business  Investment  Act  of  1958,  the 
Administration  is  authorized  to  make  $61,000,000  in  direct  and 
immediate  participation  loans,  and  $125,000,000  in  guaranteed 
loans  and  guarantees  of  debentures. 
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(6)  For  the  programs  authorized  by  title  III  of  the 
Small  Business  Investment  Act  of  1958,  the  Administration  is 
authorized  to  make  $47,000,000  in  direct  purchases  of  debentures 
and  preferred  securities  and  to  make  $251,000,000  in  guarantees 
of  debentures. 

(7)  For  the  programs  authorized  by  part  B  of  title 
IV  of  the  Small  Business  Investment  Act  of  1958,  the  Adminis- 
tration is  authorized  to  enter  into  guarantees  not  to  exceed 
$2,780,000,000. 

(8)  For  the  programs  authorized  by  sections  7(b)(3) 
through  7(b)(9)  and  7(g)  of  this  Act,  the  Administration  is 
authorized  to  enter  into  $121,000,000  in  loans,  guarantees,  and 
other  obligations  or  commitments. 

(9)  For  the  programs  authorized  in  sections  A04  and 
405  of  the  Small  Business  Investment  Act  of  1958,  the  Adminis- 
tration is  authorized  to  enter  into  guarantees  not  to  exceed 
$125,000,000. 

(10)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the  carrying 
out  of  the  provisions  and  purposes,  including  administrative 
expenses  of  sections  7(b)  and  7(g),  of  this  Act;  and  there  are 
authorized  to  be  transferred  from  the  disaster  loan  revolving 
funds  such  sums  as  may  be  necessary  and  appropriate  for  such 
administrative  expenses. 

(1)    There  are  authorized  to  be  appropriated  to  the  Adminis- 
tration for  fiscal  year  1982,  $1,375,000,000,  and  an  identical 
amount  for  each  of  fiscal  years  1983  and  1984.     Of  such  sum, 
$1,022,000,000  shall  be  available  for  the  purpose  of  carrying  out 
the  programs  referred  to  in  subsection  (k),  paragraph  (1)  through 
(6);  $83,000,000  shall  be  available  for  the  purpose  of  carrying 
out  the  provisions  of  section  412  of  the  Small  Business  Investment 
Act  of  1958;  $4,000,000  shall  be  available  for  the  purpose  of 
carrying  out  the  provisions  of  section  403  of  the  Small  Business 
Investment  Act  of  1958;  and  $266,000,000  shall  be  available  for 
salaries  and  expenses  of  the  Administration  of  which  amount  — 

(1)     $14,520,000  shall  be  available  for  procurement  and 
technical  assistance;  of  which  amount  not  less  than  $2,100,000 
shall  be  available  for  technical  assistance,  and  of  this  amount 
not  less  than  $692,000  shall  be  used  to  pay  for  the  continued 
development  of  a  procurement  automated  source  system,  and  not 
less  than  $907,500  shall  be  used  to  develop  and  maintain  technology 
assistance  centers  which  shall  have  direct  or  indirect  access  to 
a  minimum  of  thirty  technology  data  banks  to  define  the  technology 
problems  or  needs  of  small  businesses  by  searching  technology 
data  banks  or  other  sources  to  locate,  obtain  and  interpret  the 
appropriate  technology  for  such  small  businesses. 
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(2)  $25,400,000  shall  be  available  for  management 
assistance  of  which  amount  not  less  than  $968,000  shall  be  used 
to  sustain  the  small  business  export  development  program  and  to 
employ  not  less  than  seventeen  staff  people  for  the  Office  of 
International  Trade,  ten  of  whom  shall  serve  as  export  develop- 
ment specialists  with  each  of  the  Administration's  regional 
offices  being  assigned  one  such  specialist. 

(3)  $9,680,000  shall  be  available  for  economic  research 
and  analysis  and  advocacy,  of  which  amount  not  less  than  $2,420,000 
shall  be  used  to  employ  at  least  sixty-nine  staff  people  for  the 
Office  of  the  Chief  Counsel  for  Advocacy  to  carry  out  research  and 
those  functions  prescribed  by  Public  Law  94-305;  not  less  than 
$1,815,000  shall  be  used  to  develop  an  external  small  business 
data  bank  and  small  business  index;  and  not  less  than  $1,815,000 
shall  be  used  for  research. 

(4)  $30,250,000  shall  be  available  for  the  Office  of 
Minority  Small  Business  and  Capital  Ownership  Development, 
$13,655,000  of  which  shall  be  used  to  carry  out  those  functions, 
including  administrative  expenses,  prescribed  by  section  7(j)  of 
this  Act. 

(5)  $10,900,000  shall  be  available  for  program  evalua- 
tion and  data  managaement  with  priority  given  to  the  development 
of  an  automated  internal  Administration  management  data  base,  to 
the  enhancement  of  the  Administration's  document  tracking  system, 
to  the  installation  of  terminals  in  Administration  field  offices, 
and  to  the  development  of  an  indicative  small  business  data  base 
comprised  of  names  and  addresses  and  related  information,  of 
which  amount  not  less  than  $1,210,000  shall  be  used  to  pay  for 
development  of  such  indicative  small  business  data  base. 

(m)    The  Administrator  may  transfer  no  more  than  10  percent 
of  each  of  the  total  levels  for  salaries  and  expenses  authorized 
in  paragraphs  (1)  through  (5)  of  section  20(1)  of  this  Act: 
Provided,  however,  That  no  level  authorized  in  such  paragraphs 
may  be  increased  more  than'  20  percent  by  any  such  transfers.] 
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(h)  The  following  program  levels  are  authorized  for 
fiscal  year  1981: 

(1)  For  the  programs  authorized  by  section  7(a) 
of  this  Act  the  Administration  is  authorized  to  make 
$169,000,000  in  direct  and  immediate  participation 
loans,   and  $4,000,000,000  in  deferred  participation 
loans . 

(2)  For  the  programs  authorized  by  section  7(h) 
of  this  Act,   the  Administration  is  authorized  to  make 
$25,000,000  in  direct  and  immediate  participation 
loans  and  $12,000,000  in  guaranteed  loans. 

(3)  For  the  programs  authorized  by  section  7 (i) 
of  this  Act,    the  Administration  is  authorized  to  make 
$50,  000,  000  in  direct  and  immediate  participation  loans 
and  $70,000,000  in  guaranteed  loans. 

(4)  For  the  programs  authorized  by  section  7(1)  of 
this  Act,    the  Administration  is  authorized  to  make 
$10,000,000  in  direct  and  immediate  participation  loans 
and  $33,000,000  in  guaranteed  loans. 

(5)  For  the  programs  authorized  by  sections  501, 
502,   and  503  of  the  Small  Business  Investment  Act  of 
1958,   the  Administration  is  authorized  to  make 
$15,000,000  in  direct  and  immediate  participation 
loans  and  $250,000,000  in  guaranteed  loans  and 
guarantees  of  debentures . 

(6)  For  the  programs  authorized  by  title  III  of 
the  Small  Business  Investment  Act  of  1958,   the  Ad- 
ministration is  authorized  to  make  $35,000,000  in 
direct  purchase  of  debentures  and  preferred  securities , 
and  to  make  $169,000,000  in  guarantees  of  debentures. 

(7)  For  the  programs  authorized  in  part  B  of 
title  IV  of  the  Small  Business  Investment  Act  of  1958, 
the  Administration  is  authorized  to  enter  into  guaran- 
tees not  to  exceed  $1,600,000,000. 

(8)  For  the  programs  authorized  by  section  7(b)(3) 
through  7(b)(9)  and  7(g)  of  this  Act,   the  Administra- 
tion is  authorized  to  enter  into  $110 ,000 ,000  in  loans, 
guarantees ,   and  other  obligations  or  commitments . 

(9)  For  the  programs  authorized  by  sections  404  and 
405  of  the  Small  Business  Investment  Act  of  1958,  the 
Administration  is  authorized  to  enter  into  guarantees 
not  to  exceed  $250 , 000 ,  000 . 
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(10)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the 
■carrying  out  of  the  provisions  and  purposes,  including 
administrative  expenses ,   of  sections  7(b)  and  7(g)  of 
this  Act;  and  there  are  authorized  to  be  transferred 
from  the  disaster  loan  revolving  fund  such  sums  as  may 
be  necessary  and  appropriate  for  such  administrative 
expenses . 

(i)  There  are  authorized  to  be  appropriated  to  the  Ad- 
ministration for  fiscal  year  1981,    $779,000,000.     Of  such 
sum,    $512,000,000  shall  be  available  for  the  purpose  of 
carrying  out  the  programs  referred  to  in  subsection   (h) , 
paragraphs   (1)   through   (6);   $30,000,000  shall  be  available 
for  the  purpose  of  carrying  out  the  provisions  of  section  412 
of  the  Small  Business  Investment  Act  of  1958;   $4,000,000  shall 
be  available  for  the  purpose  of  carrying  out  the  provisions  of 
section  403  of  the  Small  Business  Investment  Act  of  1958,  and 
$233,000,000  shall  be  available  for  salaries  and  expenses  of 
the  Administration  of  which  amount-- 

(1)  $13,200,000  shall  be  available  for  procurement 
and  technical-  assistance ;   of  which  amount  not  less  than 
$2,000,000  shall  be  available  for  technical  assistance, 
and  of  this  amount  not  less  than  $629,000  shall  be  used 
to  pay  for  the  continued  development  of  a  procurement 
automated  source  system,   and  not  less  than'  $825 ,  000 
shall  be  used  to  develop  and  maintain  technology  assis- 
tance centers  which  shall  have  direct  or  indirect  access 
to  a  minimum  of  thirty  technology  data  banks  to  define 
the  technology  problems  or  needs  of  small  businesses  by 
searching  technology  data  banks  or  other  sources  to 
locate,   obtain,   and  interpret  the  appropriate  technology 
for  such  small  businesses  and  not  more  than  $200,000 
shall  be  available  for  a  study  the  purpose  of  which 
shall  be  to  define  and  describe  the  forest  products 
industry  and,   in  particular ,    to  define  and  describe 
that  portion  of  the  forest  products  industry  which 
consists  of  small  businesses ,    to  identify  the  trends  and 
conditions  affecting  the  survival  of  small  businesses 

as  a  viable  portion  of  the  forest  products  industry , 
and  to  propose  actions  and  programs  to  assist  and 
promote  a  broadly  based,   nonconcentrated,   healthy  forest 
products  industry . 

(2)  $23,100,000  shall  be  available  for  management 
assistance,   of  which  amount  not  less  than  $880,000  shall 
be  used  to  sustain  the  small  business  export  development 
program  and  to  employ  not  less  than  seventeen  staff 
people  for  the  Office  of  International  Trade,   ten  of 
whom  shall  serve  as  export  development  specialists ,  with 
each  of  the  Administration  ' s  regional  offices  being 
assigned  one  such  specialist . 
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(3)  $8 j  800,  000  shall  be  available  for  economic 
research  and  analysis  and  advocacy j   of  which  amount 
not  less  than  $2,200,000  shall  be  used  to  employ  at 
least  sixty-nine  staff  people  for  the  Office  of  the 
Chief  Counsel  for  Advocacy  to  carry  out  research  and 
those  functions  prescribed  by  Public  Law  94-305;  not 
less  than  $1,650,000  shall  be  used  to  develop  an  ex- 
ternal small  business  data  bank  and  small  business 
index;  and  not  less  than  $1,650,000  shall  be  used  for 
research . 

(4)  $27 ,500,000  shall  be  available  for  the  Office 
of  Minority  Small  Business  and  Capital  Ownership  De- 
velopment,   $12,414,000  of  which  shall  be  used  to 
carry  out  those  functions ,   including  administrative 
expenses ,  prescribed  by  section  7(g)  of  this  Act. 

(5)  $9,900,000  shall  be  available  for  program 
evaluation  and  data  management  with  priority  given  to 
the  development  of  automated  internal  Administration 
management  data  base,   to  the  enhancement  of  the  Ad- 
ministration's document  tracking  system,   to  the  in- 
stallation of  terminals  in  Administration  field 
offices,     and  to  the  development  of  an  indicative 
small  business  data  base  comprised  of  names  and 
addresses  and  related  information,   of  which  amount 
not  less  than  $1,100,000  shall  be  used  to  pay  for 
development  of  such  indicative  small  business  data 
base . 

(6)  $20,000,000  shall  be  available  for  matching 
grants  to  small  business  development  centers,   and  an 
additional  $550,000  shall  be  available  for  the  ad- 
ministration of  the  small  business  development  center 
program. 

(j)  The  Administrator  may  transfer  no  more  than  10  per 
centum  of  each  of  the  total  levels  for  salaries  and  expenses 
authorized  in  paragraphs   (1)  through   (6)  of  section  20(i)  of 
this  Act:  Provided,   however,   That  no  level  authorized  in 
such  paragraphs  may  be  increased  more  than  20  per  centum  by 
any  such  transfers . 

(k)  The  following  program  levels  are  authorized  for 
fiscal  year  1982: 

(1)  For  the  programs  authorized  by  section  7(a)  of 
this  Act,    the  Administration  is  authorized  to  make 
$83,000,000  in  direct  and  immediate  participation  loans, 
and  $3,500,000,000  in  deferred  participation  loans. 
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(2)  For  the  program  authorized  by  section  7(h)  of 
This  Actt   the  Administration  is  authorized  to  make 

$7,  000,  000  in  direct  and  immediate  participation  loans, 
and  $5,000,000  in  guaranteed  loans. 

(3)  For  the  programs  authorized  by  section  7(i)  of 
this  Act,   the  Administration  is  authorized  to  make 

$21, 000 ,  000  in  direct  and  immediate  participation  loans, 
and  $65,000,000  in  guaranteed  loans. 

(4)  For  the  programs  authorized  by  section  7(1)  of 
this  Act,    the  Administration  is  authorized  to  make 

$11,  000, 000  in  direct  and  immediate  participation  loans, 
and  $20,000,000  in  guaranteed  loans. 

(5)  For  the  programs  authorized  by  sections  501,  502, 
and  50?  of  the  Small  Business  Investment  Act  of  1958,  the 
Administration  is  authorized  to  make  $23,000,000  in  direct 
and  immediate  participation  loans,   and  $250 ,000 ,000  in 
guaranteed  loans  and  guarantees  of  debentures. 

(6)  For  the  programs  authorized  by  title  III  of  the 
Small  Business  Investment  Act  of  1958,   the  Administra- 
tion is  authorized  to  make  $35,000,000  in  direct  purchases 
of  debentures  and  preferred  securities  and  to  make 
$160,000,000  in  guarantees  of  debentures. 

(7)  For  the  programs  authorized  by  part  B  of  title  IV 
of  the  Small  Business  Investment  Act  of  1958,   the  Adminis- 
tration is  authorized  to  enter  into  guarantess  not  to 
exceed  $1,600,000,000. 

(8)  For  the  programs  authorized  in  sections  404  and 
405  of  the  Small  Business  Investment  Act  of  1958,  the 
Administration  is  authorized  to  enter  into  guarantees  not 
to  exceed  $250 ,000 ,000 . 

(9)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the 
carrying  out  of  the  provisions  and  purposes ,  including 
administrative  expenses  of  section  7(b)  of  this  Act; 
and  there  are  authorized  to  be  transferred  from  the 
disaster  loan  revolving  funds  such  sums  as  may  be 
necessary  and  appropriate  for  such  administrative  ex- 
penses. 

(1)  There  are  authorized  to  be  appropriated  to  the  Ad- 
ministration for  fiscal  year  1982,    $623,000,000.     Of  such 
sum,   $362 ,000 ,000  shall  be  available  for  the  purpose  of 
carrying  out  the  programs  referred  to  in  subsection   (k) , 
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paragraphs   (1)  through   (6);   $30 ,000 ,000  shall  be  available 
for  the  purpose  of  carrying  out  the  provisions  of  section 
412  of  the  Small  Business  Ievestment  Act  of  1958;   $4, 000 >  000 
shall  be  available  for  the  purpose  of  carrying  out  the  pro- 
visions  of  section  403  of  the  Small  Business  Investment  Act 
of  1958;  and  $227,000,000  shall  be  available  for  salaries 
and  expenses  of  the  Administration  of  which  amount  -- 

(1)  $14,520,000  shall  be  available  for  procurement 
and  technical  assistance ;   of  which  amount  not  less  than 
$2,100,000  shall  be  available  for  technical  assistance, 
and  of  this  amount  not  less  than  $692,000  shall  be  used 
to  pay  for  the  continued  development  of  a  procurement 
automated  source  system,   and  not  less  than  $907,000 
shall  be  used  to  develop  and  maintain  technology  assis- 
tance centers  which  shall  have  direct  or  indirect  access 
to  a  minimum  of  thirty  technology  data  banks  to  define 
the  technology  problems  or  needs  of  small  businesses  by 
searching  technology  data  banks  or  other  sources  to 

v  locate,   obtain  and  interpret  the  appropriate  technology 
for  such  small  businesses . 

(2)  $25,400,000  shall  be  available  for  management 
assistance  of  which  amount  not  less  than  $968,000  shall 
be  used  to  sustain  the  small  business  export  development 
program  and  to  employ  not  less  than  seventeen  staff 
people  for  the  Office  of  International  Trade,   ten  of 
whom  shall  serve  as  export  development  specialists  with 
each  of  the  Administration' s  regional  offices  being 
assigned  one  such  specialist . 

(3)  $9,680,000  shall  be  available  for  economic 
research  and  analysis  and  advocacy ,   of  which  amount 
not  less  than  $2,420,000  shall  be  used  to  employ  at 
least  sixty-nine  staff  people  for  the  Office  of  the 
Chief  Counsel  for  Advocacy  to  carry  out  research  and 
those  functions  prescribed  by  Public  Law  94-305;  not 
less  than  $1,815,000  shall  be  used  to  develop  an 
external  small  business  data  bank  and  small  business 
index;  and  not  less  than  $1,815,000  shall  be  used  for 
research. 

(4)  $30,250,000  shall  be  available  for  the  Office 
of  Minority  Small  Business  and  Capital  Ownership  De- 
velopment,  $13,655,000  of  which  shall  be  used  to 
carry  out  those  functions ,   including  administrative 
expenses ,  prescribed  by  section  7(j)  of  this  Act. 
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(5)  $10,900,000  shall  be  available  for  program 
evaluation  and  data  management  with  priority  given 
to  the  development  of  an  automated  internal  Adminis- 
tration management  data  base,   to  the  enhancement  of 
the  Administration' s  document  tracking  system,   to  the 
installation  of  terminals  in  Administration  field 
offices,   and  to  the  development  of  an  indicative 
small  business  data  base  comprised  of  names  and 
addresses  and  related  information,   of  which  amount 
not   less  than  $1,210,000  shall  be  used  to  pay  for 
development  of  such  indicative  small  business  data 
base. 

(6)  $12,000 ,000  shall  be  available  for  matching 
grants  to  small  business  development  centers. 

(m)  The  Administrator  may  transfer  no  more  than  10  per 
centum  of  each  of  the  total  levels  for  salaries  and  expenses 
authorized  in  paragraphs   (1)   through   (6)  of  section  20(1) 
of  this  Act:  Provided,   however,   That  no  level  authorized  in 
such  paragraphs  may  be  increased  more  than  20  per  centum  by 
any  such  transfers . 

(n)  The  following  programs  levels  are  authorized  dor 
fiscal  year  1983: 

(1)  For  the  programs  authorized  by  section  7(a)  of 
his  Act  the  Administration  is  authorized  to  make 
$89,000,000  in  direct  and  immediate  participation  loans, 
and  $3,395,000,000  in  deferred  participation  loans. 

(2)  For  the  programs  authorized  by  section  7(h)  of 
this  Act,    the  Administration  is  authorized  to  make 
$7,000,000  in  direct  and  immediate  participation  loans, 
and  $5,000,000  in  guaranteed  loans. 

(3)  For  the  programs  authorized  by  section  7(i)  of 
this  Act,    the  Administration  is  authorized  to  make 
$22,000,000  in  direct  and  immediate  participation 
loans,   and  $65,000,000  in  guaranteed  loans. 

(4)  For  the  programs  authorized  by  section  7(1)  of 
this  Act,   the  Administration  is  authorized  to  make 
$12,000,000  in  direct  and  immediate  participation 
loans,   and  $25,000,000  in  guaranteed  loans. 

(5)  For  the  programs  authorized  by  sections  501,  502, 
and  503  of  the  Small  Business  Investment  Act  of  1958,  the 
Administration  is  authorized  to  make  $23,000,000  in  direct 
and  immediate  participation  loans,   and  $350,000,000  in 
guaranteed  loans  and  guarantees  of  debentures . 
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(6)  For  the  programs  authorized  by  title  III  of  the 
Small  Business  Investment  Act  of  1958,    the  Administra- 
tion is  authorized  to  make  $25,000 3000  in  direct  purchase 
of  debentures  and  preferred  securities  3   and  to  make 
$160,  000,  000  in  guarantees  of  debentures. 

(7)  For  the  programs  authorized  in  part  B  of  title 
IV  of  the  Small  Business  Investment  Act  of  19S83  the 
Administration  is  authorized  to  enter  into  guarantees 
not  to  exceed  $1,  600,  000,  000. 

(8)  For  the  programs  authorized  by  sections  404  and 
405  of  the  Small  Business  Investment  Act  of  19583  the 
Administration  is  authorized  to  enter  into  guarantees 
not  to  exceed  $250,000,000. 

(9)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the 
carrying  out  of  the  provisions  and  purposes 3  including 
administrative  expenses 3   of  section  7(b)  of  this  Act; 
and  there  are  authorized  to  be  transferred  from  the 
disaster  loan  revolving  fund  such  sums  as  may  be 
necessary  and  appropriate  for  such  administrative 
expenses . 

(o)  There  are  authorized  to  be  appropriated  to  the  Ad- 
ministration for  fiscal  year  198Z3    $6 89 3  0 0 0 3  0 0 0 .     Of  such 
sum3    $4223 000 3  000  shall  be  available  for  the  purpose  cf 
carrying  out  the  programs  referred  to  in  subsection   (n) 3 
paragraph   (1)   through   (6);   $50 3  000 3  000  shall  be  available 
for  the  purpose  of  carrying  out  the  provisions  of  section 
412  of  the  Small  Business  Investment  Act  of  1958;   $43  000 3  000 
shall  be  available  for  the  purpose  of  carrying  out  the  pro- 
visions of  section  402  of  the  Small  Business  Investment  Act 
of  1958;   and  $222 3  000 3  000  shall  be  available  for  salaries  and 
expenses  of  the  Administration  of  which  amount  -- 

(1)   $143 520 3  000  shall  be  available  for  procurement 
and  technical  assistance ;   of  which  amount  not  less  than 
$23  100 3  000  shall  be  available  for  technical  assistance3 
and  of  this  amount  not  less  than  $6923000  shall  be  used 
to  pay  for  the  continued  development  of  a  procurement 
automated  source  system3   and  not  less  than  $907 3  500  shall 
be  used  to  develop  and  maintain  technology  assistance 
centers  which  shall  have  direct  or  indirect  access  to 
a  minimum  of  thirty  technology  data  banks  to  define  the 
technology  problems  or  needs  of  small  businesses  by 
searching  technology  data  banks  or  other  sources  to 
locate3   obtain,  and  interpret  the  appropriate  technology 
for  such  small  businesses . 
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(2)  $25, 400,  000  shall  be  available  for  management 
assistance  of  which  amount  not  less  than  $968,000  shall 
be  used  to  sustain  the  small  business  export  development 
program  and  to  employ  not  less  than  seventeen  staff 
people  for  the  Office  of  International  Trade,   ten  of 
whom     shall  serve  as  export  development  specialists  with 
each  of  the  Administration' s  regional  offices  being 
assigned  one  such  specialist . 

(3)  $9,680,000  shall  be  available  for  economic  research 
and  analysis  and  advocacy ,   of  which  amount  not  less  than 
$2,420,000  shall  be  used  to  employ  at  least  sixty-nine 
staff  people  for  the  Office  of  the  Chief  Counsel  for 
Advocacy  to  carry  out  research  and  those  functions  pre- 
scribed by  Public  Law  94-305;  not  less  than  $1,815,000 
shall  be  used  to  develop  an  external  small  business  data 
bank  and  small  business  index;  and  not  less  than  $1,815,000 
shall  be  used  for  research. 

(4)  $30 ,250,000  shall  be  available  for  the  Office  of 
Minority  Small  Business  and  Capital  Ownership  Development , 
$13,655,000  of  which  shall  be  used  to  carry  out  those 
functions ,   including  administrative  expenses ,  prescribed 
by  section  7(g)  of  this  Act. 

(5)  $10,900,000  shall  be  available  for  program  eval- 
uation and  data  management  with  priority  given  to  the 
development  of  an  automated  internal  Administration 
management  data  base,    to  the  enhancement  of  the  Adminis- 
tration' s  document  tracking  system,    to  the  installation 
of  terminals  in  Administration  field  offices,   and  to  the 
development  of  an  indicative  small  business  data  base 
comprised  of  names  and  addresses  and  related  information, 
of  which  amount  not  less  than  $1,210,000  shall  be  used 

to  pay  for  development  of  such  indicative  small  business 
data  base. 

(6)  $12,000 ,000  shall  be  available  for  matching 
grants  to  small  business  development  centers. 

(p)  The  Administrator  may  transfer  no  more  than  10  per 
centum  of  each  of  the  total  levels  for  salaries  and  expenses 
authorized  in  paragraphs   (1)   through   (6)  of  section  20 (o)  of 
this  Act:   Provided*   however,   That  no  level  authorized  in 
such  paragraphs  may  be  increased  more  than  20  per  centum  by 
any  such  transfers . 

(q)  The  following  program  levels  are  authorized  for 
fiscal  year  1984: 
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( 1 )  For  the  programs  authorized  by  section  7(a)  of 
this  Act  the  Administration  is  authorized  to  make 
$150,  000,00-0  in  direct  and  immediate  participation 
loans,   and  $3,345,000,000  in  deferred  participation 
loans . 

(2)  For  the  programs  authorized  by  section  7(h)  of 
this  Act  the  Administration  is  authorized  to  make 
$13,000,000  in  direct  and  immediate  participation  loans, 
and  $5,000,000  in  guaranteed  loans. 

(3)  For  the  programs  authorized  by  section  7  (i)  of 
this  Act  the  Administration  is  authorized  to  make 
$38,000,000  in  direct  and  immediate  participation  loans, 
and  $65,000,000  in  guaranteed  loans. 

(4)  For  the  programs  authorized  by  section  7(1)  of 
this  Act  the  Administration  is  authorized  to  make 
$20,000,000  in  direct  and  immediate  participation  loans, 
and  $25,000,000  in  guaranteed  loans. 

(5)  For  the  programs  authorized  by  sections  501,  502, 
and  503  of  the  Small  Business  Investment  Act  of  1958, 

the  Administration  is  authorized  to  make  $23,000,000  in 
direct  and  immediate  participation  loans  and  $400,000,000 
in  guaranteed  loans  and  guarantees  of  debentures . 

(6)  For  the  programs  authorized  by  title  III  of  the 
Small  Business  Investment  Act  of  1958,   the  Administration 
is  authorized  to  make  $35,000,000  in  direct  purchase  of 
debentures  and  preferred  securities ,   and  to  make 
$160,000,000  in  guarantees  of  debentures. 

(7)  For  the  programs  authorized  in  part  B  of  title 
IV  of  the  Small  Business  Investment  Act  of  1958,  the 
Administration  is  authorized  to  enter  into  guarantees 
not  to  exceed  $1,  600,  000,  000. 

(8)  For  the  programs  authorized  by  sections  404  and 
405  of  the  Small  Business  Investment  Act  of  1958,  the 
Administration  is  authorized  to  enter  into  guarantees 
not  to  exceed  $250,000,000. 

(9)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the 
carrying  out  of  the  provisions  and  purposes ,  including 
administrative  expenses,   of  section   7(b)   of  this  Act; 
and  there  are  authorized  to  be  transferred  from  the 
disaster  loan  revolving  fund  such  sums  as  may  be 
necessary  and  appropriate  for  such  administrative  ex- 
penses. 
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(r)  There  are  authorized  to  be  appropriated  to  the  Ad- 
ministration for  fiscal  year  1984,    $838,000,000.     Of  such 
sum,   $565,  000 j  000  shall  be  available  for  the  purpose  of 
carrying  out  the  programs  referred  to  in  subsection  (q) 
paragraphs   (1)  through   (6);   $30,000,000  shall  be  available 
for  the  purpose  of  carrying  out  the  provisions  of  section 
412  of  the  Small  Business  Investment  Act  of  1958;  $4,000,000 
shall  be  available  for  the  purpose  of  carrying  out  the  pro- 
visions of  section  403  of  the  Small  Business  Investment  Act 
of  1958;   and  $239,000,000  shall  be  available  for  salaries 
and  expenses  of  the  Administration  of  which  amount  -- 

(1)  $14,520,000  shall  be  available  for  procurement 
and  technical  assistance ;   of  which  amount  not  less  than 
$2,100,000  shall  be  available  for  technical  assistance, 
and  of  this  amount  not  less  than  $692,000  shall  be  used 
to  pay  for  the  continued  development  of  a  procurement 
automated  source  system,   and  not  less  than  $907,500 
shall  be  used  to  develop  and  maintain  technology 
assistance  centers  which  shall  have  direct  or  indirect 
access  to  a  minimum  of  thirty  technology  data  banks  to 
define  the  technology  problems  or  needs  of  small  busi- 
nesses by  searching  technology  data  banks  or  other 
sources  to  locate,   obtain  and  interpret  the  appropriate 
technology  for  such  small  businesses . 

(2)  $25,400,000  shall  be  available  for  management 
assistance  of  which  amount  not  less  than  $968,000  shall 
be  used  to  sustain  the  small  business  export  develop- 
ment program  and  to  employ  not  less  than  seventeen 
staff  people  for  the  Office  of  International  Trade,  ten 
of  whom  shall  serve  as  export  development  specialists 
with  each  of  the  Administration' s  regional  offices  being 
assigned  one  such  specialist . 

(3)  $9,680,000  shall  be  available  for  economic  research 
and  analysis  and  advocacy ,   of  which  amount  not  less  than 
$2,420,000  shall  be  used  to  employ  at  least  sixty-nine 
staff  people  for  the  Office  of  the  Chief  Counsel  for 
Advocacy  to  carry  out  research  and  those  functions  pre- 
scribed by  Public  Law  94-305;  not  less  than  $1,815,000 
shall  be  used  to  develop  an  external  small  business  data 
bank  and  small  business  index;   and  not  less  than 
$1,815,000  shall  be  used  for  research. 

(4)  $30,250,000  shall  be  available  for  the  Office 
of  Minority  Small  Business  and  Capital  Ownership  De- 
velopment,   $13,655,000  of  which  shall  be  used  to  carry 
out  those  functions,   including  administrative  expenses , 
prescribed  by  section  7(j)  of  this  Act. 
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(5)  $10, 900, 000  shall  be  available  for  program 
evaluation  and  data  management  with  priority  given 
to  the  development  of  an  automated  internal  Admin- 
istration management  data  base}    to  the  enhancement 
of  the  Administration' s  document  tracking  system, 
to  the  installation  of  terminals  in  Administration 
field  offices,   and  to  the  development  of  an  indica- 
tive small  business  data  base  comprised  of  names 
and  addresses  and  related  information,    of  which 
amount  not  less  than  $1,210,000  shall  be  used  to 

pay  for  development  of  such  indicative  small  busines s 
data  base. 

(6)  $12,000,000  shall  be  available  for  matching 
grants  to  small  business  development  centers. 

(s)  The  Administrator  may  transfer  no  more  than  10 
per  centum  of  each  of  the  total  levels  for  salaries  and 
expenses  authorized  in  paragraphs   (1)   through   (6)  of 
section  20(r)  of  this  Act:  Provided .    however .   That  no 
level  authorized  in  such  paragraphs  may  be  increased  more 
than  20  per  centum  by  any  such  transfers . 
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MISCELLANEOUS  PROVISIONS  RELATING  TO 
DISASTER  PROGRAM  BENEFITS 


Sec.    1206.     Amendments  and  repeals  made  by  sections 
1201  through  1205  of  this  Act  shall  be  effective  immediately 
upon  enactment  of  this  Act ,   but  shall  not  affect  any  financ- 
ings made,   obligated  or  committed  under  the  Small  Business 
Act  prior  to  the  effective  date  of  this  Act. 

Sec.   1207.      (a)  Notwithstanding  section  5(b)(6)   of  the 
Small  Business  Act,   or  any  other  provision  of  law,  any 
application  for  assistance  made  pursuant  to  paragraph  (1), 
(2)   or  (4)   of  subsection  7(b)  of  the  Small  Business  Act  as  in 
effect  on  March  19,   1981,  and  which  was  received  by  the 
Small  Business  Administration  on  or  before  March  19,  1981, 
shall  be  acted  upon  by   the  Small  Business  Administration 
under  the  rules  and  regulations  in  effect  on  the  date  such 
application  was  first  received . 

(b)   The  Small  Business  Administration  is  specifically 
directed  to  reconsider  and  act  upon  any  application  for 
assistance  made  pursuant  to  paragraph   (1),    (2)     or  (4)  of 
subsection  (b)  of  the  Small  Business  Act,   as  in  effect  on 
March  19,    1981,  which  was  received  by  the  Small  Business 
Administration  on  or  before  March  19,    19  81,   and  upon  which 
any  financing  has  been  made,   obligated  or  committed  under 
the  Small  Business  Act  prior  to   the  effective  date  of  this 
Act,  and  to.  remake,   reobligate  or  recommit  such  financing 
based  on  the  rules  and  regulations  in  effect  on  March  18,  1981. 


1011 


-70- 


DISASTER  RELIEF  ACT  OF  19  70 
******* 


SMALL  BUSINESS  DISASTER  LOAN'S 

fScc  231.(*)  In  the  administration  of  the  disaster  loan  program  under 
section  7(b)  (1),  (2),  and  (4)  of  the  Small  Business  Act,  as  amended 
(15  U.S.C.  636(b)),  in  the  case  of  property  loss  or  damage  or  injury 
resulting  from  a  major  disaster  as  determined  by  the  President  or  a 
disaster  as  determined  by  the  Administrator,  the  Small  Business 
Administration — 

(1)  to  the  extent  such  loss  or  damage  or  injury  is  not  compen- 
sated for  by  insurance  or  otherwise,  (A)  shall,  on  that  part  of 
any  loan  in  excess  of  $500,  cancel  the  principal  of  the  loan,  except 
that  the  total  amount  so  canceled  shall  not  exceed  $2,500,  except 
that  this  clause  (A)  shall  apply  only  to  loans  made  to  cover 
*  losses  and  damage  and  injury  resulting  from  major  disnsters  as 
determined  by  the  President,  and  (B)  may  defer  interest  pay- 
ments or  principal  payments,  or  both,  in  whole  or  in  part,  on 
any  loan  made  under  this  section  during  the  first  three  years  of  the 
term  of  the  loan  except  that  any  such  deferred  payments  shall  bear 
interest  at  the  rate  determined  under  section  234  of  this  Act.] 
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ADDITIONAL  VIEWS  ON 
SMALL  BUSINESS  COMMITTEE  RECONCILIATION  INSTRUCTIONS 

The  Committee's  decision  to  report  the  Pryor  bill   (S.  865) 
as  part  of  the  reconciliation  packaqe  violates  the  spirit  of 
the  Budget  Act  and  the  nation's  expectations  of  fiscal 
responsibility. 

The  Committee  was  required  by  the  reconciliation 
instructions  to  report  legislation  which  would  achieve  the 
following  reductions,  in  millions: 

1981  1982  1983  1984 

BA  O  BA  O  BA  O  BA  O 

-97       -67         -526     -309         -564     -541         -554  -533 

The  Committee  has  met  this  requirement  by  makinq  some 
difficult  decisions  for  chanqes  in  existing  SBA  programs. 
The  largest  amount  of  these  reductions  are  achieved  from 
changes  in  the  disaster  loan  program  and  substantial  reductions 
in  direct  loan  proarams.     We  concur  in  these  difficult 
decisions . 

However,  the  Committee  approved  an  additional  measure, 
the  Pryor  bill,  which  has  the  practical  effect  of  offsetting 
the  reductions  achieved.     The  Pryor  bill  would  change  the 
disaster  regulations  published  by  SBA  on  March  19,  1981. 
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This  bill  is  not  an  attempt  to  achieve  the  reductions  required 

by  the  reconciliation,  but  rather  to  address  regulations  which 

are  perceived  as  inequitable.     We  believe  that  the  equities 

of  the  regulations  should  be  addressed  separately  and  prevail 

on  their  own  merits.     We  do  not  believe  the  bill  should  be  considered 

as  part  of  the  reconciliation  package. 

We  are  also  concerned  about  the  impact  the  Pryor  bill 
will  have  on  spending  by  SBA.     An  estimated  $573  million  would  be 
needed  in  FY  1981  to  fund  additional  obligations  if  the  bill  is 
enacted.     However,  this  $573  million  does  not  show  up  as  additional 
spending  in  this  bill  because  of  a  technicality.     The  "baseline" 
for  FY  1981,   from  which  we  are  to  subtract  our  savings,  was 
estimated  some  time  ago,  and  includes  $780  million  for  a 
supplemental  request  that  subsequently  was  withdrawn.  Even 
though  this  money  has  remained  in  the  baseline,   it  was  not 
expected  to  be  spent.     The  Pryor  bill,   however,  has  the  effect 
of  taking  up  most  of  this  un-allocated  $780  million  and  means 
that  we  now  in  fact  will  have  to  spend  this  money. 

The  bottom  line  is  that  the  Pryor  bill  will  require 
SBA  to  spend  money  it  otherwise  would  not  have  spent.     Of  the 
$2,030  million  SBA  has  available  to  fund  disaster  loans,  all 
but  $143  million  has  been  obligated  or  will  be  needed  to 
fund  loans  for  disasters  that  have  already  been  declared. 
The  $143  million  remaining  is  a  "reserve"  for  future 
disasters  and  is  available  to  fund  obligations  under  the 
Pryor  bill.     Once  this  "reserve"  is  depleted,  additional 
appropriations  will  be  necessary.     Any  additional  appropriations, 
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for  SBA  or  any  other  agency,  will  exceed  the  binding  budget 
ceiling  for  FY  1981.     It  will  also  require  additional 
reductions  in  SBA's  direct  loan  programs  for  FY  1982  that 
would  result  in  a  68  percent  reduction  in  direct  loans  for 
FY  1982.     For  these  reasons,  we  feel  that  the  Pryor  bill  should 
not  be  approved,  nor  included,  as  p4i}t-of  the  reconciliation 
package. 


SZADE  NORTON 


ORRIN  HATCH 


S.  I 


HAYAKAWA 


BOB  PACKWOOD 


COMMITTEE  ON  VETERANS'  AFFAIRS 


Title  XIII 
LETTER  OF  TRANSMITTAL 


U.S.  Senate, 
Committee  on  Veterans'  Affairs, 

W ashington,  D.C.,  June  10, 1981. 

Hon.  Pete  V.  Domenici, 

Chairman,  Committee  on  the  Budget, 
U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  Pursuant  to  section  302(13)  of  the  House 
Concurrent  Resolution  115,  the  First  Concurrent  Resolution  on  the 
Budget  for  Fiscal  Year  1982,  and  action  of  the  Committee  at  a  June  3, 
1981,  meeting,  the  Committee  on  Veterans'  Affairs  is  submitting  to  the 
Budget  Committee  the  enclosed  resolution  and  report  recommending 
spending  reductions.  The  reconciliation  instructions  contained  in  H. 
Con.  Res.  115  require  this  Committee  to  report  changes  in  certain  laws 
within  this  Committee's  jurisdiction  sufficient  to  reduce  both  budget 
authority  and  outlays  for  veterans'  programs  bv  $14  million  in  fiscal 
year  1981,  by  $110  million  in  fiscal  year  1982,  by  $108  million  in  fiscal 
year  1983,  and  by  $106  million  in  fiscal  year  1984. 

In  order  to  meet  these  requirements,  our  Committee  by  an  11-1  vote, 
makes  the  following  recommendations : 

First,  generally  restrict  eligibility  as  of  July  1,  1981,  for  Veterans' 
Administration  burial  benefits  ($300  burial  benefit  and  $150  plot  al- 
lowance) for  veterans  who  die  from  non-service-connected  causes  as 
to  limit  eligibility  to :  ( 1 )  veterans  with  a  service-connected  disability 
rated  at  30  percent  or  more  disabling;  (2)  veterans  entitled  to  re- 
ceive VA  pension;  and  (3)  veterans  with  incomes  that  would  qualify 
them  for  pension  but  who  are  not  otherwise  eligible  (by  virtue  of  age, 
degree  of  disability,  or  duration  of  service).  These  changes,  which 
would  account  for  the  bulk  of  the  reductions  required  of  this  Com- 
mittee by  the  reconciliation  instructions,  would  reduce  spending  by  $18 
million  in  fiscal  year  1981,  $99.4  million  in  fiscal  year  1982,  $106.6  mil- 
lion in  fiscal  year  1983,  and  $155  million  in  fiscal  year  1984,  in  both 
budget  authority  and  outlays. 

Second,  restrict  outpatient  dental  care  eligibility  for  noncompensa- 
ble  service-connected  conditions  to  veterans  who  served  at  least  180 
days  (there  is  no  minimum  service  requirement  in  current  law).  In 
addition,  the  period  of  time  after  discharge  from  active  duty  in  which 
a  veteran  could  apply  for  care  would  be  shortened  from  twelve  to  six 
months,  and  eligibility  would  further  be  limited  by  excluding  those 
who,  as  certified  by  the  Secretary  of  the  service  concerned,  had  been 
examined  and  given  all  indicated  dental  care  shortly  before  discharge. 
These  changes  in  current  law  would  result  in  spending  reductions  in 
both  budget  authority  and  outlays,  of  $12.9  million  in  fiscal  year  1982, 
$13,8  million  in  fiscal  year  1983,  and  $14.8  million  in  fiscal  year  1984. 
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Third,  terminate,  effective  October  1, 1982,  all  but  two  aspects  of  the 
Veterans'  Administration  education  loan  program.  This  change  would 
reduce  outlays  by  $6  million  in  fiscal  year  1988  and  $5  million  in  fiscal 
year  1984. 

Fourth,  clarify  the  Veterans'  Administration's  authority  to  recover 
the  cost  of  non-service-connected  health  care  in  certain  situations  in 
which  the  veteran  would  be  eligible  to  have  the  health-care  costs  paid 
by  a  workers'  compensation  carrier,  an  automobile  no-fault  insurer,  or 
a  State  that  pays  health-care  costs  for  victims  of  crimes.  These  changes 
would  result  in  savings,  in  both  budget  authority  and  outlays,  of  less 
than  $500,000  in  fiscal  year  1982,  of  $500,000  in  fiscal  year  1983,  and  of 
$1  million  in  fiscal  year  1984. 

Mr.  Chairman,  we  are  pleased  that  the  conference  committee, 
in  considering  H.  Con.  Res.  115,  reduced  the  amounts  in  the  Senate- 
passed  version  of  the  reconciliation  instructions  to  our  Committee  for 
each  of  fiscal  years  1982  through  1984  by  amounts  ranging  from  ap- 
proximately $300  million  to  $540  million.  Your  decision  to  agree  to 
the  lower  amounts  avoided  the  necessity  of  our  Committee  considering 
deeper  cuts  and  cuts  in  higher  priority  areas.  We  greatly  appreciate 
your  cooperation  in  this  respect. 
Cordially, 

Alan  K.  Simpson, 

Chairman. 
Alan  Cranston, 
Ranking  Minority  Member. 

Enclosures. 


MANDATOEY  RECOMMENDATIONS  TO  ACCOMPLISH 
REDUCTIONS  IN  FISCAL  YEAR  1982  SPENDING  FOR 
VETERANS'  PROGRAMS 

The  Committee  on  Veterans'  Affairs,  having  been  instructed  by  the 
Congress  in  section  302(13)  of  House  Concurrent  Resolution  115,  the 
First  Concurrent  Resolution  on  the  Budget  for  Fiscal  Year  1982,  to 
submit,  not  later  than  June  12,  1981,  to  the  Committee  on  the  Budget 
recommendations  for  changes  in  laws  within  the  jurisdiction  of  the 
Committee  on  Veterans'  Affairs  which  provide  spending  authority 
described  in  section  401(c)  (2)  (C)  of  the  Congressional  Budget  Act 
of  1974  or  equivalent  savings  legislation  in  order  to  reduce  budget 
authority  by  $14,000,000  and  outlays  by  $14,000,000  in  fiscal  year 
1981;  to  reduce  budget  authority  by  $110,000,000  and  outlays  by 
$110,000,000  in  fiscal  year  1982;  to  reduce  budget  authority  by 
$108,000,000  and  outlays  by  $108,000,000  in  fiscal  year  1983 ;  and  to 
reduce  budget  authority  by  $106,000,000  and  outlays  by  $106,000,000 
in  fiscal  year  1984,  after  due  consideration  reports  a  Committee  resolu- 
tion containing  such  recommendations  and  recommends  that  the  pro- 
visions of  such  resolution  do  pass. 

Introduction 

The  Committee  resolution  makes  legislative  recommendations  for 
reductions  in  spending  for  veterans'  benefits  and  services  in  fiscal 
years  1981-84  as  required  by  section  302(13)  of  H.  Con.  Res.  115,  the 
First  Concurrent  Resolution  on  the  Budget  for  Fiscal  Year  1982, 
which  was  agreed  to  by  the  Congress  on  May  21,  1981.  Under  section 
304  of  H.  Con.  Res.  115,  the  Committee's  recommendations  are  re- 
quired to  be  submitted  to  the  Budget  Committee  no  later  than 
June  12, 1981. 

In  order  to  prepare  for  the  reconciliation  process  this  year,  this 
Committee  held  a  hearing  on  May  6, 1981,  for  the  purpose  of  receiving- 
testimony  on  fourteen  bills  designed  to  reduce  costs  within  the  Vet- 
erans' Administration.  Four  of  these  measures  have  been  retained  and 
incorporated,  with  some  changes,  in  sections  1  through  4  of  the  pres- 
ent Committee  resolution.  The  measures  so  incorporated  deal  with 
non-service-connected  burial  benefits,  outpatient  dental  benefits,  edu- 
cation loans,  and  reimbursement  for  health  care  costs  incurred  by  the 
Veterans'  Administration  under  certain  limited  circumstances,  all  of 
which  will  be  discussed  more  fully  below.  On  June  3,  1981,  this 
Committee  met  in  open  markup  session  and  voted,  11-1,  to  report  the 
resolution  favorably. 

Discussion 

section  1301  i  limitations  on  non-ser  vice-connected  burial 

benefits 

This  section  would  generally  limit  eligibility  for  burial  benefits  and 
plot  allowances  to  three  categories  of  veterans:  (1)  Those  who  are 
eligible  to  receive  compensation  for  a  disability  rated  at  30  percent 
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or  more;  (2)  those  receiving  pension  from  the  VA;  and  (3)  those 
who,  solely  on  the  basis  of  income  level  and  wartime  service,  would 
be  eligible  to  receive  such  pension,  without  regard  to  other  pension 
requirements  pertaining  to  age,  disability  or  duration  of  service,  as 
set  forth  in  section  521  of  title  38. 

One  exception  to  these  limitations  would  be  made  when  a  veteran 
not  meeting  the  new  limitations  is  buried  in  a  State  Veterans'  ceme- 
tery. In  such  cases,  the  $150  plot  allowance  that  is  payable  to  the  State 
under  the  present  language  of  section  903  will  continue  to  be  paid. 
This  exception  is  intended  to  support  and  encourage  the  development 
and  maintenance  of  State  Veterans'  cemeteries.  In  addition,  no  change 
will  be  made  in  the  VA's  current  authority,  contained  in  section 
903(a),  to  pay  or  contract,  within  a  $300  limitation,  for  burial  of  a 
veteran  who  dies  in  a  VA  health-care  facility. 

The  predecessor  of  this  section,  S.  1062,  as  considered  at  this  Com- 
mittee's May  6  cost-savings  hearings;  was  different  in  that  it  imposed 
a  straight  "needs  test'5  on  burial  benefits;  that  is,  it  would  have  lim- 
ited burial  benefits  to  veterans  with  adjusted  gross  incomes  greater 
than  $20,000  per  year  or  net  estates  greater  than  $200,000.  Similar 
measures,  containing  the  income,  but  not  the  estate  limitation,  have 
been  endorsed  by  the  House  Veterans'  Affairs  Committee. 

The  problem  with  these  straight  "needs  test"  measures,  as  was  em- 
phasized in  testimony  at  this  Committee's  May  6  hearing,  is  the  con- 
siderable difficulty  of  administering  them.  For  example,  as  represent- 
atives of  the  VA  pointed  out,  "adjusted  gross  income"  and  "net  estate" 
are  tax  terms,  difficult  enough  for  the  Internal  Revenue  Service  to 
administer,  but  entirely  beyond  the  capacity  of  present  VA  admin- 
istrative machinery. 

In  light  of  such  difficulties,  the  VA  recommended,  and  this  Com- 
mittee formulated  and  endorsed,  a  test  based  on  eligibility  to  receive 
either  pension  or  compensation  from  the  VA.  Such  a  test  has  the  ad- 
vantage of  being  not  only  easier  to  administer,  i.e.,  through  existing 
VA  compensation  and  pension  rolls,  but  also  of  yielding  a  far  greater 
amount  of  cost  savings.  Whereas  the  original  form  of  S.  1062  would, 
according  to  the  Congressional  Budget  Office,  have  resulted  in  $41.7 
million  in  savings  in  fiscal  year  1982,  the  revised  measure  is  estimated 
to  save  more  than  twice  that  amount,  or  $99.4  million,  during  the  same 
period. 

Regardless  of  the  type  of  test  that  is  used,  the  underlying  appro- 
priateness of  imposing  some  form  of  limitation  on  non-service-con- 
nected burial  benefits  remains  constant.  The  burial  benefits  program 
was  born  long  ago  out  of  a  desire  to  avoid  the  burial  of  war  veterans 
in  "potter's  field".  The  non-service-connected  burial  benefits  program 
(note  that  burial  benefits  for  service-connected  deaths  under  section 
907  are  not  at  issue  here)  has  grown  to  a  level  of  $145  million  in  fiscal 
year  1979,  and  will  tend  to  increase  as  death  rates  among  World  War 
II  veterans  begin  to  climb.  By  generally  restricting  eligibility  to  vet- 
erans who  have  service-connected  disabilities  rated  at  30  percent  or 
more  and  to  low-income  veterans,  this  measure  tends  to  a  certain  ex- 
tent to  restore  the  original  purpose  behind  this  program,  while  recog- 
nizing at  the  same  time  the  need  to  direct  the  limited  available  funds 
to  the  most  needy  and  to  assist  in  achieving  fiscal  responsibility  in  the 
national  interest. 
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SECTION   1302  1  LIMITATIONS  ON  CLASS  II  OUTPATIENT  DENTAL 

BENEFITS 

This  section  imposes  certain  limitations  on  the  VA's  authority  to 
provide  class  II  dental  benefits.  This  category  of  benefits,  as  set  forth 
in  38  C.F.R.  17.123(6)  includes  outpatient  dental  services  and  treat- 
ment, and  related  dental  appliances,  for  conditions  which  are  service 
connected  but  not  compensable  in  degree. 

This  section  is  similar  to  a  provision  contained  in  a  bill,  S.  1039,  that 
was  favorably  reported  by  this  Committee  in  1979.  That  measure,  like 
the  present  one,  was  derived  from  an  administration  proposal  to  elimi- 
nate class  II  dental  benefits  altogether  (the  predecessor  of  S.  1039  was 
S.  741,  and  the  predecessor  of  the  present  measure,  section  2  of  the 
Committee  resolution,  was  S.  916,  which  was  the  subject  of  testimony 
at  this  Committee's  May  6,  1981  hearing) .  S.  1039  passed  the  Senate 
but  not  the  House. 

Under  the  present  language  of  section  612(b),  veterans  may  receive 
outpatient  dental  care  for  a  service-connected  dental  condition  or  dis- 
ability only  if  the  condition  or  disability  is  (1)  compensable  in  de- 
gree; (2)  noncompensable  but  shown  to  have  been  in  existence  at  the 
time  of  discharge  or  release  from  active  military  service  and  applica- 
cation  for  treatment  is  made  within  1  year  of  discharge  or  release  or 
correction  of  disqualifying  discharge  or  release,  whichever  is  later; 

(3)  due  to  combat  wounds  or  other  service  traumas;  or  (4)  a  condi- 
tion or  disability  of  a  former  prisoner  of  war. 

Thus,  those  veterans  with  "service-connected  noncompensable" 
(zero-rated)  dental  conditions,  which  are  unrelated  to  service  trauma 
or  prisoner  of  war  status,  are  eligible  for  VA  outpatient  dental  treat- 
ment for  those  conditions  if  application  to  the  VA  is  made  within  1 
year  after  discharge  or  the  upgrading  of  a  disqualifying  discharge.  In 
fact,  these  conditions  are  often,  as  a  practical  matter,  classifiable  as 
"service-connected"  at  some  point  in  the  veterans'  first  12  months  after 
discharge. 

Section  1302  of  the  Committee  resolution  would  authorize  the  fur- 
nishing of  dental  services,  treatment,  and  related  dental  appliances 
to  a  class  II  beneficiary  only  if  such  veteran  had  served  on  active  duty 
for  at  least  180  days  (which  conforms  to  other  provisions  of  title  38 
setting  forth  length  of  sendee  criteria:  for  example,  section  612(b) 
(7)  (6  months  for  outpatient  dental  benefits  for  former  prisoners  of 
war),  section  1652  (180  days  for  GI  Bill  benefits),  and  section  2011 

(4)  (180  days  for  certain  employment  rights)),  and,  in  the  case  of 
such  a  veteran  who  is  discharged  or  released  from  active  duty  on  or 
after  the  date  of  enactment  of  the  Committee  bill,  makes  application 
for  treatment  within  6  months  after  after  discharge  and  the  Depart- 
ment of  Defense  has  not  certified,  on  the  veteran's  certificate  for  re- 
lease or  discharge  (DOD  form  214),  that  the  veteran  was  provided, 
during  the  90  days  immediately  prior  to  such  veteran's  discharge,  a 
complete  dental  examination,  including  X-rays,  and  all  appropriate 
dental  services  and  treatment  indicated  by  such  examination. 

This  Committee  believes  that  it  is  appropriate  to  impose  limitations 
on  class  II  dental  benefits,  inasmuch  as  present  law  has  created  a  situ- 
ation in  which  the  VA  is  providing  a  significant  amount  of  dental 
services  and  treatment  that  should  more  appropriately  be  provided 
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by  the  Department  of  Defense.  DOD  is  presently  authorized,  under 
chapter  55  of  title  10,  United  States  Code,  to  provide  dental  care  to 
active  duty  personnel.  Often,  however,  because  either  the  service  mem- 
ber or  the  dentist  is  confident  that  the  necessary  work  will  be  done 
by  the  VA  up  to  one  year  after  discharge,  dental  work  is  often  post- 
poned, even  though  the  consequent  delay  might  exacerbate  the  con- 
dition and  increase  the  cost  of  VA  treatment. 

To  simply  eliminate  class  II  dental  benefits  in  their  entirety  would 
not,  as  became  clear  through  testimony  at  the  May  6  hearing,  be  ap- 
propriate where  the  failure  to  treat  during  active  service  is  due  to 
conditions  beyond  the  individual  service  member's  control.  The  revi- 
sions to  that  proposal  are  designed  to  protect  the  individual  concerned 
in  such  cases. 

In  addition,  the  revision  imposing  a  180-day  minimum  service 
period  should  help  to  insure  that  the  dental  conditions  to  be  treated 
by  the  VA  actually  originated  during  active  service.  The  absence 
under  present  law  of  any  minimum  service  requirement,  when  viewed 
together  with  the  fact  that  most  of  the  dental  work  performed  under 
the  authority  of  section  612(b)  (2)  consists  of  filling  cavities,  raises 
the  significant  likelihood,  especially  where  the  duration  of  active  serv- 
ice is  short,  that  the  conditions  treated  may  have  originated  prior  to 
active  service  and  merely  been  incipient  at  the  time  of  the  individual's 
initial  dental  examination  upon  entry  into  active  service.  This  Com- 
mittee believes  that  treatment  of  such  conditions  is  not,  and  was  never 
intended  to  be,  under  any  reasonable  construction  of  section  612  (b)  (2) , 
the  duty  of  the  VA. 

SECTION   1303  1  LIMITATIONS  ON  THE  EDUCATION  LOAN  PROGRAM 

This  section  is  a  revision  of  S.  1065  as  considered  at  this  Commit- 
tee's May  6  hearing.  Some  changes  have  been  made  in  the  legislative 
language  of  S.  1065,  but  the  effect  of  the  provision,  the  termination  of 
education  loans,  remains  substantially  the  same.  One  change  is  that 
the  termination  will  not  take  effect  until  September  30,  1982.  In  ad- 
dition, the  loan  program  will  still  be  available  for  use  by  certain 
Vietnam-era  veterans  continuing  their  full-time  training  in  the  first 
two  years  after  the  expiration  of  their  GI  Bill  delimiting  period,  and 
for  flight  training  purposes. 

With  respect  to  these  exceptions  to  the  loan  program  termination, 
the  Committee  notes  that,  in  the  case  of  loan  eligibility  for  a  veteran 
continuing  full-time  study  during  the  first  two  years  after  his  or  her 
10-year  GI  Bill  delimiting  period  has  expired  (a  very  narrow  excep- 
tion) ,  the  loan  program  is  not  an  adjunct  to  a  program  of  monthly 
allowances,  as  is  the  case  before  the  delimiting  period  expires ;  rather, 
the  loan  itself  is  the  entire  VA  benefit  for  which  the  veteran  is  eligible. 
In  the  case  of  the  exception  for  flight  training,  the  Committee  notes 
that  loan  eligibility  was  extended  last  year,  in  section  603  of  Public 
Law  96^66,  to  veterans  using  their  GI  Bill  entitlement  for  such  train- 
ing, and  that  the  same  section  reduced  from  90  to  60  percent  the  maxi- 
mum share  of  the  cost  of  a  flight  training  course  that  the  VA  will  pay ; 
loan  eligibility  is  thus  an  integral  part  of  last  year's  House-Senate 
compromise  on  the  continuation  of  flight  training  benefits. 
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The  education  loan  program  is  separate  and  distinct  from  GI  Bill 
education  allowances,  which  will  remain  unaffected.  The  reason  that 
the  loan  program  has  been  singled  out  for  elimination  is  the  very  high 
default  rate  for  the  program.  According  to  VA  testimony  on  May  6, 
about  34,000  out  of  50,000  outstanding  and  due  loans  are  presently  in 
default,  i.e.  about  67.1  percent,  in  terms  of  the  number  of  loans  made. 
In  dollar  figures,  this  represents  a  total  uncollected  debt  of  $32.6  mil- 
lion, a  figure  that  should  be  viewed  in  terms  of  the  relative  newness  of 
the  program  (it  began  on  January  1,  1975),  and  its  relative  smallness 
(fiscal  year  1981  outlays  are  estimated  to  be  $6  million). 

Last  year,  the  VA's  debt  collection  capabilities  were  strengthened 
through  provisions  in  Public  Law  94—466,  the  Veterans'  Rehabilita- 
tion and  Education  Amendments  of  1980,  and  several  additional  debt 
collection  measures  have  been  introduced  in  the  present  session  of  Con- 
gress. This  Committee  believes  that  through  such  measures,  steps  can 
be  taken  to  cure  past  defaults,  just  as  the  elimination  of  the  education 
loan  program  will  prevent  future  ones.  At  the  same  time,  however,  the 
Committee  recognizes  that  the  debt  collection  provisions  of  Public  Law 
96-466  have  not  yet  been  fully  implemented  nor  their  effectiveness  fully 
realized.  The  September  30,  1982  effective  date  for  this  section  of  the 
Committee  resolution  is  designed  to  afford  the  Committee  an  oppor- 
tunity to  appraise,  upon  a  more  complete  record,  the  effectiveness  of 
such  debt  collection  provisions  as  a  means  of  reducing  the  default  rate 
under  the  VA  education  loan  program.  Thus,  enactment  of  this  pro- 
vision would  serve  to  provide  notice  of  the  seriousness  of  the  Com- 
mittee's and  the  Congress'  intentions  with  respect  to  the  possible 
general  termination  of  the  loan  program  while  affording  an  oppor- 
tunity to  reconsider  such  termination  before  the  proposed  effective 
date  of  October  1, 1982. 

SECTION  13  04:  THIRD-PARTY  REIMBURSEMENT 

This  section  was  considered  in  its  present  form  at  this  Committee's 
May  6  cost-savings  hearing.  It  was  originally  contained  in  section  2 
of  S.^  636,  a  bill  encompassing  third-party  reimbursement,  as  well  as 
certain  other  unrelated  provisions. 

The  Senate  passed  substantively  identical  health-care  cost  recovery 
provisions  on  three  separate  occasions  last  year — in  H.R.  7102  on 
June  5, 1980,  in  S.  1188  on  September  7, 1980,  and  in  H.R.  4015  on  Sep- 
tember 26,  1980 — but  the  House  would  not  accept  them.  However,  on 
June  2  of  this  year,  the  House  passed  a  similar  provision  in  H.R.  3499. 

S.  636  was  not  the  only  third-party  reimbursement  measure  con- 
sidered at  this  Committee's  May  6  hearing.  The  other  bill,  S.  1058,  was 
patterned  after  a  bill  introduced  in  the  96th  Congress,  S.  759,  which 
had  been  the  subject  of  extensive  testimony  before  this  Committee  in 
September  of  1979.  S.  759  was,  in  turn,  derived  from  bills  that  have 
been  proposed  by  the  administration  for  a  number  of  years,  dating 
back  to  the  91st  Congress,  when  a  similar  bill  was  first  proposed  w 
February  of  1970. 

The  present  measure  provides  that  the  VA  may  be  reimbursed,  only 
where  the  treatment  is  for  a  non-service-connected  disability,  and  is 
otherwise  covered  under  a  workers'  compensation  law,  or  under  any 
State  law  concerning  automobile  accident  reparations  insurance  or 
reparations  for  the  victim  of  a  crime  of  personal  violence. 
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Although  the  estimated  savings  associated  with  this  measure  are 
relatively  small,  the  Committee  believes  that  the  reimbursement  provi- 
sions contained  therein  are  timely  and  appropriate. 

Cost  Estimate 

On  June  3,  1981,  the  Congressional  Budget  Office  provided  the 
Committee  with  a  cost  estimate  of  the  Committee  resolution.  On  the 
basis  of  this  estimate,  the  Committee  has  determined  that  its  recom- 
mendations would  achieve  total  reductions  in  fiscal  year  1981  of  $18 
million  in  budget  authority  and  outlays,  in  fiscal  year  1982  of  $112.3 
million  in  budget  authority  and  outlays,  in  fiscal  year  1983  of  $120.9 
million  in  budget  authority  and  $126.9  million  in  outlays,  and  in  fiscal 
year  1984  of  $130.8  million  in  budget  authority  and  $135.8  million  in 
outlays.  The  estimate  is  as  follows : 

CONGRESSIONAL  BUDGET  OFFICE  COST  ESTIMATE  JUNE   3,  19S1 

1.  Bill  title :  Provisions  Reducing  Spending  in  Programs  Within  the 
Jurisdiction  of  the  Senate  Committee  on  Veterans'  Affairs. 

2.  Bill  status :  As  ordered  transmitted  to  the  Senate  Committee  on 
the  Budget  by  the  Senate  Committee  on  Veterans'  Affairs,  June  3, 
1981. 

3.  Bill  purpose :  To  bring  the  expenditures  authorized  by  the  Senate 
Committee  on  Veterans'  Affairs  within  the  Reconciliation  target  for 
that  Committee  as  established  by  the  Congress. 

4.  Cost  estimate : 


[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Budget  authority  

  -18.0 

-99.4 

-106.6 

-115.0 

-124.0 

-133.8 

Authorization  level   

  0. 0 

-12.9 

-14.3 

-15.8 

-17.4 

-18.8 

Estimated  outlays   

   18.0 

-112.3 

-126.9 

-135.8 

-145.4 

-155.6 

The  savings  resulting  from  this  bill  fall  within  budget  function 
700. 

5.  Basis  for  estimate : 

Section  1301 :  This  section  would  restrict  eligibility  for  non-service- 
connected  burial  benefits  to  veterans  who,  at  the  time  of  death,  have 
service-connected  disabilities  rated  at  30  percent  or  higher,  are  receiv- 
ing pension  benefits,  or  have  incomes  qualifying  for  pension  benefits, 
but  who  are  otherwise  ineligible  because  of  age,  degree  of  disability 
or  time  in  service. 

This  provision  would  be  effective  with  respect  to  deaths  occurring 
after  June  30, 1981. 


[By  fiscal  years,  in  millions  of  dollars] 


1981 

1982 

1983 

1984 

1985 

1986 

Required  budget  authority  

  -18.0 

-99.4 

-106.6 

-115.0 

-124.0 

-133.8 

Estimated  outlays.   _ 

  -18.0 

-99.4 

-106.6 

-115.0 

-124.0 

-133.8 
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The  number  of  veterans  receiving  compensation  or  pensions  who 
would  be  expected  to  die  in  each  year  was  projected  based  on  the  his- 
torical trends  of  death  terminations  in  these  two  programs.  Since  44 
percent  of  all  compensation  recipients  have  combined  degrees  of  dis- 
ability of  30  percent  or  more,  it  was  assumed  that  the  same  percent- 
age of  compensation  death  terminations  would  come  from  these  rat- 
ing levels.  It  was  further  assumed  that  25  percent  of  these  deaths 
would  result  from  service-connected  causes,  thus,  qualifying  the  vet- 
erans' survivors  to  service-connected  burial  benefits  under  section 
907  (title  38,  U.S.C.).  The  projected  number  of  pension  death  termi- 
nations was  increased  by  15  percent  to  account  for  veterans  with 
qualifying  incomes  but  who  are  otherwise  ineligible  for  pension. 

The  total  number  of  veteran  deaths  that  would  remain  eligible 
for  burial  benefits  under  this  provision  was  multiplied  by  $450  ($300 
burial  allowance,  $150  plot  allowance)  to  obtain  the  estimated  new 
cost  of  non-service-connected  burial  benefits.  From  this  was  sub- 
tracted the  estimated  costs  under  current  law  to  obtain  the  estimate 
of  savings. 

Section  1302:  This  section  would  restrict  class  II  dental  benefits 
(treatment  within  one  year  of  discharge  for  service-connected,  non- 
compensable  dental  conditions  unrelated  to  service-trauma  or  pri- 
soner of  war  status)  to  veterans  with  a  minimum  of  180  days  of  mili- 
tary service.  In  addition,  application  for  such  treatment  would  have 
to  be  made  within  six  months  of  discharge  from  service.  Section 
1302  further  specifies  that,  if  the  individual  receives  from  the  military 
service  a  dental  exam  and  all  needed  treatment  during  the  90  days 
immediately  prior  to  discharge,  this  fact  would  be  noted  on  the  vet- 
eran's discharge  certificate  and  the  veteran  would  be  ineligible  for 
class  II  treatment  from  VA. 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Estimated  authorization  level   

  -12.9 

-13.8 

-14.8 

-15.7 

-16.5 

Estimated  outlays.  

  -12.9 

-13.8 

-14.8 

-15.7 

-16.5 

The  number  of  current  law  class  II  dental  care  cases  was  projected 
from  historical  experience  for  both  cases  treated  by  VA  staff  dentists 
and  those  treated  by  private  dentists  on  a  f ee-f or-service  basis.  Accord- 
ing to  a  Department  of  Defense  cohort  of  1976  enlistees,  approxi- 
mately 12  percent  of  enlistees  serve  less  than  six  months.  The  projected 
number  of  cases  was,  therefore,  reduced  by  12  percent  to  account  for 
the  proposed  minimum  service  requirement.  The  projected  cases  were 
further  reduced  by  15  percent  to  reflect  the  impact  of  limiting  the 
availability  of  class  II  dental  care  to  six  months  from  the  date  of  dis- 
charge. It  was  not  expected  that  the  certification  of  treatment  in  the 
last  90  days  of  service  would  significantly  affect  the  number  of  cases 
applying  to  VA  for  class  II  treatment. 

An  average  cost  per  case  for  VA  staff  treatment  in  fiscal  year  1980 
of  $567  was  calculated  by  dividing  the  nonfixed  costs  of  the  VA  dental 
program  by  the  total  number  of  cases  treated.  An  actual  average  fee- 
basis  cost  for  fiscal  year  1980  of  $512  was  obtained  from  the  VA 
budget.  These  costs  were  inflated  in  the  out-years  by  CBO's  forecast 
of  increases  in  the  cost  of  medical  services. 
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Section  1303:  This  section  would  terminate  the  authority  of  the  VA 
to  make  education  loans  after  September  30, 1982,  to  veterans  and  other 
eligible  persons  training  under  chapter  32,  34  or  35  (title  38,  U.S.C.). 


[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Estimated  budget  authority   _   

Estimated  outlays...     

  0. 0 

  0. 0 

0.0 
-6.0 

0.0 
-5.0 

0.0 
-4.0 

0.0 
-3.0 

The  estimated  reduction  in  outlays  above  represents  the  outlays 
anticipated  for  new  loans  under  current  law,  net  of  the  repayments 
that  would  be  collected  from  these  loans. 

/Section  130 %:  This  section  would  clarify  the  authority  of  the  VA  to 
recover  the  cost  of  health  care  services  provided  to  veterans  in  certain 
circumstances.  Recovery  right  would  be  provided  for  the  reasonable 
cost  of  non-service-connected  care  where  such  costs  would  be  reim- 
bursable for  a  private  or  community  medical  facility  under  workers' 
compensation,  auto  no-fault  insurance,  or  victims-of-crime  repara- 
tions laws. 

[By  fiscal  years,  in  millions  of  dollars] 


1982 

1983 

1984 

1985 

1986 

Estimated  authorization  level...  ... 

Estimated  outlays    

  -<*) 

  -(*) 

-0.5 
-0.5 

-1.0 
-1.0 

-1.7 
-1.7 

-2.3 
-2.3 

♦Less  than  $500,000. 

It  is  extremely  difficult  to  estimate  with  any  precision  the  impact 
that  this  provision  would  have  on  VA  recoveries,  because  the  effects  of 
the  legislation  would  be  different  in  each  of  the  50  States.  State  laws 
relating  to  workers'  compensation,  auto  no-fault  insurance,  and  vic- 
tims-of-crime compensation  vary  widely  in  language  and  application. 
The  interpretation  of  the  amendment  would  be  expected  to  differ 
among  the  States  as  well.  The  estimate  above  is,  therefore,  very  rough. 
It  assumes  that  under  current  law  medical  care  recoveries  will  increase 
by  approximately  5  percent  a  year  based  on  historical  trends.  It  is 
further  assumed  that  this  provision  would  raise  recoveries  by  approxi- 
mately 2  percent  in  the  first  year,  increasing  to  about  20  percent  in  fiscal 
year  1986.  These  recoveries  would  be  reflected  in  the  budget  as  reim- 
bursements to  the  Medical  Care  appropriation. 

A  provision  substantively  identical  to  section  1304  was  contained  in 
H.R.  3499  (section  7),  as  ordered  reported  by  the  House  Committee 
on  Veterans'  Affairs,  May  12, 1981.  The  CBO  estimate  of  that  provision 
was  the  same  as  shown  above. 

6.  Estimate  comparison :  None. 

7.  Previous  CBO  estimate:  Where  applicable,  previous  CBO  esti- 
mates are  discussed  by  section  under  "Basis  for  Estimate". 

8.  Estimate  prepared  by :  K.  W.  Shepherd,  E.  A.  Peden. 

9.  Estimate  approved  by : 

C.  G.  Nuckols, 
(For  James  L.  Blum, 
Assistant  Director  for  Budget  Analysis). 
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Section-By-Section  Analysis  of  Committee  Resolution 

section  3  301  limitations  on  non-service-connected  burial 

benefits 

Section  1301 

Would  amend  provisions  of  chapter  23  of  title  38  pertaining  to 
funeral  expenses  and  plot  allowances  in  cases  of  non-service-connected 
death  to  restrict  the  eligibility  requirements  for  such  burial  benefits. 
The  amount  of  the  benefits  would  remain  unchanged  ( funeral  expenses 
not  to  exceed  $300,  and  plot  allowance  not  to  exceed  $150). 

Subsection  (a)  of  Section  1301  would  amend  section  902  (a) ,  relating 
to  funeral  expenses. 

Clause  (1)  of  subsection  (a)  of  section  1301  would  delete  the  present 
eligibility  requirements  for  payment  of  funeral  expenses  contained 
in  section  902(a)  (1)  and  (2).  These  requirements  currently  extend 
eligibility  for  non-service-connected  funeral  expenses  to  veterans  of 
any  war,  veterans  discharged  from  active  service  for  a  service-related 
disability,  and  veterans  entitled  to  receive  disability  compensation.  In 
place  of  these  requirements,  clause  (1)  would  require  that  the  deceased 
veteran  was  entitled  to  receive  either  compensation  for  a  disability 
of  30  percent  or  more  or  pension,  or  met  the  applicable  income  and 
wartime  service  eligibility  requirements  for  pension. 

Clause  (2)  of  subsection  (a)  of  section  1301  adds  a  new  section  902 

(a)  (2)(A),  which  provides  that  entitlement  to  compensation  shall 
be  deemed  to  include  instances  where  the  deceased  veteran  had  filed 
a  claim  for  compensation,  which  claim  had  not  been  acted  upon  at 
the  time  of  the  veteran's  death,  but  would  nevertheless,  based  on  the 
evidence  in  the  claim  file,  have  resulted  in  a  30  percent-or-greater  dis- 
ability rating.  Clause  (2)  also  adds  a  new  section  902(a)(2)(B), 
which  provides  that  a  deceased  veteran  shall  be  considered  to  have  met 
applicable  income  and  wartime  service  requirements,  for  purposes  of 
this  section,  if  he  or  she  would  have  been  eligible  for  pension  under  pre- 
sent section  521  of  title  38  during  the  12-month  preceding  his  or  her 
death  except  for  the  fact  that  he  or  she  did  not  meet  the  other  pension 
eligibility  requirements  set  forth  in  section  521,  concerning  disability, 
age,  or  duration  of  service.  Thus,  a  veteran  who  satisfies  the  current- 
law  eligibility  requirements  contained  in  both  present  section  902(a) 
(2)  fA),  for  burial  benefits,  and  in  present  section  521  (j)  for  pension, 
to  the  effect  that  at  least  part  of  his  or  her  service  occurred  during  a 
period  of  war,  would  meet  the  wartime  service  eligibility  requirement 
under  new  section  902  (a)(1). 

Subsection  (b)  of  section  1301  would  rephrase  existing  section  903 

(b)  to  extend  the  eligibility  limitations  imposed  on  funeral  expenses 
under  section  902,  as  amended,  to  plot  allowances,  with  the  exception 
that,  with  respect  to  a  veteran  who  is  buried  in  a  State  veterans'  ceme- 
tery, the  plot  allowance  shall  be  paid  on  the  basis  of  the  eligibility 
requirements  contained  in  existing  section  902(a)  (1)  and  (2),  as 
set  forth  above,  rather  than  on  the  basis  of  the  more  restrictive  pen- 
sion-or-compensation  standard  contained  in  section  902(a)  as  herein 
amended. 

Subsection  (c)  of  section  1301  would  provide  that  the  amendments 
made  by  this  section  would  become  effective  with  respect  to  deaths 
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occurring  after  June  30,  1981.  This  effective  date  will  result  in  spend- 
ing reductions  during  the  final  quarter  of  fiscal  year  1981,  according 
to  CBO  estimates,  of  $18  million,  in  addition  to  subsequent  reductions, 
in  both  budget  authority  and  outlays,  of  $99.4  million  in  fiscal  year 
1982,  $106.6  million  in  fiscal  year  1983,  and  $115  million  in  fiscal  year 
1984. 

SECTION  130  2  LIMITATIONS  ON  CLASS  II  OUTPATIENT  DENTAL  BENEFITS 

Section  1302 

Would  amend  subsection  (b)  of  present  section  612  of  title  38,  which 
limits  the  provision  of  outpatient  dental  services,  treatment,  and  re- 
lated appliances  otherwise  authorized  for  veterans  eligible  for  out- 
patient "medical  services"  (a  term  defined  in  present  section  601(b) 
to  include  dental  services  and  appliances)  to  only  those  circumstances 
described  in  such  subsection  (b).  This  section  would  achieve  cost 
savings,  in  both  budget  autnority  and  outlays,  of  $12.9  million  in  fiscal 
year  1982,  $13.8  million  in  fiscal  year  1983,  and  $14.8  million  in  fiscal 
year  1984. 

Clauses  (1)  and  (2)  of  subsection  (a)  of  section  1302  would  amend 
present  section  612(b)  (2)  of  title  38,  relating  to  eligibility  for  outpa- 
tient dental  care  for  veterans  with  service-connected,  noncompensable 
dental  conditions  or  disabilities,  to  provide  that  a  veteran  with  a 
service-connected,  noncompensable  dental  condition,  in  order  to  be 
eligible  for  such  outpatient  dental  benefits,  must  have  served  on  active 
duty  for  at  least  180  days  and  must  make  application  for  dental  treat- 
ment within  6  months  after  discharge  or  release  from  active  duty. 
Under  current  law.  there  is  no  minimum  period  of  service  required 
and  eligible  veterans  may  apply  at  any  time  within  1  year  after  dis- 
charge or  release. 

Clause  (3)  of  subsection  (a)  of  section  1302  would  further  amend 
present  section  612  (b)  (2)  of  title  38  by  adding  a  new  subclause  (C)  to 
provide  that  a  veteran  with  with  a  service-connected  noncompensable 
dental  condition  would  be  eligible  for  outpatient  dental  treatment 
only  if  the  Department  of  Defense  has  not  certified,  in  writing,  that 
the  veteran  was  provided,  during  the  90  days  immediately  prior  to 
such  veteran's  discharge,  a  complete  dental  examination  (including 
X-rays)  and  all  appropriate  dental  services  and  treatment  indicated 
by  that  examination.  There  is  no  comparable  provision  in  current  law. 

Paragraph  (1)  of  subsection  (b)  of  section  1302  would  provide  that 
the  amendments  made  by  this  section  would  become  effective  on  Octo- 
ber 1, 1981. 

Paragraph  (2)  of  subsection  (b)  of  section  1302  would  further  affect 
the  effective  date  of  this  section  by  providing  that  the  amendment  made 
by  paragraph  (2)  of  subsection  (a)  of  this  section,  requiring  class  II 
dental  beneficiaries  to  apply  for  such  benefits  within  six  months  of  dis- 
charge from  active  service,  would  not  apply  to  veterans  discharged 
during  the  twelve  months  preceding  enactment  of  this  section.  Such 
veterans  would  be  subject  to  the  one-year  limitation  period  presently  in 
effect. 
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SECTION  130  3  LIMITATIONS  ON  THE  EDUCATION  LOAN  PROGRAM 

Section  1303 

Would  amend  section  1798  of  title  38  to  eliminate  the  VA  education 
loan  program  currently  available  to  persons  participating  in  training 
under  chapters  32,  34  and  35  of  title  38  with  two  exceptions :  It  would 
remain  available  to  veterans  availing  themselves  of  the  continuing  en- 
titlement provisions  of  section  1662(2)  of  title  38  (which  provides 
that  any  veteran  may  use  any  portion  of  his  or  her  entitlement  for  an 
education  loan  that  remains  unused  after  the  veteran's  delimiting  date 
has  passed,  which  under  section  1661  is  normally  10  years  after  dis- 
charge from  active  duty,  until  (1)  the  entitlement  is  exhausted,  (2) 
two  years  have  elapsed  since  the  expiration  of  the  veteran's  delimiting 
date,  or  (3)  the  veteran  has  completed  his  course  of  study;  as  long  as 
such  veteran  was  pursuing  an  approved  program  of  education  on  a 
full-time  basis  at  the  time  of  the  expiration  of  his  delimiting  date). 
The  other  exception  applies  to  education  loans  to  veterans  pursuing 
flight  training  under  section  1677  of  title  38.  This  section  would  achieve 
savings  in  outlays  of  $6  million  for  fiscal  year  1983,  and  $1  million  in 
fiscal  year  1984. 

SECTION  13  04  HEALTH-CARE  COST  RECOVERY  PROVISIONS 

Section  1301^ 

Subsection  (a)  of  section  130 %  would  amend  chapter  17,  relating  to 
veterans'  hospital,  nursing  home,  domiciliary,  and  medical  care,  to  add 
a  new  section  629,  entitled  "Recovery  by  the  United  States  of  the  cost 
of  certain  care  and  services". 

New  section  629  would  strengthen  and  clarify  the  VA's  authority  to 
recover,  in  appropriate  cases,  the  costs  of  non-service-connected  health 
care  and  services  furnished  by  the  VA  to  veterans  and  hospital  care  or 
medical  services  furnished  to  individuals  treated  in  YA  facilities  as  a 
humanitarian  service  in  emergency  cases  pursuant  to  section  611(b)  of 
title  38.  Such  recoveries  would  be  provided  from  workers'  compensa- 
tion or  automobile  accident  reparations  (hereinafter  auto  no-fault) 
insurance  carriers  or  State  or  local  crime  victims'  compensation  pro- 
grams, as  follows : 

Subsection  (a)  of  new  section  629:  Would  provide  for  an  independ- 
ent right  of  the  United  States  to  recover  the  reasonable  costs  of  care 
and  services  furnished  by  the  VA  to  a  veteran  for  a  non-service- 
connected  disability  where  the  disability — 

(1)  was  incident  to  the  veteran's  employment  and  is  covered 
under  workers'  compensation; 

(2)  was  the  result  of  an  automobile  accident  in  a  State  requir- 
ing auto  no-fault  insurance;  or 

(3)  was  the  result  of  a  crime  of  personal  violence  in  a  State, 
or  local  subdivision  thereof,  providing  health  care  to  victims  of 
crimes  in  that  State  or  subdivision. 

Such  recoveries  would  be  subject  to  the  limitations,  conditions,  and 
procedures  described  in  subsections  (b)  and  (c)  of  this  new  section. 
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Such  recoveries  would  be  authorized  to  be  made  against  a  State  or  sub- 
division thereof,  employer  or  employer's  insurance  carrier,  or  auto 
no-fault  insurance  carrier,  to  the  extent  that  the  veteran  or  the  veter- 
an's health-care  provider  would  have  been  eligible  to  receive  reim- 
bursement or  indemnification  for  such  care  and  services  if  the  provider 
had  been  a  non-Federal  facility. 

Subsection  (b)  of  neiv  section  629:  Would  limit  the  amount  that  may 
be  recovered  under  this  new  section  to  the  lesser  of  the  VA's  reason- 
able costs  for  the  care  and  services  furnished  or  the  generally  appli- 
cable maximum  amount  specified  by  the  law  of  the  State  or  subdivision 
concerned  or  by  any  relevant  contractual  provision  governing  the 
situation.  The  VA  would  be  required  to  prescribe,  after  notice  and 
opportunity  for  public  comment,  a  schedule  of  reasonable  costs  of  care 
and  services  to  be  applied  in  determining  the  amount  of  a  prospective 
recovery. 

Subsection  (c)  of  new  section  629:  Would  subrogate  the  United 
States  to  any  right  or  claim  of  the  veteran  or  the  veteran's  personal 
representative,  successor,  dependents,  or  survivors  against  the  State  or 
other  entity — such  as  an  insurance  carrier — involved.  To  enforce  this 
right  or  claim,  the  United  States  would  have  the  right  to  intervene  or 
join  in  any  legal  action  brought  by  the  veteran  or  the  veteran's  per- 
sonal representative,  successor,  dependents,  or  survivors.  If  no  such 
legal  action  were  instituted  within  180  days  after  the  first  day  on  which 
the  VA  rendered  the  care  involved  to  the  veteran,  the  United  States 
would  have  the  right  to  institute  legal  action  independently.  However, 
at  least  60  days  in  advance  of  instituting  legal  proceedings,  the  United 
States  would  be  required  to  notify  the  veteran,  by  certified  mail  di- 
rected to  the  veteran's  most  recent  address,  or  the  veteran's  personal 
representative  or  successor,  of  the  United  States'  intention  to  file  suit. 
If  the  60-day  notice  were  mailed  within  120  days  after  the  first  day 
of  VA  care,  the  United  States  could  bring  suit  at  the  end  of  the  180- 
day  waiting  period. 

Subsection  (d)  of  new  section  629:  Would  explicitly  provide  that 
this  new  section  may  not  be  used  to  deny  VA  health  care  and  services 
to  any  veteran  eligible  for  such  care  and  services. 

Subsection  (e)  of  new  section  629:  Would  provide  that  no  law  of 
any  State  or  subdivision  thereof  or  provision  of  any  contract  or  agree- 
ment entered  into,  renewed,  or  modified  pursuant  to  any  State  law 
shall  operate  to  prevent  recoveries  by  the  United  States  under  this  new 
section  or  under  section  611  (b)  of  title  38,  United  States  Code.  Section 
611(b)  of  title  38  authorizes  the  VA  to  furnish  hospital  care  or  medi- 
cal services  to  individuals  other  than  eligible  veterans  in  emergency 
cases  as  a  humanitarian  service,  and  also  requires  the  VA  to  charge 
for  such  care  and  services.  Thus,  this  subsection  strengthen  and  clari- 
fies the  authority  of  the  VA  to  recover  such  charges  where  a  State  law, 
municipal-code  provision,  or  workers'  compensation,  or  auto  no-fault 
insurance  contract  might  otherwise  defeat  such  recoveries. 

Subsection  (b)  of  section  ISO %  would  amend  the  table  of  sections  at 
the  beginning  of  chapter  17  to  reflect  the  insertion  of  new  section  629. 

Subsection  (c)  of  section  1304-  would  provide  that  the  amendments 
made  by  this  section  shall  be  effective  with  respect  to  care  and  serv- 
ices furnished  by  the  VA  under  chapter  17  after  September  30,  1981. 
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Changes  in  Existing  Law  Made  by  Committee  Resolution 

In  compliance  with  paragraph  12  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  resolution  are 
shown  as  follows  (existing  law  proposed  to  be  omitted  is  enclosed  in 
black  brackets,  new  matter  is  printed  in  italic,  existing  law  in  which 
no  change  is  proposed  is  shown  in  roman)  : 

TITLE  38— VETERANS'  BENEFITS 

*  *  *  *  *  ♦  * 

PART  II— GENERAL  BENEFITS 

*  *  *  *  *  *  * 

CHAPTER  17— HOSPITAL,  NURSING  HOME,  DOMICILIARY, 
AND  MEDICAL  CARE 

*  *  *  *  *  *  * 

SUBCHAPTER  III — MISCELLANEOUS  PROVISIONS  RELATING  TO  HOSPITAL  AND  NURSING 
HOME  CARE  AND  MEDICAL  TREATMENT  OF  VETERANS  Continued 

Sec. 

624.  Hospital  care,  medical  services  and  nursing  home  care  abroad. 

626.  Reimbursement  for  loss  of  personal  effects  by  natural  disaster. 

627.  Persons  eligible  under  prior  law. 

628.  Reimbursement  of  certain  medical  expenses. 

629.  Recovery  by  the  United  States  of  the  cost  of  certain  care  and  services. 

*  #  #  #  *  *  * 

Subchapter  II — Hospital,  Nursing  Home  or  Domiciliary  Care  and 

Medical  Treatment 

*  *  *  *  *  *  * 
§612.  Eligibility  for  medical  treatment 

(a)  *  *  * 

*  *  *  *  *  *  * 

(b)  Outpatient  dental  services  and  treatment,  and  related  dental 
appliances,  shall  be  furnished  under  this  section  only  for  a  dental 
condition  or  disability — 

(1)  which  is  service-connected  and  compensable  in  degree; 

(2)  which  is  service-connected,  but  not  compensable  in  degree, 
but  only  (A)  if  it  is  shown  to  have  been  in  existence  at  time  of 
discharge  or  release  from  a  period  of  active  military,  naval,  or  air 
service  [and]  of  not  less  than  180  days,  (B)  if  application  for 
treatment  is  made  within  [one  year]  six  months  after  such  dis- 
charge or  release,  except  that  if  a  disqualifying  discharge  or  re- 
lease has  been  corrected  by  competent  authority,  application  may 
be  made  within  [one  year]  six  months  after  the  date  of  correction 
or  date  of  enactment  of  this  exception,  whichever  is  later,  and 
(C)  if  the  Secretary  concerned  has  not  indicated,  in  icriting  on 
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such  veteran  s  certificate  of  release  or  discharge  f  rom  active  duty, 
that  such  veteran  was  provided  by  such  Secretary,  during  the 
ninety  days  immediately  prior  to  such  veterans t  dweJiarge  or 
release  from,  such  service,  a  complete  dental  examination  {includ- 
ing X-rays)  and  all  appropriate  dental  services  and  treatment 
indicated  by  sue},  examination: 

(3)  which  is  a  service-connected  dental  condition  or  disability 
due  to  combat  wounds  or  other  service  trauma,  or  of  a  former 
prisoner  of  war ; 

(4)  which  is  associated  with  and  is  aggravating  a  disability 
resulting  from  some  other  disease  or  injury  which  was  incurred 
in  or  aggravated  by  active  military,  naval,  or  air  service ; 

(5)  which  is  a  non-service-connected  condition  or  disability  of 
a  veteran  for  which  treatment  was  begun  while  such  veteran  was 
receiving  hospital  care  under  this  chapter  and  such  services  and 
treatment  are  reasonably  necessary  to  complete  such  treatment; 

(6)  from  which  a  veteran  of  the  Spanish- American  War  or 
Indian  Wars  is  suffering ; 

(7)  from  which  any  veteran  of  World  War  I,  World  War  II, 
the  Korean  conflict,  or  the  Vietnam  era  who  was  held  as  a  prisoner 
of  war  for  a  period  of  not  less  than  six  months  is  suffering;  or 

(8)  from  which  a  veteran  who  has  a  service-connected  disabil- 
ity rated  as  total  is  suffering. 

The  total  amount  which  the  Administrator  may  expend  for  fur- 
nishing, during  any  twelve-month  period,  outpatient  dental  services, 
treatment,  or  related  dental  appliances  to  a  veteran  under  this  section 
through  private  facilities  for  which  the  Administrator  has  contracted 
under  clause  (i),  (ii),  or  (v)  of  section  601(4)  (C)  of  this  title  may 
not  exceed  $500  unless  the  Administrator  determines,  prior  to  the 
furnishing  of  such  services,  treatment,  or  appliances  and  based  on  an 
examination  of  the  veteran  by  a  dentist  employed  by  the  Veterans' 
Administration  (or,  in  an  area  where  no  such  dentist  is  available,  by 
a  dentist  conducting  such  examination  under  a  contract  or  fee  arrange- 
ment) ,  that  the  furnishing  of  such  services,  treatment,  or  appliances 
at  such  cost  is  reasonably  necessary. 

Subchapter  III — Miscellaneous  Provisions  Relating  to  Hospital 
and  Nursing  Home  Care  and  Medical  Treatment  of  Veterans 

*  *  *  *  *  *  * :..  i  A. 

§  629.  Recovery  by  the  United  States  of  the  cost  of  certain  care 
and  services 

(a)  In  any  case  in  which  a  veteran  is  furnished  care  arid  services  un- 
der this  chapter  for  a  non- service-connected  disability  and  such  dis- 
ability was  incurred — 

(1)  incident  to  such  veteran's  employment  and  the  disability  is 
covered  under  a  workers'  compensation  law  or  plan  which  pro- 
vides reimbursement  for  or  indemnification  of  the  cost  of  health 
care  and  services  provided  to  the  veteran  by  reason  of  the  disa- 
bility, 

(2)  as  the  result  of  a  motor  vehicle  accident  covered  under  the 
lav:  of  a  State  which  requires  tfoe  owners  or  operators  of  motor 
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vehicles  registered  in  such  State  to  have  in  force  automobile  acci- 
dent reparations  insurance,  or 

(3)  as  the  result  of  a  crime  of  personal  violence  that  occurred  in 
a  State  or  subdivision  thereof  in  which  a  person  in  jured  as  the  re- 
sult of  such  crime  is  entitled  to  receive  health  care  and  services  at 
such  State's  or  subdivision's  expense  for  personal  injuries  suf- 
fered as  the  result  of  such  crime, 
the  United  States  shall  have  the  right  to  recover,  subject  to  the  limita- 
tions^ conditions  and  procedures  prescribed  in  subsections  (b)  and  (c) 
of  this  section,  the  reasonable  costs  of  such  care  and  services  from  the 
State  or  subdivision  thereof,  employer,  employer's  insurance  carrier, 
or  automobile  accident  reparations  insurance  carrier,  to  the  extent 
thai  such  veteran,  or  the  provider  of  care  and  services  to  such  veteran, 
would  be  eligible  to  receive  reimbursement  or  indemnification  for  such 
care  and  services  if  such  care  and  services  had  not  been  furnished  by  a 
department  or  agency  of  the  United  States. 

(b)  The  amount  that  may  be  recovered  by  the  United  States  in  ex- 
ercising the  right  provided  under  subsection  (a)  of  this  section  may 
not  exceed  the  lesser  of  (1)  an  amount  equal  to  the  reasonable  cost  of 
the  care  and  services  furnished  such  veteran  under  this  chapter,  as  de- 
termined by  the  Administrator  pursuant  to  regulations  which  the  Ad- 
ministrator shall  prescribe  after  notice  and  opportunity  for  public 
comment,  or  (2)  the  maximum  amount  specified  by  the  law  of  the 
State  or  subdivision  thereof  concerned  or  by  any  relevant  contractual 
provision  to  lohich  such  veteran  was  a  party  or  was  subject. 

(c)  (1)  The  United  States  shall,  as  the  right  provided  in  subsection 
(a)  of  this  section,  be  subrogated  to  any  right  or  claim  that  such  vet- 
eran or  such  veteran's  personal  representative,  successor,  dependents, 
of  survivors  may  have  against  a  State  or  subdivision  thereof,  an  em- 
ployer, an  employer's  insurance  carrier,  or  an  automobile  accident  rep- 
arations insurance  carrier. 

(2)  In  order  to  enforce  any  such  right  or  claim  to  which  it  is  sub- 
rogated under  paragraph  (1)  of  this  subsection — 

(A)  the  United  States  may  intervene  or  join  in  any  action  or 
proceeding  brought  by  the  veteran  or  such  veteran's  personal 
representative,  successor,  dependents,  or  survivors  against  a  State 
or  subdivision  thereof,  an  employer,  an  employer's  insurance  car- 
rier, or  an  automobile  accident  reparations  insurance  carrier,  or 
0t)  if;- 

(i)  no  such  action  or  proceeding  has  been  commenced  within 
one  hundred  and  eighty  days  after  the  first  day  on  which 
care  and  services  for  which  recovery  is  sought  ivere  furnished 
to  such  veteran  by  the  V eterans'  Administration  under  this 
chapter,  and 

(ii)  the  United  States  has  sent  written  notice  by  certified 
mail  to  such  veteran  at  such  veteran's  last-known  address,  or 
to  such  veteran's  personal  representative  or  successor,  of  the 
United  States''  intention  to  institute  legal  proceedings, 

the  United  States  may,  sixty  days  after  the  mailing  of  such  notice, 
institute  and  prosecute  legal  proceedings  against  such  State  or  sub- 
division thereof,  employer,  employer's  insurance  carrier,  or  automobile 
accident  reparations  carrier. 
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(d)  A  veteran  eligible  for  care  and  services  under  this  chapter  may 
not  be  denied  such  care  and  services  by  reason  of  this  section. 

(e)  No  law  of  any  State  or  of  any  subdivision  thereof,  and  no  pro- 
vision of  any  contract  or  agreement  entered  into,  renewed,  or  modified 
pursuant  to  any  State  law  shall  operate  to  prevent  recovery  by  the 
United  States  under  (1)  subsection  (a)  of  this  section  for  'care  and 
services  furnished  under  this  chapter  to  any  veteran  for  a  non-serv- 
ice-connected disability,  or  (2)  subsection  (b)  of  section  611  of  this 
title  for  care  and  services  furnished  as  a  humanitarian  service  in  emer- 
gency cases  under  such  subsection  to  any  individual. 

*  *  *  *  *  *  * 

CHAPTER  23— BURIAL  BENEFITS 
******* 
§  902.  Funeral  expenses 
[(a)  Where  a  veteran  dies — 

[(1)  of  a  service -connected  disability ;  or 

[(2)  who  was  (A)  a  veteran  of  any  war;  (B)  discharged  from 
the  active  military,  naval,  or  air  service  for  a  disability  incurred 
or  aggravated  in  line  of  duty ;  or  (0)  in  receipt  of  (or  but  for  the 
receipt  of  retirement  pay  would  have  been  entitled  to)  disability 
compensation ;] 

(a)  (1)  If  a  deceased  veteran  was  entitled  at  the  time  of  such  vet- 
eran's death  to  receive  compensation  (of  but  for  the  receipt  of  retire- 
ment pay  would  have  been  entitled  to  receive  compensation)  on  the 
basis  of  a  service-connected  disability  rated  at  SO  per  centum  or  more 
or  pension  (or  met  the  applicable  income  and  wartime  service  eligi- 
bility requirements  for  pension)  the  Administrator,  in  the  Administra- 
tor's discretion,  having  due  regard  to  the  circumstances  in  each  case, 
may  pay  a  sum  not  exceeding  $300  to  such  person  as  the  Administra- 
tor prescribes  to  cover  the  burial  and  funeral  expenses  of  the  deceased 
veteran  and  the  expense  of  preparing  the  body  and  transporting  it  to 
the  place  of  burial.  For  the  purpose  of  this  subsection,  the  term  "vet- 
eran" includes  a  person  who  died  during  a  period  deemed  to  be  active 
military,  naval,  or  air  service  under  section  106(c)  of  this  title. 

(2)  (A )  For  the  purpose  of  this  section,  a  deceased  veteran  is  deemed 
to  have  been  entitled  at  the  time  of  such  veteran's  death  to  receive 
compensation  (or  but  for  the  receipt  of  retirement  pay  would  have 
been  entitled  to  receive  compensation)  on  the  basis  of  a  service-con- 
nected disability  rated  at  30  per  centum  or  more  or  pension  if  such 
veteran  had  filed  a  claim  for  compensation  or  pension  pursuant  to 
section  3001  of  this  title,  and  if,  although  no  determination  with 
respect  to  an  awo,rd  of  compensation  or  pension  had  been  made  prior 
to  the  death  of  the  deceased  veteran  based  on  such  claim,  the  evidence 
in  the  fie  pertaining  to  such  claim  at  the  time  of  death  would  have 
provided  (or  but  for  the  receipt  of  retirement  pay  by  the  deceased 
veteran  prior  to  such  death  would  have  provided)  a  sufficient  basis 
for  an  award  of  compensation,  for  a  disability  rated  at  30  per  centum 
or  more  or  pension. 

(B)  For  the  purpose  of  this  section,,  a  deceased  veteran  met  applica- 
ble income  and  wartime  eligibility  requirements  for  pension  at  the 
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time  of  such  veteran's  death  if  such  veteran  would  upon  appropriate 
application  have  been  eligible  to  receive  pension  under  section  521  of 
this  title  for  the  twelve-month  period  immediately  preceding  such 
veteran's  death  except  for  the  fact  that  such  veteran  did  not  meet  one 
or  more  eligibility  requirements  with  respect  to  disability,  age,  or 
duration  of  service. 

(b)  Except  as  hereafter  provided  in  this  subsection,  no  deduction 
shall  be  made  from  the  burial  allowance  because  of  the  veteran's  net 
assets  at  the  time  of  the  death  of  such  veteran,  or  because  of  any 
contribution  from  any  source  toward  the  burial  and  funeral  expenses 
(including  transportation)  unless  the  amount  of  expenses  incurred  is 
covered  by  the  amount  actually  paid  therefor  by  the  United  States,  a 
State,  any  agency  of  political  subdivision  of  the  United  States,  or  of  a 
State,  or  the  employer  of  the  deceased  veteran.  No  claim  shall  be 
allowed  (1)  for  more  than  the  difference  between  the  entire  amount 
of  the  expenses  incurred  and  the  amount  paid  by  any  or  all  of  the  fore- 
going, or  (2)  when  the  burial  allowance  would  revert  to  the  funds  of  a 
public  or  private  organization  or  would  discharge  such  an  organiza- 
tion's obligation  without  payment.  The  burial  allowance  or  any  part 
thereof  shall  not  be  paid  in  any  case  where  specific  provision  is  other- 
wise made  for  payment  of  expenses  of  funeral,  transportation,  and 
interment  under  any  other  Act. 

§  903.  Death  in  Veterans'  Administration  facility ;  plot  allowance 

(a)  Where  death  occurs  in  a  Veterans'  Administration  facility  to 
which  the  deceased  was  properly  admitted  for  hospital,  nursing  home, 
or  domiciliary  care  under  section  610  or  611(a)  of  this  title,  the 
Administrator — 

(1)  shall  pay  the  actual  cost  (not  to  exceed  $300)  of  the  burial 
and  funeral  or,  within  such  limits,  may  make  contracts  for  such 
services  without  regard  to  the  laws  requiring  advertisement  for 
proposals  for  supplies  and  services  for  the  Veterans'  Administra- 
tion ;  and 

(2)  shall,  when  such  a  death  occurs  in  a  State,  transport  the 
body  to  the  place  of  burial  in  the  same  or  any  other  State. 

(b)  In  addition  to  the  benefits  provided  for  under  section  902  of 
this  title  and  subsection  (a)  of  this  section^,] — 

(1)  in  the  case  of  a  deceased  veteran  who  is  eligible  for  a  burial 
allowance  under  such  section,  [902.]  or  under  such  subsection, 
and  who  is  [not]  buried  in  (A)  a  cemetery  other  than  a  national 
cemetery  or  other  cemetery  under  the  jurisdiction  of  the  United 
States[— ] 

[(1)  if  such  veteran  is  buried  (without  charge  for  the  cost  of 
a  plot  or  interment)  in  a  cemetery,  or  a  section  of  a  cemetery, 
that  (A)  is  used  solely  for  the  interment  of  persons  eligible  for 
burial  in  a  national  cemetery,  and  (B)  is  owned  by  a  State  or  by 
an  agency  or  political  subdivision  of  a  State,  the  Administrator 
shall  pay  to  such  State,  agency,  or  political  subdivision  the  sum 
of  $150  as  a  plot  or  interment  allowance  for  such  veteran;  and] 

[(2)  if  such  veteran  is  buried  in]  (B)  a  cemetery [.]  or  a  sec- 
tion of  a  cemetery,  other  than  as  described  in  clause  [(1)]  (#) 
of  this  subsection,  the  Administrator  shall  pay  a  sum  not  exceed- 
ing $150  as  a  plot  or  interment  allowance  to  such  person  as  the 
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Administrator  prescribes,  except  that  if  any  part  of  the  plot  or 
interment  costs  of  a  burial  to  which  this  clause  applies  has  been 
paid  or  assumed  by  a  State,  an  agency  or  political  subdivision  of 
a  State[,]  or  a  former  employer  of  the  deceased  veteran,  no  claim 
for  such  allowance  shall  be  allowed  for  more  than  the  difference 
between,  the  entire  amount  of  the  expenses  incurred  and  the 
amount  paid  or  assumed  by  any  or  all  of  the  foregoing  entities/ 
and 

(2)  in  the  case  of  a  deceased  veteran — 

(A)  (i)  who  died  of  a  service-connected  disability; 

(ii)  who  was  (I)  a  veteran  of  any  war,  (II)  discharged 
from  the  active  military,  naval,  or  air  service  for  a  disability 
incurred  or  aggravated  in  line  of  duty,  or  (III)  in  receipt  of 
(or  but  for  the  receipt  of  retirement  pay  would  have  been 
entitled  to)  compensation;  or 

(Hi)  vjho  is  eligible  for  a  burial  allowance  under  subsec- 
tion (a)  of  this  section;  and 

(B)  who  is  buried  (without  charge  for  the  cost  of  a  plot  or 
interment)  in  a  cemetery,  or  a  section  of  a  cemetery,  that  (i) 
is  used  solely  for  the  interment  of  persom  eligible  for  burial 
in  a  national  cemetery,  and  (ii)  is  owned  by  a  State  or  by  an 
agency  or  political  subdivision  of  a  State, 

the  Administrator  shall  pay  to  such  State,  agency,  or  political 
subdivision  the  sum  of  $150  as  a  plot  or  interment  allowance  for 
such  veteran. 

******* 

PART  III— READJUSTMENT  AND  RELATED 

BENEFITS 

Pic  Jfc  5fc  j*t  sjc  ;fc 

CHAPTER  36— ADMINISTRATION  OF  EDUCATIONAL 

BENEFITS 

•fs  sfc  sfc  sjs  #}»  sfi 

Subchapter  III — Education  Loans  to  Eligible  Veterans  and 
Eligible  Persons 

§1798.  Eligibility  for  loans;  amount  and  conditions  of  loans; 
interest  rate  on  loans 

(a)  *  *  * 

******* 

(h)  Except  in  the  case  of  a  veteran  entitled  under  section  1662 
(a)  (2)  of  this  title  to  use  any  of  such  veterans'*  unused  entitlement 
under  section  1661  of  this  title  and  in  the  case  of  a  veteran  pursuing 
flight  training  under  section  1677  of  this  title,  no  loans  may  be  made 
under  this  subchapter  after  September  30, 1982. 

******* 
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